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foreign trade by degree of processing, but statistics compiled on that basis are not
yet available, much less historical series, so that for this study it was necessary to
work out a special system. Cenerally speaking, all products that have undergone
industrisl processing are considered to be manufactures, though this definition does
not elways prove unambiguous. So far as the historical data are concerned, this
explains the difference between the overall results shown in this study and those
found in other publicaticns; it might also justify any minor differences found in the
data given for the various countries studied in this series.

10. '‘he scope for direct survey of the export prospects for certain products widens
as industry beocomes more diversified and the market expands. Home demand has shrunk
in Brasil in recent years, and the reaction to this has been to turn to exports as a
way out of the difficulty. Brasil's general policy has recently featured a serles of
brisk premotion measures. The study shows that there is a close connexion between
export possibilities and home demand, especially as regards basic equipment and
capital goods. It is nevertheless part and parcel of the general ecoromic development
plan that export flows should be atrengthened and increased, and the impression is
that, even when home demand is fluctuating, measures to that end might produce good
results.

11. In order to take that factor into account, a double projection was made to show
the minimum and maximum atteinable in inverse ratio to the possible evolution of home
demand. Needless to say, the figures are no more than a rough guide and are based

on the assumption that all the practical probiems which arise in every industrial
sector, and vhich are briefly indicated in the report, will be solved.

12. Among the genersl problems facing Brasil is that of steadying the rate of
exchange. Sporadic adjustments of the cruseiro rate do not eliminate transitory
disparities betwesn domestic costs and the value of the ourrency. This faotor brings
into progremming, at both the general and the enterprise level, an element of
uncertainty so far as systematic exporting is concerned.

13. Apart from the imbalance between sxchange rate fluctuations and domestic
costs, thers are limiting factors in the shortoomiLgs of the system of merketing
sbrood and the need, in scme cases, to establish or tighten quality controls. However,
the other faotors examined - the phyeical svailability and cost of raw materials,
WM&HM&&M&MM-&Q&,&%M;M
significant obeteclss (see table 7 helow).
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14. In reality these requirements represent the unknowns in the equation as it

now stands. Although the other parameters have been clarified to the extent that
circumstances allow, the solution of the problem is still dependent on several factors,
including some that are measurable, such as the various forms of promotional activity
on the part of public authorities, and others that are harder to assess, such as the
demand of the domestic market, which is bound up with the country's economic
development.

15. The estimate of potential increases in the value of exports of manufactures
(table 8), which is based on information collected at the end of 1965, shows that
total export capacity will amount to some US ;160 million in one or two years' time
and almost §210 million in four or five years' time, provided that the volume of

home demand remains limited (hypothesis A). On the assumption that home demand is
stebilized, the estimated figures for the two periods are {100 million and %130 million
respectively

16. It should be pointed out once again that the above figures are given purely

as a guide; they reprezent, not targets for an export programme, but an assessment

of industrial export capacity under the specific conditions referred to in the

preceding paragraphs.

I. EXPORTS IN RECENT YEARS

17. Brasil, traditionally an exporter of tropical products and of certain mineral
and agricultural rav materials, has in recent years shown some propensity to export
manufactures. The development of manufacturing industry, the prospects opsaed up by
economic integration projects in the LAFTA area, the institutional incentives to
export, and above all the decline in home demand - all these are factors whose
eoavergent offects are already in evidence in the structure of exports (see table 1).
18, The figures in tahle 1 shov the predominence of rav materials in Bresilisa
~ experts, but also a notable sdvamce in clasees 6 (Machinery and vehicles) and 7
 (Manufectures).
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Table 1
BRAZIL: EXPORTS BY MAIN CLASSES OF PRODUCTS

Heading 1960 1961 1962 1963 1964

Millioas of dollars

Live animals - - - 1l
Processed or unprocessed raw materials 299 421 387 397 435
Food and beverages 936 935 792 968 919
Chemical, pharmaceutical and similar
products 19 20 15 17
Machinsry and vehicles, parts and
accessories 2 12 11
5
1

Manufactures (classified by raw
material) 5
Other manufactures 1
Gold, currency and special transactions 13 2

18

18

9 32

1 2

3 5

Total : 1,269 1,403 1,214 1,406 1,430
Indjices 1960 = 100

Live animals - - -
Processed or unprocessed raw materials 141 129 133 145
Food and beverages 100 85 103 98
Chemical, pharmaceutical and similar

products 154 115 131 138
Machinery and vehicles, parts and

accessories 550 600 550
Manufactures (classified by raw material) 60 100 180
Other manufactures 100 100
Gold, currency and special transactions 92 15 23

Total

Live animals

Processed or unprocessed raw materials

Food and beverages

Obemical, pharmaceutical and similar
products

Machinery and vehicles, parts and
accessories

Manufactures (classified by raw material)

Other manufactures

Gold, currency and special transactions

agtal

O ® 3 » NN

m: Maistry of Finance, ‘m iiiﬁ Ilﬁ -
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19. Table 2 demonstrates even more cleurly the predominance of raw materials in
Brazilian exports. ,
Table 2
BRAZIL: MaIN LAPORT IT.MS
(Thousands of dollars)

Product 1962 1963 1964 1965

Coffee beans 642,670 748,283 759,702 706,587

Raw cotton 112,166 114,241 108,259 95,652

Ores (iron and manganese) 95,797 95,099 101,163 132,197

i Cocoa and Derivatives 41,610 51,368 46,456 4]1,3%
! Plne-wood, sawn 36,228 34,769 46,363 51,682
Sisal 24,780 36,449 37,480 24,615
Sugar 39,500 72,429 33,140 56,730
Tobacco leaf 23,601 24,120 28,293 26,226
Castor oil 14,814 17,786 24,434 26,753
Other 183,018 212,002 244,500 433,643
Total: 1,214,184 1,406,480 1,429,790 1,595,479

Source: Ministry of Finance, Economical Financial Statistics Service. »
20. Coffee acoounts for about 50 per cent of the total, followed by cotton and ores
(iron and manganese) in the proportiom of some 7 per cent each. GCocoa and its |
derivatives, pine-wood, sisal, sugar, leaf tobacco and castor oil also stand out. ‘
To juige from their volume, exports of menuractures seem marginal, but their dynamio
nature 1s cledr from the hppreciable increases recorded in the classes already mentioned
= Machinery and vehicles and Manufsctures - especially in 1965. In that year total
exparts of manufactures in classes 5 0 8 amounted to §110 millien, compared with
 #70 aillton in 1964,
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2. The sta*tistical classification of Braziliau exports as shown in table 1, with
a division into eight main classes or categories of products, does not in itself
provide a means of calculating the quantity of manufactures exported.y In practice
the sum of classes 5 to 8 (Chemicals and chemical products; Machinery, vehicles und
parts; Manufactures classified by raw material; and Miscellaneous manufactures) is
often taken as a measure of the exports of manufactures, bul it should be remembered
that a considerable variety of manufactures are scattered among the other clasees.
Thus yarns, synthetic rubber, wood pulp for paper-making, etc., are included in

class 2, "Processed or unprocessed raw materials"; similarly, canned meat and fruit,
beverages, etc., come in class 4, "Food and beverages".

22, For this reason exports of manufactures have, in this study, been divided into
six classes (numbered I to VI). The first two (I and II) include the manufactures
which, in the official statistics, are spread about in classes 2 and 4 respectively,
vhile the rewmainder (III to VI) coincide with the official statistical classes 5 to 8
respectively (see table 3).

23. The figures for total exports show an increase which becomes spectacular in
the last two years covered, 196/ and 1965.2/ The figure of ¢50 million recorded in
1963 was almost doubled (to 393 million) in 1964 and more than trebled in 1965, when
nearly $160 million worth of manufactures were exported. Exports of manufactures
represented 10 per cent of total exports in 1965. Processed raw materials accounted
for rather more than 15 per cent by value of all exported manufactures in 1965,

1/ In this report and subsequent reports in this series, the term "manufactures”
includes "semi-manufactures", which are generally those products so defined
in document TD/B/C.2/3 prepared on the request of the Special Committee on
Preferences. In a small number of cases and for reasons such as the special
importance of a given product to the economy of particular countries, it was
considered desirable tc depart from this classification.

2/ Preliminary reports covering the first six months of 1966 indicate that exportis
of manufactures have declined slightly - about 7 per cent - by comparison wit’
the corresponding period of 1965. The main cause of this fall was s reduction
in exports of iron and steel products to Argeatina.
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2. Until 1963 dressed skins and leather held first place in this class of exports,
but in 1964 exports of wood pulp reached a nigh figure, and in that and the following
year exceeded tne value of exporte of dressed skins and leath.r. The pulp exported
is mainly chemical pulp for naper-making, manufactured from =sucalyptus wood, and its
main market is argentina. The dressed skins and leather, almost equally divided
between cowhide leather and the skins of other animals, mainly alligator, are shipped
mainly to the United tates and European countries.

25. Synthetic rubber has been exported in eppreciable quantities since 1963 as

1 result of the level of output reached in that year by the plant in the State of

Ric de Janeiro. The product is SBR, of which Mexico was until 196/ practically the
only buyer, teking 2.1 million worth. In 196/ the value of synthetic rubbe- exports
rose to #2.4 million, and buyers included Argentina and Chile.

26. There are good markets throughout the world for worked wood (chipboard,
celotex and coreboard); in 1964 the main buyer was the United States, which took
$83€,000 worth out of total exports of 2 million; the figure for total exports

rose to nearly i4 million in 1965.

27. Items in the other sub-classes were exported on a much smeller scale,
although some significant progress was rade, particularly by textile yarn exports,
which incresased from less than 500,000 in 1964 to 3.7 million in 1965.

28. In the food and beverages class the most important expor? sub-class is canned
neat and related products. The statistical series for this sub-class shows marked
fluctuations; the value of exports increased from 9.4 million in 1960 to §l4.7
million in 1961, fell to 5.4 million in 1963, anc increased again to $9.2 million in
1964 and 319.5 mfllion in 1965. 4 large proportlon oi these products is sold to the
United States ({7 million worth of canned beef and 483,000 worth of meat extract in
1965), and almost all the rest goes to European countries, especially Belgium. The
irregularity in exports reflects fluctuations in output.

29, Canned fruit exports reached & peak of §2.4 million in 1963, then dropped to
«1.8 millica in 1964, recovering slightly to ;2.2 million in 1965. This figure
covers $292,000 of canned fruit (4165,000 of roasted cashew nuts, sent mainly to
Argentina), 57,000 of fruit flour ({34,000 of banana flour to the United States) and
+2 million of other fruit preparations (almost entirely orange juice exported to the
Federal Republic of Germany, the United Stetes and - in smaller quantities - Canada).
30. An increuse in canned vegetable exports can alsc be ohserved, from $172,000
in 1960 to §959,000 in 1964 and $1.1 million in 1965. The main product was palmette,
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at $1 million (3631,000 to France, §145,000 to the United States, $85,000 to

Belgium, etec.).

3l. The food and beverages class accounted altogether for 30 per cent of all
manufactures exported in 1960; the increase in this class of exports, though
appreciable till 1964, did not keep pace with the general expansion cf exports, and

its share of the total was only 15 per cent in 1965.

32. Exports of chemicals and chemical products have been somewhat static,
fluctuating around {15 million in recent years. 1In 1965 their total value was $14.6
million: $5.2 million of organic chemical products; 3.2 million of essential oils
and aromatic products, perfumes, soaps and other toilet articles; 1.7 million of
pharmaceutical and medicinal products; and $1.6 million of inorganic chemical products
and other minor items. |

33. Exports of organic chemical producta include menthol (§4.1 millior. in 1964,
including $2.9 million to the United States, $373,000 to the United Kingdom,

{150,000 to Hong Kong and smaller quantities to places all over the world) and ethyl
aleohol (340,000, almost all to the United States). The value of exporis of essential
oils and aromatic products, perfumes, soaps and other tollet articles fluctuated

around $3 million a year during the period considered. In 1965 it rose to §3.2 million,
including $1.1 million of peppermint oil (§250,000 to the Federal Republic of Germany,
§229,000 to the Republic of China, 168,000 to the United Kingdom and smaller quantities
to other parts of the world); 3l million of rosewood oil (main importers, the United
States and the United Kingdom), and §596,000 of sassafras oil (almost all to the

United States), plus smaller amounts of other products.

3. Exports of pharmaceutical and medicinal products increased steadily, from
$644,000 worth in 1960 to $1.7 million worth in 1965. Predominant amongst them were
pentoillin ($231,000 exported to Canada, the Philippines, the United States and
slosvhere), caffeine ($202,000 exported in 1964, mainly to Latin Amerlcan countries),
liver extract (§147,000, including $114,000 to the United States and $27,000 to Italy)
and certain medioinal products (vitemin B.12, antibiotics in general, pills,

injections ete.).

3. Bntil 1964 inorganic chemical products were exported in relatively modest
quantities, though some iurge shipments were made at the beginning of the pariod

(43.8 aillion in 1961), including especially "salts and cther organic and inorganic

compounds of thorium, of uranium and of rare earth metals” (3.2 milllon to the United

#
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States). In 1965 the volume of exports was again considerable, exceeding {1.5
million in value and going meinly to the United States.

36. There was a marked increase in exports of tanning and dyeing extracts, of
which nearly $600,000 were exported in 1964, and $1.4 million in 1965, to all parts
of the world (Romania, Uruguay, Nstherlands, Chile, Peru, the Federal Republic of
Germany, Bulgaria, etc.).

37. Lastly, exports of "Miscellaneous products of the chemical industry" increased
sharply from 1962 to 1963, and even more sharplr from 1963 to 1964, but diminished
slightly in 1965. The value of exports in this sub-class in 1965 was neerly $900,000,
including $667,000 vorth of glues of animal origin sent to the United States and
$115,000 worth of gluten and gluten flour sent to the Netherlands.

38. Despite the increases noted in certain sub-classes, exports of manufectures
in the chemical class as a whole did not expand much owing to the reductions in
exports of various other sub-classes.

39. Exports in the "Machinery and vehicles, parts and accessories" class increased
greatly between 1960 and 1964: from less than §2 million in 1960, they rose sharply
to $11 million in 1961, remaining at that level until 1963; there was a further rise
to $18.3 million in 1964 and to $23.9 million in 1965.

40. The largest export sub-class in 1965 was "Other machinery and equipment",
which increased in value from §554,000 in 1960 to over 7.5 million in 1965. The
largest item was domestic sewing machines, of which 71,500, with a total value of
¢2.8 million, were exported in 1965, mainly to Chile (32,336, worth §1.5 million),
Peru (14,024, worth §327,000) and Uruguay (6,906, worth $297,000). Smaller
consignments went to Asian, African and European countries and to the United States.
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Other important exports vere typewriters (9,237, worth $612,000, in 1964), nearly
all of which went to Latin American countrics, and $480,000 worth of' office machines.
Exports also included $158,000 worth of refrigerators and $55,000 worth of compressed-
alr tools; almost all the lattor went to countries outside the region.

42. Another major sub-class of experts in 1965 was "Vchicles, parts and accessories”,

with a value of #7.3 million. The vclue of these items had fluctuated widely in the
earlier years, from about $40G,000 in 1960, with a sudden jump to 48 million in 1961
and to $8.7 million in 1962, down to little more than $5 million in 1963 and up again
to $7.5 million in 1964.
43. On closer examination, the figures on this sub-class are less impressive, for
they include each year exports of aircraft, worth %2.5 to (3.5 million, which are
merely re-exports of previously imported machines. The 1965 figurcs, however, do net
include such re-cxports and can therafore be regardud os the most significant even
though the 1961, 1962 and 1964 figures wero greater.
44. The most notoworthy items in this sub-class arc: (a) buses, which were exported
in substential numbers in 1961 and 1962, at & value of some $4 million a year (all
to Latin American countries), showed « decline toc $35,000 in 1963, end then recovared
to $486,000 in 1964 and to $1.6 million in 1965; (b) ships and boats, which in 1964
included the delivery of a largs vesscl worth $2.4 million to Moxico ond in 1965
the delivery of two vesscls, worth $3.8 million, to that country; in previous years
there had been practically no exports under this heading; (c) parts and accossoriss for
motor cars, lorries and similar vehicles,un which figures are given in table 4 below.
Tablo 4 |

BRAZIL: EXPORTS OF P4RTS AND REPLACEMENTS FOR MOTOR CARS, LORRIES AND
SIMILAR VEHICLES

(Thousands of dollgra)

' Exported to 1960 | 1961 | 1962 | 1963 | 1964 | 1965
2 Iotal velue 104 | l.241 A5 92 | 1339 | 1.0
: United States 6, | 1,119 35 194 737 645
) Latin America 40 65 220 200 416 412

Other destina- - 57 6C 98 186 VA
\ tions ‘

Sources Ministry of Finance, Economic and Pinancial. Statistics Service, and
Poreign Trado Departmont (CACEX) of the Bunk of Brasil.
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45. The series, as can be seen, is somewhat irregular, and probably depends
largely on exporte of vehicles.

46. The four items mentioned (including aircraft) accounted in 1965 for more than
90 per cent of exports in this sub-class, so that other, more sporadic exports
account for a relatively small margin.

47. There was a steady increase in exports in the sub-class "Electrical machinery
and spparatus, parts and accessories", whose value rose frcm about $200,000 in 1960
and 1961 to some $5C0,000 in 1962 and 1963, 1.7 million in 1964 and 4.4 million in
1965. These exports are made up of many items, including (&) communications
apparatus ({1.2 million in 1965), especially diodes, triodes and other transisterized
crystal velves (§27,000 to the Netherlands), receiving valves and tubes ({948,000,
of which §882,000 went to irgentina and the remainder to Mexico, Colombia, Canada and
the United States), and telephone receiving and transmitting equipment ($77,000,
including {52,000 worth exported to the United States and the remeinder to Argentina | g
and Mexico); (b) portable or domestic electrical machinery and electro-mechanical

tools ($112,000, almost all to Latin imerican countries); (c) electrical apparatus

($1.3 million) such as dry batteries ($608,000), special lamps ($94,000), magnets and
electro-magnets (§295,000) and lamp perts ($246,000), also practically all for the

Latin American region; and (d) other electrical machinery and spparatus (§l.4 million),
including sprays (§210,000), rcsistences ($349,000) and condensers (§591,000).

48, Exports of transport and lifting machinery and equipment also showed a marked
increase ~ from $293,000 in 1960 to %4.2 million in 1965. Prominent items exported

in 1965 were petrol pumps worth $l.1 million (4739,000 to Argentina, $256,000 to the

Federal Republic of Germany and the remainder to other Latin American countries),

¢1 million of motor graders (half to Argentina) and $796,000 of 1ifts (§453,000 to

Chile, 256,000 to Uruguay).

49. Exports in the sub-class "Power generating machinery, parts and acoessories®

have also been increasing, reaching a velus of §982,000 in 1964; this figure includes

the shipment of two jet engines (previously imported) to Venssuela ($260,000). Parts

and socessories for diesel and semi-diessl engines were also exported in small

quantities, some to countries outside Latin America. In 1965 the valus of esperts

in this sub-class fell to a little more than §600,000, inc'uding §$328,000 vorth of

diesel engine parts and scoessories but excluding re-experts of jet engines.
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~market exploration in all parts of the world.

" ieerly 40 per cent of all mssufactures exported. It was only in 1964 and 1965 that

50. wone of the export figurses in the ceries for the sub-class "Agricultural
machinery and implements (excluding tractors)" is of significant size. In 1965,
however, the value of cxports rose sharply to over 400,000, confirming the trend
whiech had started the previous year when the figure came close to ¥100,000. Exports
of machinery and equipment for the textile industry show a similar trend: up to 1963
the figures were insignificant, whereas they reached over $100,000 in 1964 and nearly
450,000 in 1965. 4 leading place in the export figures for the last two years is
held by finishing machinery and looms, items whose manufacture is particularly well
developed in Brazil.

51. Exports in the remaining sub-class - "Machinery and equipment for other
industries", whose title is not very explicit and which must therefore be examined in
more detail - showed a marked increase in 1965, reaching a value of nearly $§4 million;
these exporis included lathes (1.5 million) and cigarette-making, cigar-making and
similar machinery ($1.2 million, including {460,000 to Argentina, §152,000 to Mexico,
$129,000 to Venezuela, $119,000 to the United States, 98,000 to Chile, etc.). In
addition, $252,000 of machinery for the food industry and {162,000 of machinery for
the paper industry (preparation and finishing of wood pulp, psper and cardboard) were
exported.

52. Not all these products were exported to Latin American countries. For instance,
of a total of 8l4 lathes exported in 1965, at a value of $1.5 million, 113 went to the
Netherlands and 16 to the United States, Italy, iustralia and Canada. Shipments to
Moxico (226), Chile (135), Argentina (110), Peru (109) and Bolivia (45) were .iore
significant. Several African countries bought machinery for their foczd industry in
Brazil, while machinery for the paper industry went to the United States and Latin
Amsrican countries. The gensral picture is not one of regular export flows but of

53. Next comes the very hoterogenous class entitled "Manufactures classified by
rev mterial®, vhich produced the highest value of exports in 1965: $63 million, or

this class took first plaecs, for im 1962 and 1963 the export ve'uss were §5.4 million

and §3.8 nillion respectively, repressmting caly 1l per oent and 17 per cent of the

total menufactures exported in those years. The 1964 end 1965 inoresses are

stiributeble to massive eporte of metals, the valus of which varied between §l and
§3 aillion wp to 1963, exoseded §17.2 nillicn in 1964 and reached neerly §45 million




in 1965; this sub-class represeanted nearly 30 per cent of all manufactures exported
in 1965. These exports included oig iron worth ;3.6 million (includine ,1.4 million
to Japan and 31.5 million to the United States); crude ferro-nickel wortl . 320,000
(nearly all to France); bars, slabs, rods, etc., of ordinery gradec iron and steel, in
the rough state, worth {15 million (including nearly .10 million to Argentina);

universals and pleces of ordinary grade iron and steel worth «f.) rillion {nearly all

to Argentine); plates, sheets, wire, tubes, rails and railway truck construction
material and castings or forgings, unworked, of iron and steel, worth (9.7 millien

(the vast majority to Latin American countries).

54. Another noteworthy sub-clasc i: “hat o1 textiles, wilcn iaciugas rebrics and
related products (yarns are included in the "Frocessed raw materials" class and
clothing in that of niscellaneous manufactures). The value of exports of these
products was 3.8 million in 1960, it fell to less than .2 milliun in the two following
years, but recovered to 3.6 million in 1963, and rose to nezrly .7 million in 1964

and §11 million in 1965. The lest figure includes almost 35 million of cotton fabrics,
of which §$3.9 million went to the United States, 388,000 to various african countries
and $357,000 to other countries outside the Latin American regio;l. Next come exports
of sacking and jute fabrics to Argentina, worth §4.2 million; exports of special ;
products of textile materials (including 3,991,000 of cordage and cables, 95 per cent |
of which went to the United States); and lastly, exports of woven goods for use on

the beach end in sailing (canvas, sails, etc.) worth {600,000, of which 3,303,000 were
shipped to the United States and {122,00C to Venesuela.

55. The third sub-class in this class, in order of export significance in 1945,

is that of manufactures of rubber, ebonite and similar products. Exports of these items
were negligible in the first two years under review but increased to a value of |
$274,000 in 1962, $428,000 in 1963 and §5.4 million in 1964, diminishing to $3.5 million
in 1965. They include exports of tyres worth $3.4 million, almost all to Argentina:
36,500 tyres for lorries, buses and vans, worth §2 million altogether, at an aversge
price of §57 each, and 91,500 motor car tyres worth §l.1 million, at an average price
of about &i2.

56. Exports of msnufactures of metals and alloys earned §1.7 million, and exports
of mesnufactures of non-metallic minerals $l.]1 million (glass tubes worth $264,000 vere
exported to Latin Americen countries; poroslain or chinmwere, worth {218,000, nnﬂg
all to the United States; and refractory msterials worth $203,000 to Argentine). Voed
and paper nawisctures main‘ained their 1964 levels. The export figures for
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manufectures of skins and leather form a very uneven series but exceeded 4500,000 in
1964 owing to a delivery of 480,000 worth of soles, heels and other footwear parts
to the USSR; 10 exports wer: recorded in 1965. Manufactures of precious and semi-
preclous stones ar: increcsi.; bul have rot produced significant export figures; it
can readily be imagined, however, that many are exported unrecorded, partly in tourist
traffic. Exports in this sub-class earned (200,000 in 1965.

57. The last class remaining to be examined is <hat of miscellaneous manufactures;
this covers products not included in the classes already examined, and represents a
relatively modest total. The value of exports in this class was $750,000 in 1960 ani,
by uneven steges, reached more than §3 million in 1965. Individual export items
include musical instruments (among these, $162,000 worth of guitars exported to the
United States), sensitized photographic paper (§229,000 worth, all to Latin American
countries), sanitary fixtures and fittings worth ,1.26,000, shoes worth {133,000
(rearly all sent to the United States), galoshes worth {170,000 (to the United
States), calibrated syringes worth +176,000, and various types of cigars with a total
value of more than ,300,000.

58. It is true that, when Brazilian exporis are considered as a vhole, certain
primary commodities stand out in proportionate value; the figures just examined
nevertheless reveal a wide diversity of manufactures. The rapid expansion of exports
recorded up to 1965 demonstrates that a very large number of products can, under
certain conditions, find outlets on the world market, both inside and outside the
Latin American region.

59. With regard tc the destination of exports, some information has already been
given on individual products; more camplete data appear in table 5 below.

60. This table shows how exports of manufactures were distributed anongst the
various regions of the '.orld in 1964 - the latest yoar for which figures are available
and comperes this distribution with that of total exports. The United States takes

‘ 'MMofhsu'atotdopomhn.lmtlana@m—hrefiuommof

asnufactures. The main products exported to the United States are chemieals,
mmx,roumwmmamm,-mmmctul.
Bporte of mamufactures constitute 4.6 per csat of total exports to the Usited States,
mwmtms.snomammhmmw. The
amvummmmnmmﬁhmwg the proportics of expurts
amhmmhm&m-mwm~ummm
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Table 5
BRAZIL: EXPORTS OF MANUFACTURES AND TOTAL EXPORTS
BY DESTINATION, 1964
(Percentages of the total)
Destination Unirad Western Latin  Rest of
States Europe America the Total
Product World
A. Exports of meuyufactured products
Clage 2. Procesged or unprocessed raw
materisls 2.2 48 L3 A7 300
1. Dressed skins and leather 80.6 18.2 0.6 0.6 100
2. Synthetic ruober - - 100.0 - 100
3. Wood, worked 41.1 30.6 25.5 2.8 100
4. Chemical and mechanical wood pulp - - 100.0 - 100
5. Precious and semi-precious stones,
cut 4.9 28.2 L3 2.6 100
6. Wool tops 4.1 9.3 1.6 - 100
7. Textile yarns 75.8 16.4 7.5 0.3 100
8. Artificial and synthetic fibres
and yarns - - 83.0 17.0
9. Animal fats ‘ - - - - -
Glase 4. Food and beverages 0.9 4.0 40 10.1 00
10. Beverages Jb 2.7 557 15.2 100
1]l. Cenned reat and related products 3.0 6.3 1.2 4.5 100
12, Canned fish and related products - - 7%4.9 5.1 100
13. Prucessed milk - - - - -
14, Povdered oggs - 100.0 - - 100
15. Camned frauit %.5 12.3 15.1 3. 100
16. Caremals - - 1000 - 100
17. Preparations of coffee - - - 1000 M0
18, Proparations of ecots - - 0.0 - W
19. Bitracts end casemoss - . - - -
40, Oosmed vegetalls  Mb %S 20.5 g =
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Table 5 (continucd)

\ Destination United Jestcrn Latin  Rast of

LA TR Bty T L

—— States Europe America tha Total
Product \‘*\“‘ sorld
" products Q.1 170 Lo 12,9 190
21. Inorganic chemical elements and
products 12.7 21.8 20.0 45.5 100
22. Crganic chemical products 77.2 8.9 3.9 10.0 100
23. Pharmaceutical and medicinal
products 20.7 11.7  48.9 _ 18.7 1C0
2/,. Tanning and dyeing cxtracts 2.2 13.7 55.3 28.8 100
25. Essential oils and aromatic
products, perfumes, soaps and other
toilet articles 27.2 49.4 3.8 16.6 100
26. Fertilizers, manufactured - - 100.0 - 100
27. Plastic matorials and synthetic
l‘eains - - %02 108 1m
28. Miscellaneous products of the
chemical industry 66.1 28.2 5.0 0.7 100
Class 6. Machinery and vehicles,
parts and sccessories 4.8 8.1 83.7 3.4 100
29. Electrical machinery and apparatus,
parts and accossories 0.7 10.9 87.2 1.2 100
”o Power ‘enerltmg ucmery 1.2 15-‘ 670‘ 16.0 m
31. Agricultural machinery and
implements (excluding tractors) - - 10C.0 - 100
32. Transport ard 1ifting machinery
and uquipment 1.3 - 98.7 - 100
33. Machinery and equipment for the
textile mtu - 13.9 86.1 - 100

3. Yachinery and equipment for other
industries 2.4 1.3 7.7 7.6

33. Other mchinery and equipment 0.7 4.1 93.7 1.5
36. Vehicles, parts snd accessories - 0.0 89 MW.7 2.4

E8E
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Tablz 5 (continued)
Destination United desterm Latin  Rest of
States Europe Ametrica the Total
Product torld
Class 7. Manufactures clagsificd by
r terial 12.0 1.9 63.7 13.4 100
37. Of skins and leather 0.3 4.1 - 95.6 100
38. Of rubber, cbonite and similar
products - - 100.C - 100
39- Of wood and bark 7906 9.8 9.7 0a9 100
4U. Of paper and paper articles - - 100.0 - 100
41. Of non-metallic minerals 17.4 2.4 8C.0 C.2 100
L2. Cf precious and semi-precious
minerals 13.6 7C.7 2.6 13.1 10C
43. Cf base metals 13.0 7.9 59.9 19.2 100
44, Of metsl 6.8 15.3 77.6 C.3 100
45. Of textiles 12.8 27.1 52.9 7.2 100
Clasp 8. Miscellanoous mapufactures 18.7 11.2  64.3 5.8 100
46. Sanitary and lighting fixtures
and fittings 16.3 6.3 68.9 8.5 100
47. Furniture and accossories 7.6 0.5 91.9 - 100
48. Travel goods, handbags and similar
49. Clothing 2.6 13.8 7.3 12.3 100
50. Footwear 87.6 0.4 9.7 2.3 100
51. Professional and scientific
apparatus, instruments and other ‘
articles 0.3 12.3 86.4 1.0 100
52. Office and stationery supplies - 0.5 9.5 - 100
53. 8mall merchandise and articles for
personal use 7.1 12.8 7.5 9.6 100
54. Cutlery - 6.5 93.5 - 100
; 55. Other manufac'ures 18.2 1.1 60.0 7.7 100
Zotal manufactured products .3 2l 4L2 2d iR
Ad Rl sl M
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overall figure of 6.5 per cent. The exports in question consist mainly of food
products, particularly canned meat, followed by wool tops and essential oils and
aromatic products, manufactures of base metals, etc. The total value of manufsctures
exported to Ewrope was nearly 419 million (20 per cent of the value of all
manufactures), while total exports to Europe were worth 3600 million (42 per cent of
total exports).
6l1. Latin America was the main buyer of brasilian manufactures in 1964. I*
purchased nearly $44 million worth of these goods, which account for almost one-third
of all exports to that destination (value {139 million). The yi4 million represents
almost half the total value of industrial products exported (993 million). The main
items were iron and steel products, worth morc than 310 million, nearly all of which
vent to Argentina; vehicles, parts and accessories (nearly o6 million), manufactures
of rubber and ebonite ($5.3 million), etc.
62. The rest of the world takes less than 10 per cent of the manufactures exported
(some §9 million), as compared with some 15 per cent of total exports ($215 million).
In other terms, the ratio between the two is only 4 per cent, so that the situation
is very similar to that of exports to the United States.
63. Export conditions depend partly on the domestic market situation and pertly
on the country's export policy; it is difficult to forecast variatiens in the former
factor - and more specifically in the level of domestic demand - because they depend
on a mmber of general economic considerations. The dependence of emport prospects
on the demand of the domestic market is not really s rigia relationship in the sense
that only the products left over after sstisfying domestic consumption cen be ear-
merked for export. On the contrary, if the terms offered oca the foreign sarket were
- more attractive than those available at home, nothing - mot ovea the seerifice of
home comsumption - would stand in the way of exports. However, a0 sueh situation has
yet arisen, and producers prefer to supply the home merket. Ia Brasil it is considered
to be emport policy's function to imfwes producers to emport, end its suseses ia
doing so will be proportionate to the direct and indireet emport inseatives offered
 them.
64 In viev of the present situsidcn in Brasil snd the relatively shert peried
covered by this study, the limita of poteatial exports for individwal clesees of
products will be determined in relation to what can be schieved through isdensive
utilisation of available facilities, without prejudics o swpplies for %he hame
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The UNCT.D secretoriat, in co-operation with the regional econornic conmissions,
is carrying out 2 number of country studies in Lotin .anerica, ofrica and asia, to
determine the inmediote and future prospccts for increasing the exports of manufac-

turcs and scni-nanufrcturcs fron sclected developing countries.,

The vbject of these studies is not to present ~n cxhaustive snalysis of the
export prespects and problens of the countrics coneerncd, but rother to draw
attenticn to the scope for incrensed exports and to the measures which might be
tcken in this respect., In the case f developing countries which Jdo not posscss
any sicnificent expoert industries, on cttempt has been mede to cstimate what would
be the exyort prospects if export-oriented industrics were established as an integrel

part of the industricl development of these countrics,

These studies should, therefore, be regarded as only part of the examination
of the possibilities of building up anl expanding the exorts of manufacturcs and

sami-manufactures from the developing countrics,

The attoched study (document TD/B/C.2/35) analyses the short and ne.ium-tern
prospects for ¢xports of manufactures and scri-nanufacturcs from Brazil, 4 sumary

and the conclusions reached in the study are contained in peragraphs 1 to 16 belouw,

 A——————— W
e ———-————n
A

We regret that some of the pages in the microfiche
copy of this report may not be up to the proper
legibility standards, even though the best possible
copy vas used for preparing the master fichc.
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market. The results vill thus represent a basic minimum attainable vithout furtier
investasnt and vithout sacrificing the home market. However, the best results would
be achieved by promoting exports of products whicnh offer the greatest sdvantages
in competition, for in these cases less incentives would be needed.

II. w1t FACTORS AFFECTING THE EXPORT OF MANUPACTURES

65. This chapter attempts s brief survey of the various forms of official action
taken to promots the export of mamifectures, comments on the effectiveness of that
sction and draws atteation to certain pointe at which more needs to be doaes.
66, The field work for this study was carried out in Brasil at s time vhen export
promotion was receiving thw close attention of Govermmeut agencies, as vitness to
the drastic changes then being proposed in that coamexion.
67. At a later date, on 10 June 1966, Act No.502% ves passed, setting up the
Matiooal Council of Poreign Trade (CONCEX) and re-organising much of the legal aad
administretive systes governing export operstioms. The functioas of the nev Commeil
include laying down the main lines of foreign trade policy, adopting measures to
coatrol foreign trede operstions vhen the mational interest so requires, issuing
basic po'iay directives on suport finance and establishing standards, oriteris and
sdministretive procedures connscted wvith foreiga trade, and sepecially with exports.
The Coumsil aleso has certain powers of co-ordiastion betwesn the verious instrumeats
of foreign trede: custams policy oa tramsport, on perts and harbours, oa insurance,
ote. Desponsibilities hitherto divided amcag & large mmber of differeat bodies
have thus boen concentrsted in & siangle orgraimstion. CONOEX will be presided ever
Wy the Ninister of Industry and Trade, and the Pereign Trede Departaent of the Dumk of
Bresil (CAGRE) wiil ast oo ite sesretarist and oo the nain emsoutive orgen applying
the Cesisions of CONCEX ot the astiemsl level.
. The L0V sotting wp OCHOEE aleo comtaias provisiens ea fiseal, finensia) and
other guetions, vhish ere diosussed balov tegether with the other previsiens ia feves.
(o) Insimam

(1) Vader Instrustion Wo.279, dated )0 Septamber 1904, of il&lllllllgy od
Gredit Adnisioteution (SBC), sov distunied, intwivdsl wberprisse apartisng
annfestures ere anditiod %o tehe W o 30 povr coud of Ve furelign cmbange carned Yy
L X __ X K B Y ¥ __ X & F§ W XX N .
ﬁmmﬁ*wﬁﬁmﬁmﬂmﬁ
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goods imported are for the exporting concerrs own use. The seme 50 per cent can also
be used to meet finencial commitments abroad, provided that they are duly registered
in the manner required by law. For the importc referred to in this Instruction, and
in drawtack operations, exemption from exchange cover may be granted, and special
quotas of foreign exchange may be granted in anticipation of the export of
manufactures.

(11) Instruction No.293 of 29 March 1965, also issued by the former SUMOC,
increases from 50 to 100 per cent the proportion of foreign exchange earned by
exports of manufactures which is available for use by enterprises fulfilling the
conditions 1laid down in Inter-ministerial Instruction No. 71 of 23 February 1965,
and grants them exemption from financial charges and compulsory deposit.

(111) Instruction No. 284 of 16 December 1964, issued by the former SUMOC,
authorizes the export on consigmment of the manufactured products regulated by CACEX
Notice No.l56.

(b) Tex exemption

(1) Total or partial exemption from liability to import taxes or refund of
those already paid on operations carried out under the drasback scheme (Decree
Mo.53967 of 16 June 1964).

(11) 1n drawback operations, exemption from import taxes is accompanied by
exsmption from excise, customs clearance tax, merchant marine renewal tax - vhich
besoomes paystle -n the 'reightage of the goods imported - harbour restoration tax
end, in generel, all taxes which do not represent payment for services rendered
(Aot No.5025,article 55).

(141) Abolition of all taxes, duties, quotas, fees and contributions payable
specifically on any exported gools, emcept the emport tax (Act No.5025, articles
5 and 56).

(1v) The possibility that industrial products may also be exempted from export
Sax in specific cases to be determined later (Act No.3072 of 12 August 1966,
artiels 3).

(v) Authorisatioa, up tc and imsluding the financial year 1971, for enterprises
% doduwot from profits liable to inecms tax the emount representing exports of
mesufactares (Act No.5025, artiele 57).

(vi) Defund of the emount of She single tawes on fusls and lubtricants and o2
slestric energy wiich form part of the cost of mining iadustiry products whess sale
shroad it is desivedle to promote (Aot W.3025, artiele 5).




(vii) Exemption from stamp duty on exchange operations connected with the
export of manufactures (Act No.4505 of 30 November 1964, article 28).

(viii) Exemption from turnover tax on exported industrial products. This rule
applies in the States of S#c Paulo, Minas Gerais, Ric Grande do 5ul, Pernambuco and
Guanabara.

(c) Financing
(1) Apart from setting up CONCEX and referring to various other aspects of

export activities, tne above-mentinned fct No.5025 of 10 June 1966 also deals with the

provision of resources to finance exports or production for export by industrial

enterprises wishing to start selling ebroad or to increase their sales abroad.

For this purpose, the Export Finance Fund (FINEX) has been set up; its resources

will consist of budget appropriations, loans, donations and other funds which will
certainly enable it tc provide considerable sums for the purposes in view.
Regulations to give effect to the relevant provisions of the Act were issued in
CONCEX Resolution No. 3 cf 17 September 1966. This Resolution, which supersedes
Inz!~uctions Nos. 215, 250 and 278 of the former SUMOC, provides that CACEX may use
the resources of FINEX to finance, for a iong or medium term, exports of capital
goods or durable consumer goods for which payment is deferred. It may advance up to

#0 per cent of the value of the lnvoice - which may include the cost of insurance and

freightage ~ end the remaining 20 per cent must be paid by the importer before
shipment. .

The financing provided by CACEX may, if the authorities consider it desirable,
extend to transactions for which payment is to bs made in money of account or non.-
convertible currency.

In the case of operations covering a period of more than one year and vhere it
considers that satisfactory guarantees are provided, CACE. may absolve the exporter
from any share in the financing and assime responsibility for all of it, The
financing of exports for which payment is dus within 180 deys remains the
responsibility of the Foreign Trade Department of the Bank of Brasil.

(11) The Bnterprise Capital Demoorstisation Pund (FUNDECE) grants loans for
use as working oapital to enterprises vhich - besides meeting other priority
conditiens - produce goods for export.

(444) In sddition, the rules of the Generel Credit Office emplicitly provide
mbmsmaﬁmmmmwmmﬂ.
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(d) Investment

(1) A aumber of decrees provide incentives for investment in specific sectors
through Executive Groups operating in the Ministry of Industry and Trade which, in
considering applications, take into account the proportior of investment that is to
go into production for export.

(ii) The Investments Commission of the Ministry of Finance (kesolution No. 10)
; authorizes, as a matter of priority for economic development, the re-investment
3 of excess profits in the production of manufactures for export.

(e) Credit insurance

Under Act No.4678 of 16 august 1965, an Export Credit Insurance Scheme was set

up in Brazil to cover exports of goods and services on credit agairst commercial,
political and special risks.
(f) Simplification of administrative formalities

(1) Chapter III of act No.5025, which deals with standards, formalities and
procedures, maintains the obligation on exporters to register with CACEX and
confirms the terms of Act No.4557 of 1C December 1964.

It is further provided that CONCEX shall be responsible for all measures
adesigned to simplify and reduce administraetive requirements and formalities in

connexion with export operations.

The obligation on exporters to register with CACEX does not apply in cases where
the items to be exported are samples, small consignments or goods intended for the
consumption or use of Brazilian organizations or missions abroad, or in other
similar cases,

(11) Abolition of the "visa" on the export permit (act No.4595 of 31 December
1964, article 51\,

(111) Amalgamation of the export permit with the bill of lading (Decree
No.55,864 of 25 March 1965).

(iv) Stendardization and simplification ¢/ forms for the collection of the
taxes imposed by various authorities on exports of farm produce (Ministry of
Agriculture Instruction N0.958 of 23 November 1964). ~ |
() Qiher inceatives
69. Decree .'5.53,982 of 25 June 1964 provides that, in purchases of crude o |
petroleun and its derivatives by PETROBRAS, preference shall be given, vithout j

prejudice to competitive prices, to cocatracts under vhich the eaterprise smupplyiny
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the petroleum undertakes to purchase exported Brazilian products worth at least 20
per cent of the value of imports under the contract.

70. The number and scope of the provisions mentioned show that considerable
legislative efforts have been made to promote exports in recent years. The passage
of Act No.5025, which has been discussed at some length in the foregoing paragraphs,
marked to some extent the culmination of those efforts.

71. Considerable progress has been made in removing obstacles to exports, for the
previous system of regulations »rs so complicated that it discouraged any attempt to
export manufactures. The new provisions appear to cover every means of facilitating
exports and to solve many problems. However, the previous situation was so
complicated that, despite the new facilities and inducements nffered, it cannot be
said that exporters are now ideally treated.

72. With the passage of the act setting up CONCEX and generally regulating
foreign trade activities, .uthority to lay down the general lines of foreign trade
pclizy has been concentrated in the Council; the aim remains that of expanding
Brazilian exports. Formerly, this authority was divided among nearly thirty Federal
agencies, which had to apply and manipulate close to 200 enart.cnts of various types,
not counting State and municipel regulations; this gives a measure of the progress
made by the concentration of authority as described above and the re-organization

of rules and regulations under Act No.5025.

73. As regards the financing of exports, the main limitations were, on the one
hand, a shortage of resources for the purpose and, on the other, potential exporters'
ignorance of the sources of finance.

74. The first limitation - the shortage of resources - still exists, but the
problem is being tackled resolutely and effectively, as witness the recent
sstablishment of the Export Finance Fund (FINEX) under Act No.5025. With regard to
the second limitation, ignorance among potential esxporters of manufactures with
regard to sources of finance seems to have diminished; this is borne out by the
increase in the of transactions finqneodz/nnd in the number of products for
vhioh financy ™

Y Moo tions vere finanoed in the first six months of 1966 as
ia S \ period of 1965,
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75. Generally speaking, the legislation in force is fairly satisfactory and so

are the facilities for investment, including those for investment in small

industries working for export (e.g. credits from the National Bank for Economic

Development (BNDE)).

76. Next comes the question of determining the rate of exchange. When the survey

vas made the rate of exchange was altered in Brasil from 1,850 to 2,200 cruseires to

the dollar. This measure seems to have been intended to encourage exports, since

steps were also taken to curb the rising costs of imported inputs (abolition of

advance deposits). But any advantages afforded by these measures are unlikely to

last, for they will be wiped out as production costs rise. Without going into detail

on this subject, which is bound up with the countrv's general economic policy, we

would point out that the ability of an industry to compete in the international

market depende essentially on the balance between the rate of exchange and internal

costs, That balance, together with prompt and active measures, would best ensure

sustained and systematic efforts to introduce and establish Brasilian products on

the international market.

77. There is another general factor that may have an important offect: namely,

the vast campaign being waged in Brazil to popularise experts of manufactures. This

campaign is sponsored by the Foreign Trade Department of the Bank of Brasil (CACEX)

and all publicity media are be‘ng used, including slogans like "Exports are the

answer" and "Exporting is easy", advertising in the strests, newspapers and

periodicals, and informative articles describing export operations and offering

assistance and technical advice.

N . All these activities help to oreate a favourable climate for export

 uwerations, and special efforts are being made to interest small and medium-eised

eaterprises vhose horisons are usually bounded by the home market. The promotion

. ommpaign is not focussed on selected produsts but seeke to inculcate in the public

. an attitude of mind that vill lesd to prastical action provided that parallel

~ Basures have been taken oo the econcmic snd operstional side.

.”, Nevertheless, there are still sisable obetacles to be overcome before

mnﬁmmhmm Mmumum .

* dotail in Chepter IV, ma&nmmmu&«summ SRR
iafrastructure atroed; the limited possidilities of finding the resources to build (

one, Wmmmmw m;, umwma '
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III. Survey of certain prooucts and tici.. cxport potenti-nl
80. In the last few nonths of 1965 o survey wos :ade in Brazil on the exoort prospects j
for a 1list [ wL-nufaciures. The list was nade up nainly by selecting, {rni. each of the |
classes or sub-classes of procucts iito which exports are Jivided, those products which,
in view of tie characteristics »f the industrics prolucing the:., the technolicgical
features of the products etc., werc consilerci tc be representative of oroa.ier sectors.
The results of the survey of the products sélecte:! were supplemented by appiraisals -
nainly qualitative, anc based on infor.ction obtained fron industrial organizations,

banks, etc., and in general on whatever relcvant i.itoriel was available - of those products

or groups ol products which had not becn analysec individually.

8. On the basis of nll this material, estimates of expert orospects were :ade as will
be secn in tho next chapter when table § is under Aiscussion.

82. As might be cxpected, not all the 55 sub-closses of articles shown in table 3 are

equally well represented, it is o commonplace that in investigations of this type, for
which only « short tine is available, tl.c degrece of accessibility of inforiaticn is

almost bound to be ariong the factors Jetcruining the selectisn of products.  This
limitation, then, aceounts for thc .isparity in cegree of reprasentation amwoing the

various sub-classes aid, in some cases, in the legree of lotail in which the products are
discussed.

83. Lastly this chapter will show, for each of thc products smecified, the limits of
export potcntial based on the procuctive capacity availablc and, above all, on the
competitive capacity of prices. For cxmple, once the acceptability of o product on the
international market has been deterrined so fer as cost is concerned, the volune and

value of exporits attaineblc will be asscsscd on the assumption that plants will be
intensively utilized. Such estinmates are subject to many reservations. In the first
place, cost depends on nmcny variables, (level of Cewand, output, the exchanga rate etc.).
Suffice it to mention that curing the survey (on 16 N vember 1965) the value of the
dollar rose from 1,850 to 2,200 cruzeircs, and that for this reason alone cortain products
nov praviously competitivc in price bacame so overnight. To avoid such complications,
the results of the survey ere basod on the assurption that the exchange rato is geared to
fluctuations in domestic costs; this could be achieved by various means such as automatie
adjustnent of the exchango rate (wiich is casier once inflation has been curbad), special
payments for exports to offset such adjustuents, and preferences for importing countries.
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84. The olher © . ji1. obstacles in the way of full utilization of export
capacily have been neither ignored nor unierestimated; nmention will be made in every
cas> of the protiems avaitirg solution.

1thes anwa cothar machire tools

The machine-tool industry is just emerging from a period of heavy demand
crenved by the steblishment of the motor vehicle, spare parts and components
indusiry and the devclopment of cther engineering activities as described in the
FCLA study on the Lubjnct.é/ Tz i1ndustry supplied a high proportion of national
dewerd - abtoot €0 par cenl by a number of machines, but a much lower percentage in
terins of weight,  In other words, it supplied most of the light-weight machines
required, the heavier michines being imported. The industry has thus developed a
crgvee of specialization which, used intensively, would provide appreciable quantities
¥ prcivets for export, perhaps enough to offsel purchases of the machinery that has
to oo laported.

£5, T we take lathes as representative machinery in this category, it should be
acted that Brasil's industries are now producing 1 - 14 shifts a day and that very
few entorprises sre systematically working for export; 525 lathes worth less than
$i milllon in 211, were exportad in 1964.

87. Lathe production covers a wide range of weights from 1 to 63 tons; the unit
vaine of the mackines varies not only with their weizht but also with many other
technical and qualitative features. Labour intensity varies in inverse proportion
to the valie of the lathe, from 50 per cent for the cheaper machines (worth about
§7,000 ecca) to some 30 per cent for those worth §6,000, which may be taken as
“opresentative of the dearest lathes if the still more expensive ones that are
prcdvied from tine to time ere ignored. The variable incidence of this factor,
{ogether vith other technical factors, makes the lighter-weight lathes (1 to 5 tons
and 1,000 % 3,000 mm between points) the more competitive; they are quoted at prices
between §1.4 cnd 42 por kg. In this category wention should be made of the lightest
Jathes (1 to 2 tone), hich ar: priced at less than §1.7 ror kg.

83. The national output of lathes may be estimated at about 5,000 units, so thet
exporss represent a tenth of the total. If the utilisation of productive capecity
wes increased to 2 shifts a day and there was no change in home demand, there would
be an exportable surplus of more than 3,000 units, worth 36 million.

{/ For fuller details sec The Manufacture of Industrial Machinery and

Bquipment
io Latin Axarica, II. The macuine-tools industry in Brasil:s United Netioms
Pablicuilon Sales No. 63.11.G.4.
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89. Although price !s one of the decisive factors in export operations it is also
necessary to consider quality, or rather the limitations associated with production
cheraczteristics. cuality presents no problem within the limits of the standardized
products, for the lathes have proved themselves against foreign competition in Brazil
and in earlier exyorts. However, as regards working charecteristics, the lathes

(and mac;ine toolc in general) produced in Brazil have certain limitations which
restrict sales prospects in the developed couniries' markeis to certain categories
of consumers (maintenance and general services, schools etc.). Nevertheleas s
significant number of industrial lathes have recently been scld to industrialized
countries. There is undoubtedly great scope for Brazilian lathes in the markets of
tie developing countries.

a9, The above-mentioned limit of productive capacity does not, of course,
necessarily represent the true prospects for exports because, quite apart from the
problem of price and quality, most enterprises would face a problem in marketing
their products sbrozd - a trem~mndously difficult problem, perhaps impossiblz for the
smaller firms to colve individually.

Products of the heavy engineering industry

91. The Brazilian industry manufacturing capital equipment has appreciable
experience in varicus product.on lines ¢nd forms a nucleus of establishmeats
equipped with sizeable produc:*on plants, 1Its growth (at a rate of 8 per cent a
ycar between 1960 and 1965) nas Leen the result of a largely spontaneous programme
designed to meet home demand, sometimes carried out in financial and commercial
partnership with very reputable international concerns.

92. The industry's level of aggregate output (worth 3210 million in 1964), its
well-established specialization and its high flexibility in prcduction afford a basis
for sn objective estimate of its potential for export to Latin American and other
markets,

93. The first step in estimating that potential is to consider those products
that are economically competitive because ol & combination of imputs or resowrces
whose local cost presents advan’ages in relatioa to the international market. Ths
investigation cannot, of course, be based rigidly on this approach, for there are
other factori:, some transitory and some more lasting, which may operate in favour of
& more vigorous export policy; aemong these is the desirability of a high plant
utilization co-efficient, especially in periods of reduced homs demand,
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3. Despite the considerabl. cos. of social services iu Brazil and the fact thaw
lJabour productivity is lower there thun in the industrialized countries, one ol
Prazil's relative sdvantages in the world market ‘ies in real labour costs; haence,
28 pointed out in the ECLA document on basic equipment in Brazilé/ in connexdion with
the price level of Brazilian monufactures, the more labour-intensive products shculd
be th2 more competitive. To this facior may te added the cost of certain raw
materinls, such ns forgings, and the production designs for certain products.

95. Theso Jactore, together wita otnar comoonents of manufacturing cost, are

nsed as poirts of refevencc in the following review of certain categories of prciucts,

(a) Eouirmeont for ti~ oil-rvfining indvetry

ch. Brazil has no mrnufactursrs specislizing exclusively in the production of
oil-refiriug plant. Indus*ries witii adequcte pioduction facilities and technical
know~how backnd by forsigr c:zintering experience turn to the manufacture of cuch
piant vh-n 1t 1s 11 dorand. wiile at 4h. same ilme producing plant (complete or,
more often, parts under sub-zontract) [or o*her industries.

97. tems of cil-refining <qguipinzat which cra be produced competitively include
boiler-houce componcats such as storaze tanks, pressure vessels, direct firing
vertliezl furnaces and lerge-diarcier velded tubes, as well as metal structures, box-
type direct-firing horizont.l firn.c.s, etc.

58. lor preeision eneincerine -~woctiet~ (rurps and .ompressors, steam turTbires,
overheard travelling crarne parts, 1if<s, etz,) and specializcd products (instruments,
velves, ejactors ~nd specirl fiitr=s) thars are, generrlly speaking, no pronouncecd
advanteges, «nd their prices may scmetimcs be higher than those quoted in the
interacsiionzl ma~icct,

9. For otasr itens or products for the oil-refining industry, such as electric
motors, transformsrc, generstors, elsctric wires and cables, there are as a —uic no
advantages ln competitlion, primarily because of the high cost of imported raw
materials (rninly copper and silicon steel), and in some cases also owing to the
scede of productica.

5/ See ]
wm.m_.mm
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Item 6 of the proposed revised provisionsl agenda

MEASURES FOR THE PROMOTION, EXPANSION AND DIVERSIFICATION

OF EXPORTS OF MANUFACTURES AND SEMI-MANUFACTURES FROM

DEVELOPING COUNTRIES; CO-OPERATION WITH 1HE UNITED NATIONS

INDUSTRIAL DEVELOPMENT ORGANIZATION (UNIDO) AIMED AT THE

ESTABLISHMENT AND EXPANSION OF EXPORT-ORIENTED INDUSTRIES

IN DEVELOPING COUNTRIES; OTHER FORMS OF ECONOMIC,
INDUSTRIAL AND TECHNICAL CO-OPERATION

Note by the UNCTAD secreterist

This study analyses the short and medium-term prospects for exparts of mapufacturesr
and seai-manufectures from Brasil; it is one of & series of such studies relating to
other developing countries in Latin Americs, Africe and Asia, and vas completed in
fovember 1966,

These studies have been undertaken in ccaformity vith the progremme of work of
the Committee on Mamufactures, which states that the secretariat of UNOTAD showdd
w«mummmuwmerwmumm,u wpl
a,wmmmm«mmwnuotm«mww‘
awwﬁxwmsf rostionsl trede in swsh
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100. Of the groups of products mentioned, Brazilian industry could offer t'.>se
in the first group at prices 10-20 per cent less than those normally quoted on the
international market; prices for products in the second group would equal the
international ones; those for the remainder would be hlgher.

101. With the capacity now available, Brazil could easily produce, over and
above home market needs, some 50,000 tons of products in the first group. Priced at
about §0.35 to $0.40 per kg. the exportable surplus would be worth between §l17.5
million and $20 million,

(b) t \ ra t

102, This equipment comprises hydraulic turbines, generators, transfo,mers of
various types, and accessories. Due to the high cost of the rav materials (mainly
silicon steel and electrolytic copper) it is not, as a rule, possible to compete
with vorld market prices, at any rate so far as standard or mass-produced models are
concernel. In the case of certain very heavy products of high labour intensity,
Brasilian industry may have a competitive advantage over other countries; this
spplies, for example, to 100,000 k7A generators, for which Brarilian prices are
about 10 per cent le¢ss than those quoted in the United States. However, Japanese
and European (German and Swed:n) production is even more competitive, with prices
some 35 per cent less than Braszil's.

103. There is capacity available for the production of this equipmeat, although
the physical limits of such capacity are difficult to define because, here again,
the eaterprises concerned are able to switch over to other production. However,
assuning thet demand exists, the additional output attainable to meet it can be
estimated at some $10 million worth per year (totel weight 5,000-10,000 tens,
depending on the type of product).

(o) Esulzment for cement production

104. The following cosponents of cement-producing plant oam be manufactured at
prioces which offer competitive advantages on the intermstionsl markbet: metal tenks
and silos, fans, sieves, overhead travelling crenes, m-ﬁm m
cmplex equipment sush as rotary kilns and reducing furnaces or other multd«
henoe mass-produced, items sush as pumps and compressors, electric moters and
gespretors, would heve diffioulty in ccmpeting. mmnmﬁﬂt
mmwmuamu.munmﬁm

»
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105. The capacity available for potential exports of Lhese products depends on
the development of home demand; according to the forecasts of home consumption wp
to 1970, national output will be insufficient. Nevertheless, since thers are times
when demand stagnates and since the heavy angineering industry has some flexibility,
it would seem safe enough to estimate the average production capacity available
for export at about 5,000 tons, worth between $3.5 million and §5 million.

(d) Equipment for the iron apd stee] industry

106. Applied to equipment for the iron and steel irndustry, the foregoing
considerations indicateq that tanks, welded tubes and light and heavy strustures
could Tace internatirnal competition. Their price, at arocund $0.50 per kg. 1is
comparable to those cpoted in the United States. The productive capacity svailable
for exports can be «stimated at more than 20,000 tons ($10 millioa).

(o) Equipssot for the pulp and peper induetry

107. The most competitive items are wood sterage and processing equipment;
water supply and distribution equipment; pipes and connexions; recsusticising

equipment; digesters; cast-iron stock pumps; and items with similar
characteristics.

108. The capacity available for manufacturing such equipment is very much under-
used, working about one shift in 1965; it may be estimeted at some 5,000 tons a
year, worth approximately $5 million. However, other special machines of more
compiicated design, which would preseat competitive advantages of labour-inteasitly
(pulp-preparation, paper-meking and finishing mechines) should also be takem imto
acoount. Unit prices for these items range from §2 to §2.5 per kg. Output of these
machines ocould easily be brought up to 2,000 - 3,000 tons a ysar, vorth betweea

$4 million and §7.5 million. |

109. With regard to potential exports of heavy engineering producte gemerally,
At vill be noted that the various products have been considered in tevme of o
classification by use, the object being to ascertain the prospects for Bresiliss
induetry in, for exsmple, the ewseution of projects of internationsl seope. Ia
Mﬁ,‘tblinitll&mferm&mmuwhmm‘n;
in other words, given flexibility in the productive operatiocns of the emterprisse
conosrnsd, it may be possible, vithin certain limits, to produse s cestuin musitow
mwupmmAm-meums.ummmmw\ "
.etwmtsntmmtm
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110. In addition to price and productive capacity, most of these products are
affected by the following factors:

(1) Trapsport: Since capital equipment 1s usually very large and the
competitive advantage lies in the bigger products (tanks, structures, tube and pipe
cystems, etc.), transport costs are an unfavourable factor, especislly for shipments
overseas. Freight rates are not, perhaps so high as to cancel out the competitive
advantages in the £.0.b. price, but the subject calls for careful study in view of
its possible reperocussions.

(11) Frinspoing of customers: Countries installing basic industries often obtaln
Tfinencial aid on condition that they buy their equipment in the country supplyling
the aid. This procedure is a form of diserimination inimical to export opportunities.

(111) Relation
producing capital equipment are linked with international enterprises, but the latter
have not made it a mejor principle of policy to seise the competitive advantages of
Brasilien production. The usual attitude is that the function of Brasilian factories
is to supply the home market or, at most, sdjecent countries. This limitation arises
out of the special conditions of the rmarket, and perhaps explains why plant is not
fully used and why gosts are higher than they would be if the scale of production
vas more in balance vith productive sapecity.

111. Relations between Latin imerican subsidiaries and their pareat eaterprises
will be examined in amother report on that specific subject; euffice it to meation
here that this problam vitally affects the export of cepital eymipmest manufactured
in Brasil. | ,
Raihnx relllag sieck .
112, mmm.mmdwmmﬁm‘m.
in this commexion special attention was devoted %0 the study of goods wagons; these
are made wp of several ocomponents, and there is e petentisl swplus of output in esch
case, varying in volums from one aumponsat to amother. T industry chould bs able
to inorease production by some 2,000 wagons, worth sbout §24 million at a prios of
spproximately 12,000 each. This pries would Do very ccmpetitive on the internstionsl
nariket, for the United States mamufacturers ask §15,000 to §16,000 each for their

S
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113, This type of production is subject to various requirements with regard to
delivery, planning, financing, etc., snd for this reason price cannot be considered
the sole deciding factor in the industry's competitive position.

Iron and steel products

114. One of the most dynamic industrial sectors in the economic development

of Brazil is undoubtedly the iron and steel industry, which has been expanding
rapidly in recent years. Although substantial exports of iron and steel products
have been recorded recently - almost $)4 million worth in 1964 and about $40 million
worth in 1965 - the possibility of meintaining a steady flow of such exports must
be examined very carefully, for it is particularly difficult to estimate the
movement of home demand for these products.

115, Per capiia consumption of steel is considerably less in Bragil than in
Argentina, Chile or Venesuela. This suggests that, although the Bragzilian iron

and steel industry is carrying out a plan to expand output, much if -not all of

the increase could be absnrbed by the domestic market as more of the population
became consumers of steel. It is consequently difficult to determine how much

a year the Brazilian steel industry will be able to export. |

116. According to a recent study made by a foreign firm of consultants,

considerable exportable surpluses can be expected during the next few years. The
size of these exportable surpluses is shown in table 6 which also shows the
forecasts made in the new National Iron and Steel Plan.




BRAZIL: EXPECTED CAPACITY, PRODUCTION AND CONSUMPTION OF IRON

Table €

AND STEEL PRODUCTS FOR THE PERIOD 1967 to 1972
(Thousands of tons)
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o~ Products: Rolled products Seamiess
Year ----§-"“--__r> Flat Non-flat Total tubes
- 1967
Installed capacity 1,820 2,000 3,820 150
'80% of installed capacity 1,460 1,600 3,060 120
Consumption 1,385 1,515 2,900 61
Exportable surplus 75 85 160 59
1968
Installed capacity 1,935 2,035 3,970 150
90% of installed capacity 1 740 1,832 3,572 135
Consumption 1 508 1,664 3,172 61
Exportable surplus 232 168 400 74
1969 ’
Installed capacity 2,130 2,300 4,430 150
90%. of installed cepacity 1,920 2,070 3,990 135
Consumption 1,645 1 830 3,475 6l
Exportable surplus 275 240 515 74
1900
Installed capacity 2,470 2,375 4y 845 150
90% of installed capacity 2,220 2,140 4,360 135
Consumption 1,795 2,005 3,800 61
Exportable surplus 425 135 560 74
1912
Installed capacity 2,890 2,810 5,700 150
90% of installed cepacity 2,600 2,530 ,130 135
Consump tion 2,120 2,215 4,395 61
W surplus l m 255 735 | 74

m: boos-~Allen eai Hmdlton, Int. Ine. iﬂWMkMImnMSM

Plan.
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117. The above estimates are, of course, subject to the fulfilment of certain
conditions, of which the most important are that installed c:pncity should increase
to the level indicated for each year and that the plant utilization factor should
attain 80 per cent in 1967 and 90 per cent in the subsequent years.

118. The valus of the exportable surplus wouid then amount to some $30 million

or $35 million in 1967 and would exceed 90 million by 1970-1971. The exportable
surpluses shown should probebly be regarded as somewhat optimistic, for the grcwth

of home demand has been rather conservatively estimated.

119. It was thought advisable to confine the field study to two products whose
export prospects depend not on fluctuations in home demand, but on the
characteristice of the products themselves: thick steel plates (280 cm wide) and
charcoal pig. The only Latin American countries producing the former are Brazil

and Mexico; they are used in shipyards and in the construction of oil tanks; and

it would therefore seem reasonable to suppose that s considerable part cf the

region - and especially the southern extremity - would be supplied from Brazil. At
present the capacity for rolling these plates is about 300,000 tons a year, but it

is of course possible to produce smaller sheeta in the same rdlling,mill. The
capacity of the mill could easily be increased tc¢ 900,000 tons & year.

120. In 1964, 12,471 tons worth §1,352,201 in al., or $108 per ton, were exported
out of a total production of 82,000 tons. The home market took only ibout 60,000
tons owing to a fall in activity at the shipyards, whose recovery would soon dispel
the stagnution in this branch of steel production. Even then there would be a wide
margin of production capacity for heavy plate.

12, Charcoal pig is another of Brazil's specialities. It is used in the
manufacture of parts for the engineering industry and in steel production. Charcoal
pig, carefully produced to certain specifications, is a raw material sought after by
manufacturers of special steels and also by those who make castings with unusual
characterisiics. With its superior quality it fetches a higher price than ordinsry
pig iron made with met .llurgical coke. ' '

122. World production of high-grade charcoal pig ies very small in relation to the
demand because its manufacture involves special requirements such as the use of high-
quality raw materisls.

123, Conditions in Brazil are very favourable for charcoal pig production. Apart
from charcoal, whose production has to be planned, the raw mater: '+ are ;huaﬁilﬁg of
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high quality and found close together. Hence Brazil could offer the world market

two types of pig-iron; high-quality pig for speciel purposes and ordinary pig for

foundries.

124. At the end of 1958 Brazil had an installed capacity of 300,000 tons a year

for the production of charcoal-pig in plants that did nothing else. The expansion T
of the motor vehicle industry in the ensuing years created an additional demand that é
aroused intercst in pig-iron production among many industrialists; as a result, }
more than forty new enterprises were established for the purpose in 1959 alone. Most
of these new plants were equipped with a medium-capacity blast furnace, to produce
some 600 tons 'a month.

125. The entirely unplanned increase in production achieved by private enterpriase
augmented installed capacity to about 850,000 tons a year; this is far in excess

of home demand, so that large stocks accumulated, compelling some plants to suspend
and others to reduce production.

126, Moreover, the pressure of demand for pig-iron induced the new enterprises

to be Jhducing it with the most elementary basic equipment, in the hope of
1mpr6v1ng ¢1d supplementing their plant out of income from sales. The lack of
outiets for their production has forced most of them to make do with their existing
equipment and to do without that required for manufacturing high-grade pig of
uniform composition. They lack laberatories at which to anaslyze the raw materials
and the pig iron, batchers for charging the furnaces, precision instruments for
measuring the volume, pressure and temperature of the air injected into the furnaces,
etc. ,

127. The enterprises established in 1959, plus those set up before znd after
that year, add up to more than sixty. The process involves a series of operations,
such as tho mining and transport of raw materials, charcoal- and re-
afforestation, and employs a large leabour force. Some estimates™ put the labour
force required to keep the industry working at full capacity, i.e. produocing

850,000 tons of pig-iron a year, at more than 24,000.

128. Existing consumption of this product in Brazil is e¢*%imated at 350,000

tons a year; in other words, there is an unused capacity of 500,000 tons & year for
vhich thers is no immediate outlet on the home market. It would therefare be desirable
to £ind a stable. foreign market which would give a high return in foreign currency.

6/ See

ig, by Osanan Jarbes Loureiro,
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The price of high-quality plg-iron now stands at $60-70 e ton, and the potential
value of exports ic betveen §30 million and $35 million.

Ships and boats

129, The shipbuilding industry ie well established in Brazil. The many shipyards
in existence - wwo ol vhich are much larger than tne others - are capable of an
anmual output of 200,000 grows registered tons, working a single shift. They are
also able t¢c undertaks repeirs on Frazili=an shipping and on foreign vessels calling
at Brazilian ports.

130. Originelly, for l-~ck ci technical experience and owing to the smallness of
the market, the enterprises supplying certain items to the shipyards (mainly diesel
engines and thick steel plates) took littie interest ian this type of order and prices
were uccordingly rather high: this factor put up the cost of the final product.
However, the shipbuilding industry has prospered and the ancillary industries lLave
gradually expanded. brirgirg the prices of the items they supply to a level somsvhat
clossr to one at which the principal industry could meet international competition
more confidently. Among “le obstacles still to be ovarcome are the problem of
multiple taxation - vhich onsurs also in other horizontelly structured industries -
and the persistent)y high prices of steel, diceel engines and certain other coxponents
of lesser importance. Howecver, “uc expansivi .. m.ckets is gradually reducing the
margin by which these prices exceved international. prices, and the shipbuilding
industry is bensfiting from the incentives provided by the Merchant Marine Fund

for the axport of ships.

17, By 1965 two large vesscls of 12,000 tons each and two amaller vessels of
3,000 tons each hed been exported. These transactions and the award by a Britisi
firm, to one of the lorge. Bracilien shipysrds, of an order for a large floating dock
suggest that the industry will thrive in the coming years.

132. On the basis of the existing installed capecity and the unised surplus, the
feasible level of potential exports can be estimated at rovrhly $30 million a yser.

qz/’ !nr fz:;@:; details, :;; Lo
Messarch (RPEA), pp. 48 4.
industry 1is hnnniAes th&t' :
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Vchicles ond ports
133. The Brazili-n motor vehicle induciry had made grceat progr:ss in recent ycars,

Under the pl-'n launchcd in 1956, Brezil hos roplaced nearly all imports by domesticelly
produced vchicles; it now has a dozen large production and assembly plants and over
2,000 small and medium-sizcd foctories producing parts and replicements. Motor
vchicle production reached a peak of 191,194 vehicles in 1962-/ for various rensons,
however, domestic market prices arc much higher than internctional prices and the
export prospects are poor.

134. The sole cxceptions are moncbloc buscs and jeceps, which =re produced

chcaply cnough to have brought in some large export crd.rs clready and to othur
prospects for expansion. In 1964 forty buses wore cxported at an average price of
$12,000, in 1962, 314 were exported at an average pricc of $13,300. With intensive
use of productive capacity 4,000 vehicles, worth n totnl of $5 million, could be manu-
factured for export.

135, Jeeps, at an average cxport price of $1,800, could be marketed abroed, and
there is productive capacity available., Tcking jecps together with other small trucks.
of similar characteristics, it is estimated that an additionel 2,000 vohicles a year
could be produced, with a value of $3.5 million.

136. Even for such vehicles it would be optimistic to think of merkets outside
Latin America; but vehicle components, parts and acccssories could be sold overseas.
Some international concerns use Brazilian factories to make parts which supplement the
output of their home plants or of other subsidiarles; therc will certainly bo scope
for more arrangements of this kind once suitable terms are agrecd upon. Furthermore
many Brazilian enterprises producing under licence to foreign firms, parts and
accessories for which there is obviously a world market posscss unused capacity,
Lastly there are many Brasilian producers of parts and acoessories, some of whom
belong to an association and who are also in a position tc supply a foreign market,

if one can be found, with products of satisfactory quality at prices that could be made

sufficiently competitive,

137. The market for parts and accessories falls intc two main categories:
replacement parts for old vehicles (i.e. discontinued models) and p:ru fm- cmt
models, . The producers interviewed very in thair af.t&wéo 'kg the peebl f P

A
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these products on the markets of the industiialized countries; some take no
interest in the replacement market because it means short runs, vhile others consider
it the most promising market for the Brazilian industry. The variety of their

views shows clearly that there are a number of ways in which home demand could be
supplemented by exporting a wide range of products in different lines. What is
plainly needed is action by the international concerns or by representative
associations, whether in the importing countries or among Brasilian exporters, to

set up systematic flows of trade.

138, With co-ordinated marketing it would be possible to put the available
technical resources to use, and it will be an easy matter to export some $10-15
million worth a year,

Tractors and road-making equipment

139. The tractor-manufacturing industry of Brasil consists of some six concerns
with a combined capacity, on single shift, estimated at 21,000 units, Production

in 196, amounted to 11,500 units. '

140. Production of wheeled tractors started in Brazil at the beginning of the
present decade, and is still expanding. Potential export capacity can be estimated

at 10,000-15,000 units; assuming that these are small tractors, they will be worth
$20-30 million. Generally speaking, production costs make it possible to break into
the foreign market. The cost of manufacturing a tractor is much lower than in
Argenting and comparable to that of manufacturing a tractor of equal horsepower

in the United States, but it cannot compete with that in Burope (Italy and the

United Kingdom). '

14. There is no great capacity for manufacturiug caterpillar tractors and

other road-building and rosd-maintenance equipment, and any export possibilities

would depend on a shortags of home demand. At the present level of production,
however, owing to the high cost of raw materials, prices are out of touch with the
international market, being 20-30 per cent higher than current rates. To make exporte
possible, the level of output would have to be raised consideradly; and the market
worlld in any case bs Latin America, for shipments oversess, especially of tulky
machinery, would have io contend with high freight rates.

142, If the price obstacle could be overocme, there should be encugh ocepecity
to produce some $30 million worth of this machinery for the foreign mexket: among
other items, 200 lifting trucks, st §8,000.0;,000 sach; 200 meckunical shovels st
§20,000-25,000 sach; and excavetors end *mesenission aysteme of verious \gpes vegth
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This directive was further amplified at the Committee's resumed first session,
when the secretariat was requested to study the scope for the expansion oi imports of
manufactures and semi-manufactures from the developing to the developed countries and
the measures to be taken by the developing countries for increasing such exporta.y

In addition, the Committee agreed that for the diversification of exports of the
developing countries, it would be helpful to have information on the manufactures and
semi-manufactures which could be produced by the developing countries and for which
there is sufficient demand in world markets to warrant the establishment of export--
oriented industries, due regard also being pald to the conditions of supply of the
said products.zj

Lastly, it should be noted that this project gained the support of the second
meeting at ministerial level of the Ad Hoc Committee on Latin American Co-ordination
(CECLA), held at Buenos Aires in March 1966 (resolution 2/66).

In compliance with these directives, the Manufactures Division, in co-opersticn
with the regional economic commissions, is carrying out a number of country studies
to determine the immediate and future prospects for increasing the axports of
manufactures and semi-manufactures from selected developing countries. The object of
these studies is not, however, to preaeht an exhaustive analysis of the export
prospects and problems of the countries concerned, but rather to draw atteantion to
the scope for increased exports and to the measures which might be taken in this
respect. In the case of developing countries which do not possess any significant
export industries, an attempt has been made to estimate what would be the export
prospects if export-oriented industries were established as an integral part of the
industrial development of these countries. These studies should, therefore, be
regarded as only part of the examination of the possibilities of building up and
expanding the exports of manufactures and semi-manufactures from the developing
countries. A summary, together with the conclusions reached in the study, are
contained in paragraphs 1 - 16 below.

3/ See report of the Committee on Menufactures on its resumed first sessieon
(28 Pebruary - 9 March 1966) (TD/B/69 - TD/B/C.2/14), pars. 9.

3/ Ihid, peara. 29.
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143. The prospects for exporting bearings seem poor owing to the high levcl of
production costs imposed by the under-utilization of plant - a factor sggracatod in
recent yeers by reduced demand and the establisbment of new evLterprises - and by the
cost of the raw materfial {special steels, so far imported). Moreover it 15 ha:d *o
see how production zculd be integrated 1in the area of the Latin American Preae
Trede Associctlon (IAFTA), [or ther» are sinmilar prodiction Zines in several
countries.
144. Production in Brazil is limited to a few types of bearings made to meet
the demand of the industries manufacturing moior vehicles, domestic electricel
appliances and, ‘o a small extent, railway rolling stock. These producis, which ai»
vsually mass-produced. do not bererit from the competitive advantages offared by
low labour costs. Furtheimora tre manufacturc of special »roducts whicn would
benefit from thosa advantages ‘vould enteil large-sscale additions) investxent;
however, considering the economics of the world-wide enterprises already producing
these articles in other parts of the world, this would rot be justified.
aretie-making machines
145. The Brasili-n enterprise that produces cigarette-making machines and
similar cquimment is a subsidiary of an international concern which has other
subsidiaries in various perts of the world. The home marke* is nct big enovgh to
absorb the nutnut of the enterprise, end 80 per cent of iy is exported to pisces cll
over the world. The enterpriss works full time, obtaining almost &l its supvlies
on the home market.,
146. By comparison with the value of these machines ({25,000 to §28,007 euch),
transport costs are fairly low: it cosis 3-5 per cent of their velue ‘o snip them
socross the Atlantic. Thies enablee the entorprise to competc vith the other
subsidiaries ard even with the parent firm, since it enjoys oxtensive freedom o
trede independently of other units in the seme indust-isl complex. The svccess
achieved with exports proves that the Brazilian piant is ocmpetitive providsd that
the equipment is used intensively, and there are indications that it rar be expaaded
vith & view to imnmg tmm. |

147. meozam:mmuu.wmmwwu
700,000 machines & year; mn:mmmm,@m 3 year,
mmmmwa&iﬂum mmtmﬁwaﬁm

:
3
:




T0/8/5.2/35
pi3e 44

during the perird uader review vas recorded in 1964: 45,000 machines worth §2.1
million. It is estimated that productive capacity would be sufficient for four
times this volume of exrorts, with a total value of about §8 million.

148, The enterprises producn various types of machines (pedal, manual, electric,
semi-industrial end industriel), but those with the best prospects for export are
ordinary non-eleciric domestiic machines, which also formed the core of exports in
previous yeers. These fetch an average price of ebout $50 each, which is
competitive ensugh on the internstional market end much more competitive than. the
pricza charged by other countries in Latin America where, owing to the small scale
of manufacture, costs are twice or three times as high as in Brazil. Hence the
mec3t. obvious outlet. for exports would be in Latin America but for the existence

of very severe protection; there is every likelihood that this will become even
riore severe upon the establishment of new plants in countries which have hitherto
been Brazil's best customers (e.g. Chile, which imported 50 per cent of Brasil's
seving machine exports in 1964).

149. In the world market there is very keen competition from Japan and other
Asian countries vhich export heavily to the United Ctates and Europe. The prices
quoted by the Japanese industry are 50 per cent less than Brasil's. Africa and
cortadn aceas in Asia might #1so provide worth-while markets, but as a rule this
weold entail a concerted plan of action between parent and subsidiary enterprises
on how to share th: market. Cuv pionounced difficuliuy is that all the plants in
'oparation in developing countries produce similar, if not ideatical, models of
seving machines. Thot leaves the theoreticel possibility of supplying the marginal
market (i.e. that for the cheeper models) in the industrialised countries. This
too would depend on agreement with the parent firms, for such penetration would
involve a degree of competition within enterprises.

Qffice eguipment '

150. This group includes typewriters, their parts and accessories, and adding
and caloulating machines, but sxcludes electronic equipment. These products,
altliongh mass-produced, are labour-inteasive. The main plants belong to international
enterprises; in viev of the existing coxpetitive advantages, and of the even

~ greater putential advantages which conld be realised through intensive utilisation
of plant, these enterprises, givea suitahle conditions, would certainly be disposed
%o launch systematic expoart drives. If thay &id so, At is estimated that the export
potentiel would be in the regloa of §4 milldes verth.
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Electronic data processing and computing equipment
151. There is an international enterprise operating in Brazil, and the subsidiary

was questioned about a plan of complementary operations involving divison of labour

and market integration. Two types of machines are produced in Brazil and a third

type is to be produced if certain parts ars available. Other countries produce
complementary equipment, snd there is thus a world-wide trading network which allows

of adequate specialization and production scales. According to the figures for

recent years, the enterprise exports 65-70 per cent by value of its output. It also
does a great deal of importing under licence and therefore in variable quantities,

but usually more than it exports.

152, Exports are, in fact, tied to imports. but they could be increased, especlally
to Latin American countries, if tariff protection was less severe. There seems little
prospect of exporting to other continents except in a sporadic fashion. Production
costs at the Brazilian plant are competitive enough in the world market, but an
important factor in the assignment of orders to subsidiar 'es by the parent firm is
ability to deliver. In the final analysis, the distribution of work among the
subsidiaries depends, perhaps, more on balanced utilization of the plants than on
actual competitive advantages. It should not be forgotten that these producers ere
taced with & very dynamic demand and operate in vhat is virtually a monopoly situation.
me_e.

153. The problem in assessing potential exports of tyres lies, not in the
availability of productive ca.pa.cityy or of technological knowledge but in the price
factor. Since the labour component of the product is véry small (on average only
about 5 per cent), the biggest item of cost 1s the raw material.

154. Moreover the selling prices of tyres on the home market are fixed by the
Govermment. and this is no incentive to the industry in genersl. A combination seens
possible with Argentina, through the international enterprises wnich have plents in
both countries; under such an arrangement, Brazil would bs assigned the production

of motor car tyres incorporating a high proporupn of plastics, which are more
compstitive in Brasil than in Argentina.

155. It is estimated that, with the existing plaat, the productive eMii
available for export could easily reach a value of §10-15 million - in other m,
dmu.wmunxqammmm Mmaaprablm&mﬁi& \

9/ Production ia }36{.: 4.331,3&: wm and 3,157,m i.w m :
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tyres manufactured for home use are designed to withstand more wear and tear than
in the United States and Europe.

156. Of the many products covered by this heading, those with the best export
prospects are the products obtained by processing the country's own basic raw
naterials. These include ethyl alcohol, caffeine, menthol, pappermint oil, rosewood
oil, soaps and detergents, liver extracts, tanning extracts and the like.

157. Closer exsmination reveals further prospects for more highly processed
products; availability of the raw material is still the vital factor, but in these
cases it must undergo a more refined and complex industrial process. Such products
include, among pharmaceuticals, vitamin B-12, bulk penicillin, tetracycline and
antibiotic serums and, among organic chemicals, oxalic acid, vinyl acetate and
heterocyclic compounds; very few inorganic products are likely to do well in the
export trade. |

158. With regard to potential exports of products in the first group, the problem
is one of marketing rather than of production. To encourage such flows it is necessar)
to £ind new customers, to give the products a stronger position in the world market
and to promote their use, perhaps in competition with synthetic substitutes. Generall)
speaking, the limits of productive capacity are ample and, given the demand, it should
be an easy matter to double or treble the existing exports. This, particulerly in

the oase of certain specific products, might entail rationalizing tas production or
processing of the raw material, but the assurunce of a regular flow of exports would
encourage steps in that direction.

1%9. The more highly processed producte are subject to other limiting factors
besides those of the market. For pharmaceutical and medicinal products there are
problems of price, but even here it should be possible to double exports, which
reached a total value of %1.2 million in 1964,

160, The greatest limitation on organic products is home demand, and there sesms
no prospect of any greast expansion of exports. '

lextiles '
161. In theory, conditions in the cotton industry are ideal for the predwctieon of

'Wabh manufsctures. The rew material - cotten - htWMMef
Brasil; the industrial spsigmsnt umilakle Vo Joue ~ o
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prices competitive. With a few exceptions, however, exports, whether of yarns or of
fabrics, fall far short of the maximum rttainable. Exports of yarns and fabrics,
which have never yet exceeded some "3 million in value, could easily reach %10 million
if there were more exporters, for those now exporting lack an ample supply of idle
capacity.

162, There is a need both to rationalize production and to organize markets; it
is common knowledge that international competition in cotton menufactures is very
keen, and that a sound plan of action is needed in order to break into the market,
all the more so since the countries most closely involved are the Furopean countries
and the United States.

163. The purpose of rationalizing production is to meke Brazllian manufactures
more competitive on the world market. So far some 20 per cent of the industry can be
considered capable of producing at prices competitive with European pricea;lg/ but
throughout the rest of the industry, despite the low cost of labour, the cost of
production is at least 30 to 40 per cent greater, within a‘very wide range of
variation, .

164. The structural changes which most of the industry must make in order to
increase productivity and reduce costs are a matter of constant concern to the
Government authorities; the probleme involved are so complex that it would be rash
to predict their solution in the near future.

165. As regards wool products, the high exports of combed wool (tops) in 1964
must be considered merely sporadic and exceptional, for the plant cepacity available
in Brazil is no more than is normally needed to supply the spinning mills (indeed,
most of the enterprises are integrated) and Brasil lacks the specialisation and well~-
established tradition of Argentina and Uruguay. ,

166. Hard-fibre manufsctures must be considered soparately; this applies
particularly to jute. Climatic conditions in Brasil, especislly in the Amason basin,
are ideal for jute production; there are few other countries in the world vhere this
is so. By encouraging jute cultivation, Brasil was able to cease importing this
material (whether raw or processed) in 1950 and began to export it; as alresdy noted
in chapter I, the valus of exports was almost %4 million in 1964, representing some
5,000 tons of msmufectures.

tal
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167. Taking into account existing and projected plants and the expected crops,
the quantity of jute producte evailable for expur b in the near future may be
estimated at 20,000 tons, worth about %20 willion.

1468, A very important potential market is Argentina, which now imports betwaen
40,000 and 45,000 tons of these manufactures, mainly from the Indian sub-continent,
169. International competition is very keen because the participants include

large-scale producers of this fibre (India, Pakistan, the People's Republic of China
and Thailand) and some of them also have a manufacturing industry. Some of the
countries that import the raw material - such as the United Kingdom, France, the
Federal Republic of Germany, Italy and Belgium -- also manufacture it.

Worked wood

170. The products considered include such items as compensates, coreboard,
celotex and the like but not sawn or roughly dressed boards. The latter are the
backbone of the export trade, earning $46 million in 1964, but they are only slightly
processed and it will be more pertinent to consider the prospects for somewhat more
highly processed products. |

1. The Brazilian industry is highly specialized and has excellent and abundant
home-produced raw material at its dispossl. In addition world demand is very high
and, since Brazilian producte are available at competitive prices, the export trado
with all parts of the world is well developed. Productive capacity is intenaively
used; some enterprises work three shifts, even nn Sundays. Plans to expand
production are under study and should produce a substantial increase in export
capacity.

172. It 1s estimated that, if these plans are successful, export capaoity should
be about #10-15 million. Lowering tariff barriers in the industrialised countri«s,
especially the United Kingdom and the Cosmon Market countries, would provide strong
encouragement for increased exports to them.

Scluble coffes

173. This product also has the obvious sdvantage of sbundant raw material, wiih
no problem of quantity. Several new plants have been set up to prepare soluble
coffes and one recently began exporting to the United States. Prices, which ero
oontrolled even for export, sre tied to coffee prioces (it takes 3 kg. of coffee bLueans
to make 1 kg. of soluble eoffn).mmaruumefmavmpemmn
oapacity 1t womnld te wﬁh ia S ¢ 2 e 7
million.
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174. One of the largest enterprises producing soluble coffee has set about
installing processing plants in the consumer countries. So far as this enterprise

is concerned, the manufacture of the product in Brazil will depend on the provision
of incentives for the parent {irm to concentrate production at home and to export
from there to the world market.

Preducts crepered from cogos

175. Cocoa is another product favoured by domestic availability of the raw
material; with the existing productive capecity, now only partly used, it should

be feasible to export a total of 8,000-10,000 tone a year at an average price c*

%2 per kg. representing a total value of $16-20 million. In theory the most ?&aﬂy
attainable markets are those of latin America, which - except for Argentina, where
there is domestic manufacture - normally import such products from the United States.
176. So far as prices are concerned, the European and United States markets are
also open to competition but, since their quality requirements differ from those of
the Latin American markets, new lines would have to be developed.

177. A prerequisite for increased exports of these products is encouragement for
Brazilian enterprises in their efforts to break into the international market. These
enterprises, which are of fairly recent origin, are still in the stage of building up
the home market. In certain cases, too, it is foreseeable that an agreemont will
have to be reached between the subsidiaries and their parent firms abroad on what
should be produced to supplement supplies to the European and United States markets.
Sanned nest |

178, The prospects for inoressing exports of canned meat depend on solving the
problems of animal husbendry which have long been under discussion in Brasil: how to
inorease the livestock population, how to rationalise transport to the canning
factories and how to make efficient uss 5 the bLy-producte (leather, fat, eto.).

It would be optimistic to predict the speedy solution of these problems or, by that
m. axiy rqpm inorease zn m’n.
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Alcoholic beverages
180. The Brazilian alcoholic beverage industry is developing fast; test sales of

Jines, brandy and champagne have already proved successful in certain markets. Since

ARRRE g AT BT o e

f there is idle capacity at the plants, prospects are good, and it is estimated that
: exports of these items can quickly be increased to some %4 million worth, First smong

% the most promising openings is the export of brandy to the United States.
Musical instruments |
181. Several Brazilian enterprises produce various kinds of musical instruments

(guitars, accordions, percussion instruments and pianos), of acknowledged quality, at
highly competitive prices. Trial exporte have already shown that the prospects ace
good, but the enterprises are usually on a small scale and will have to be given help
in marketing. The most promising market is the United States.

Toys

182. Despite strong competition on the international markets, there would seem to
be some scope for increasing exports of certain simple types of toys. If exporters
were given suitable assistance in securing foreign markets, especially in Latin
America, the level of such exports could be raised to about *1 million.

M .

183, Brazil has abundant reserves of precious and semi-precious stones, and a
woll-established tradition in gem cutting and jewellery manufacture. In view of the
relativoly high unit value of these products, exports are potentially substantial and
might attain a value of, say, $10 million a year; but the trade would have to be
encouraged by appropriate measures. This, however, does not seem to be an easy nmatter,
as the market for such products, especially precious stones, might Le very sensitive to

fluctuations in supply to meet a rather inelastic demand.
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SUMMARY AND CONCLUSIONS OF JOINT UNCTAD/ECLA
STUDY ON BRAZIL

1. This study is a part of a series of investigations :ar:ied out jointly by

ECLA and UNCTAD for the purpose of estimating the prospects {or certain Latin American
countries with regard to the short-term export potential of manufaclired products
without the halp of additional investment in productive capaciiy, and considered
mainly from the standpoint of supply.

2, The essential aim of this report is to throw light on certain aspects of
Brazil's capacity to export manufactures; it does not purport to suggest a programme
for the attainment of specific export targets. Such a programme could not be
prepared solely from technical data of the type analyzed in this report - surplus
capacity, availability of raw materials, costs, prices, etc. That would, in practice,
entail making a choice among several possible courses, and such a cholce can be made
only on the basis of govermment decisions concerning the industrial and general
economic development of the country. It is hcped, however, that the method employed
and the general and particular considerations put forwerd regarding the problem may
prove useful in formulating an export devolopment programme,

3. The estimates which ere given in the last chapter of the document - and which
were based on the analysis of a necessarily limited 1list of products -- shouid be taken
mersly as orders of magnitude of Brazil's export potential on the assumption that a
series of conditions and requirements - such as an abundant supply of raw materials
and an improvement in industrial working conditions and in certain institutional
factors - will Le met.

4. The analysis deasls mainly with supply conditions and thus takes into account
the productive capacity available and certain other factors - prices, the availability
of raw materials, marketing procedures and so forth - which give an idea of the
capacity of the products in question to compete on the world market. Although this
study does not deal explicitly with certain important specific problems relating to
demand - market studies, tariffs and other barriers of equivalent effect such as
quantitative restrictions, and so forth - demand conditions have in sume measure been
taken into account, particularly in the analysis of products. In fact, one of the
criteria for the inclusion of a product in the list of potentially exportable items
was the potential competitiveness of its price on the world macket, to the limited
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extent to which this factor could be assessed from the data available. The report
thus gives some idea of the possible reaction of the world merket to the supply of
Brazilian manufactures, based on the price at which they would be thrown into
competition with others. As to the scale of supply, it was not felt that placement
would present any major problem in view of tbe small volume involved in proportion

to world demand &8s a whole.

5. The competitiveness of the products in guestion has bean analyzed in terms of
the internstional market rather than of the more favourable market of the countries
members of the Latin Americur Free Trade Arsociation (LAFTA); however, the estimates
refer to total export capacity regardless of destination.

6. At a later stage of the analysis it may be necessary tc examine the

behaviour of the world market, but that will have to be dors in terms of the various
national markets, Such an examination is beyond the aims oi' the present study

which, as already stated, takes into account only the order of magnitude of world
demand as compared with the supply of Brazilian manufactures, In breaking down

that totel demand into its national components, consideration would have to be given
to the favourable and unfavourable factors affecting the various national markets.

7. The studies of this series, are uniform in structure: a first chapter devoted
to statistics of past performance is followed by an examinetion of the institutional
factors affecting exports, while the third chapter sets out the results of a direct
survey of certain products, carried out in late 1965, indicating export opportunities
and the prerequisites for making use of them, The last chapter uses the results of
the survey and other more general information (from official sources or from
manufacturers' and exporters' associations) to produze preliminary short-term (one
tc two years) and medium-term (four to five years) projections of the exports that
could be achieved assuming the fulfilment of certain general and particular
conditions, which are spelled out in each case.

8. Although it is desirable for purpose of comparison to keep the reports uniform
in method and structure, this does not preclude the posaibility of some differences
in the surveys, the analyses of past performance and the conclusions drawn.

9. Thero are, in particular, divergencies due to the continuing variation from
country to country in the classification of foreign trade atatistics, which mske it
hecessary to reclassify the data on manufsctures, with some minor disadvantages.

The United Nations is preparing a draft statistical classification of items of
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200, The differences in the projections between hypotheses A and B, which umount
to some 160 mi.lion in the short ter: and some 775 million in the medium term, may

be taken as indicating the order of magniiude of Lt e effect of home demand cr the
lavel of potential exports.

201, In the first case, in which the point ¢f departure is the maximum annual
exports in the five-year period considered, ir was found that, out of 55 sub-classes
of producte exported, 32 reached thelr maximur in 1964, while 5 peaked in 1963, 5 mcre
in 1962, 7 in 1961 and 6 in 1960. The year 1964, therefore, seems to predominate,
especially in the "machinery and vehicles" slass, thet of manufactures classified by
raw material and that of miscellanecus mamifactures. In other classes the indication
of the peak export year varies considarably, to the point that in class 4 (Foods

and beverages) 1964 is not mentioned, since in reality (see table 3) its best export
year was 1901, as it was for chemicel products.

202, Basing projections on these reak figures means admitting the possibility
that the conditions of the recent past may continue or recur in the years to come,
whether us regards home demand (the commonest cause of a rise in exports) or as
regards possible outlets for Bra:ilian products abroad.

203, The second case, which takes as its point of departure the average exports
Jor the last Lhree yeawsll/can be justificd on the grounds that over a long perlod it
may be assumed that home demand would, on average, be satisfied and the potential
margins available for future exports would antumatically allow for the satisfaction
of home consumption.

2004, It may be objected that the eoplication of the same percentage increases to
both hypotheses is a questionable proceeding, and that the absolute increases might
be the same in both cases since they depend essentially on a potential expansion of
production estimated at the levels last reached with the resources available. This

objection is not en irely velid, however, because vroduction possibilities may vary

1L/ It vas thought inadvisable to work on a five-vear average (which would give
1. or results), ae that would disregard or minimize the structural chanzes
made,
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according to whether the export trade becomes a continuons regular flow or develops
sporadically or haphazardly.iﬁ/

205. The limits indicated under the two hypotheses may reasonably be regarded as
the maxima and minima attain:.:ie. taking into account possible fluctuations in home
demand and other objective factors extraneous to export policy as such. These

targets naturally depend on the fulfilmert of the conditions specified in table 7 for
each sub-class of products, and of th. ,eneral conditions indicated in chapter II.

The results of the projections - which, as already pointed out, are given purely for
11lustrative purposes - and the whole of the foregoing analysis of the conditions
under which the export of manufactures is developing in Brazil thus serve, inter alia
to indicate the wide field of action open to the authorities and to exporters of
manufactures,

206. Lastly it will be apprepriate to repeat here what was said in the earlier
report in this series, on Argentina: namely that, although the conclusions arrived at
are rnecessarily limited in scope, mainly because the study has been approached solely
from the standpoint of supply, it is felt that the results, together with those of the
other studies in the series, might provide a starting point and a basis for
negotiations to prepare the way for a steady flow of mamufactures from the developing
to the industrialized countries.

12/ 1If the data for 1965 had been included, the short-term projection would have
glven a figure of “255 million on the hypothesis of reduced home demand (A)
and of {156 million on the hypothesis of slabilized home demand (B). Since the
actual value of exports in 1965 was 2158 million and it is very probable that
the 1966 figure will be slightly lower, neither of the two estimates would have

iven acceptable results. The estimate based on hypothesis A would be nearly
%100 million too high. The agreement batween the actual figure and that of
hypothesis B is merely a coincidence, for this hypothesis assumes that home
demand has been stabilized and it obviously has not. since by the end of 1965
and the beginning of 19¢6 eccnomie activity in general and industrial activity
in particular had not attained what cculd be considered a8 normal rate for an
economy in untrammelled growth,

All this bears out the evident superiority of the estimates based on the statistical
data available up to the date of the survey. In fact, the hypothesis which

aasumes a reduced home demand - i.s. the one which puts the short-term export

figure at 3160 million - has proved to be the right one, because it fits the

real economic conditions, and furthermore the estimates based on it have been

ign{ézmed in practice by the $158 million worth of goods actually exported
5.
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IV. PROJECTIONS OF POTENTIAL EXPORTS

134. From the study of a selective sample of manufactures which are considered
representative of general export prospects, coupled with the statistics of past
performance examined in chapter I and the information provided on manufactures in
general and on products not included in the sample, it is possible to attempt an
estinate of Brazil's export potential.

1385, It will be appropriate to repeat here that every effort was made to ensure
that the products analyzed were representative. This was done by selecting them on
the basis of certain characteristics of the incustries producing them and with due
regard to their main technological features, sc that the products chosen could be
considered properly representative of broader rectors. As to the remaining products
vhich were not analysed individually, the aim was to take tLem into account by means
of a general, me nly qualitative, appraisal besed on information provided by chamhers
of commeroce and associations of industrialists and exporters and on other relevant
naterial.

186. It must be emphasised that these projections are purely illustrative. Their
validity depends on a great many largely unpredictable factors. The following
estimates, therefore, merely indicate which products or group of products, acoording
to the data available and assuming that the requisite incentives are providad, could
be s0ld in greater quantities on the intermstional market; an attempt will also Mo
made to indicate the limits sttainable ir the short or medium term.

187. In addition, the factors which directly affect exports, either by encoursging
or by impeding them, will be identified by groups of products in order to facilitate
vhatever action the oompetent authorities msy wish to take in the matter; no
attempt 1is made ct an exhasustive list.

1s8. The various mssasures needed in cesh case determine the length of tims that
must be allowed for the applied stimuli to sield prestical results. PFor inetanoce,
vhere the main prerequisite is retionalised cultivetios, the time regquired will
obwiously be wuch longer than where the solutien liss in loager-ters fimansing.
159.  The orders of mgnitude suited to policy msesures st offisial and enter-
priss loval repressst the theoretical limits of the projections; to these muet be
isteruational , v mprudicteblc,
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190, The quantitative estimate of the projections is preceded by table 7, which

is designed to show what export trends are possible and what problems will be faced

in promoting them.

191. Owing to the limitations imposed by the classification of products and by

the symbols used, tine conclusions have had to be drawn in very general terms,
especially in classes 5-8, where each sub-class covers a very large number of products,
sometimes with contrasting characteristics. To take an example, the prices of the

raw materials used in the production of machinery and vehicles include some competitive
prices (for cast iron, weldings and roughly machined items) and some high prices

(for forgings, steel and finely machined items).

192, Such cases are illustrated in chapter III of this report, where the analysis
defines, for certain products, the basic factors determining advantages or dis-
advantages on the international market.

193, The data in table 7 should be regarded as applicable to the average products
in the sub-classes mentioned, with the implication that each sub-class may include
products with different characteristics The same consideration should be borne in
mind with regard to the other factors affecting production.

194. Export prospects and the appropriate incentives are undoubtedly simpler for
primary products, but this consideration should not be allowed to restrict exploreation
of the theoretical possibilities of wider diversification of exports.
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195. To the estimates given in the last two columns of table 7 some estimated
co-afficients can be applied showin_ the possible short-term (1-2 years) and medium-

term (4-5 years) increases in exports, as follows:

Percentage increases in experts

Shert term Medium term

Insignificant - -
Slight and slow 10 20
High but slow 50 100
Slight but quick 40 50
High and quick 100 200
196. Once the basic hypotheses have been made, it remains to decide to what

A first soluticn is to take as the
starting point the peak export figures for each category of products, which represent
the limits already reached and which can be used to project the future development

figures the increases shiould be applied.

of exports under the most favourable conditions. This procedure, however, has the
disadvantage that the peak exports may have been achieved under exceptional and
transitory conditions (e.g. a decline in home demand or sporadic foreign demand).
197,
a few years, so as to eliminate exceptional factors that may have affected the
prevailing trends. This method also has its limitations in the case of a developing
country, for it weakens the effects of any structural changes that have taken place
ther-.

198, F-om this standpoint it was not thought advisable to take the 1965 export
figures into account under either of the two hypotheses.
was that, when the investigation of a sample of products - unquestionably the main
basis for the estimates of Brazil's aggregate export potential - was carried out,

the available facts and figures went only up to 1964. Hence the assessment of export
prospects is closely bound up with the situation prevailing up to the date of the
investigation. The significance of this factor is ull the greater if we bear in

mind that all the conditions affecting industrial development are rapidly changing.
199, The results are given in table 8,

Another solution is to take as the point of departure average exports over

The main reason for this
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