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Port I.    Economic aspects 
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Introduction 

The Uruguayan machine tool market is small owing to the fact that the metallurgical 
industry in this country has found it difficult to develop, more because of the 
limited size of the domestic market (in the range of 3 million inhabitants), a 
shortage of domestic raw materials and insufficient capital than because of a lack 
of human resources capable of making this industry function. 

Although certain types of machine tools have been produced in the country, the 
devilopaent of this industry requires a aarket expansion and capital investment which 
cannot reasonably be expected to com from within the country itself,   fhe production 
and marketing of machine tools in Uruguay is thus directly linked to the country's 
international trade and if Uruguay is to benefit from such trade to the maxim«, two 
factors should be taken into account.   Firstly, the country mast be able to select 
for import the best products from both the economic and technological point of view, 
taking the characteristics of the domestic market and of the national metallurgical 
iaductry into account.    Secondly, Uruguay mimt increase its efforts in fields in 

which it can compete effectively on the world market, particularly the Ut to American 
market.    It can achieve rapid growth in areas which recuire the development of 
specialised technology, sue« as those related to the machine tool industry, if the 
necessary stimulus is provided. 

la this report, a briof study will be made of the Uruguayan amohina tool industry 
in order to five a fanerai idea of the extent of the existing stock in so far as this 
•ay he deduced indirectly,  since no specific data on the subject is available.   Beta 
available on the quantities of equipment imported end the laws governing importation 
ia also given.   I» addition, the conditions in which machine tools operate in Uruguayan 
industry are examined, thus making it possible to arrive at conclusions and recommenda- 
tions lor the development of this sector. 
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Machine too IB .in Urugxay 

Neither the  specialized bodies nor tht   private organizations concerned in Uruguay 

possess data or tir basis of which the existing stock of nr chine tools in the  country 

can be aeaosaed.    In f'ict, the only information which has anything to do with the 

existence, utilization,  production or import of machine tools in Uruguay is that 

contained in the economic reports provided by the Central Bank end in two surveys 

conducted in I963 and I968 respectively by the General Statistics and Census Board. 

Those surveys did not include questiona on the number or type of machines and the 

Central Bank»3 information is confined to some economic indicators and to value© of 

imports in dollars,   Thu3, in order to estimate stocks and consumption of machine tools 

in Uruguay we must use an indirect approach and examine the economic nnd technological 

oharfccteristies of those branches of the metallurgical industry in which machine tools 

aro most widely used.    In historical terms,  the Uruguayan metallurgical industry 

developed after 1930 on the basis of import  substitution}    it haß always been designed 

to meet the requirements of the domestic market and has received substantial protection 

fro« the State. 

fhc raw materials are imported suad the technology is usually national although 

licences from foreign firms ere also used in the case of core sophisticated products. 

In view of the limited size of the domestic market,  production must bo diversified 

and versatility in functions nnd equipment  is needed.    For this reason, the acquisition 

of highly specialized equipment is generally avoided,  efforts being made to perfora 

several operations with one and the snme p: oce of machinery which is selected on the 

bagis of its versatility,    Likewise*, the need for versatility of production means 

that the worker« employed in Uruguayan induetry rapidly acquire a high degree of 

training because they hxve to perform a variety of tasks with equipment which is not 

highly automated. 

tettOfigagrt, of the Retjûwprkinj; m* engineering branch duri* the period 1960-1^1 

The index of the physical volume of production in various branches of the 

metallurgical industry is given in figuro 1.    This index, which is expressed as a 

percentage, taking 1961 as the base year, was prepared by the Central Bank using a 

crons-scction of establishments.    Analysis of figure 1 shows a great variation in 

production which is the recruit of the fluctuations in and instability of the domestic 

market and of official  economic policy. 
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Import:;  md the legi miction  in forre 

Gince no  data on import ? of  specific typer, of achine ry io available, we can only 

gain rxk idea nf the tot-:.l ir.iyorU;  OJ   machin»., tool::, ini o Uruguay durine +hc lrst <?ocadi.. 

Thiß tot cl in piven in figuro s, "hi eh iróV.-ctt s the value ir. bollare of machine tools 

imported tdnec  I960.     On the baois of the  total inport  figure:,   it  con he established 

that no more than a few ncorc of nicchine too1;' of my significance wore imported 

annually.    In the laut few years,   some of theoe imporle have taken place under the AID 

syetem,  which is described below. 

Between 16 December 1971 and 9 March 1972 the following equipment was imported 

into the country under the AID system!    7 engine lathen;    4 milling machines? 

1 grinding machine and 1 threading machine,  representing a total value of US$100,198, 

By comparison with the total imports given in the figure it can be seen that imports 

under AID represent a substantial part, of the imports of Uruguayern machine tools, 

fho AID provisions are based on a regulation g-oveming the domestic use of 

dollar credits for the private sector for terras ranging from six months to ton years, 

Goods may be imported from the United States of America and the American countries 

south of the United Staten.    For goodc to be imported from Latin American countries, 

their CIP price must be lower than the CIF price of equivalent producta in the 

United Statesi.    The ainimum transaction is US$5,000 rnd the maximum US$250,000,    The 

approval of MD/M must "be obtained for larger transo et ione.    Amounts are payable 

half-yearly.    Transactions rrc recorded in foreign exchange and the bank e nay charge 

4 per cent per year in all.    This loan ia operated on the bacie of the list of 

United otates correspondent os    f!h — <•> Manh,•_-•. + -^ Bank N.Y.,  etc.    The credit do vs not 

includo freightage or insurance unlesö the goods are shipped in vcssols flying the 

United States flag and inourcd through farms specially authorized by Alu/M. 

A guarantee for all these imports is provided in advance by the Central Bank of 

Uruguay. 

Apart from the AID ßy^tem, imports of machine tools arc governed by Uruguay's 

current import regulations which include the surcharges listed below, with a tariff 

rate of US$5.385/kilo. 

X   ' 
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Import surcharge ..... 

ChrrçcB of the Bcnk of the Republic 

In addition! 

15$ 
1 + 0.' 

Harbour charges 

Customs duties . 

Costs    . . ,  . . 

of CIP value 

Ibr tho taport of copUal tKia valued „t „or. th*. UstlO 0«,   ,„    „ 
roÏJlr8B depoalt. (for Blx Mirthi( lator tttmtuth ^^¡~. «» Oontna B»* 

w « g«-! «„«*,, ,. availoMo for XK thM thMc ^ m ^ 
W  SÄT* i8 •-"- '" *» - «*- i—, tho ron«*« <„..»„ m 

(1) Ä) îh' î0!1? ÎT0*8.*reo Trado *-^u- 

•   •   •  •   • 

•   • »  • « •  « 

yo&rst 

<»»c yoari 

• t • •  • • • 

• • • 

• • • 

t •  • 

* • • 

« t » 

• • 

io»S 
WE 

21<# 

30C$ 

450$ 

^2)   to another fe»  

3 fa)   fîwoufîi IiAWâ 
C2)   Otker . , # # 

id)   If ffcmiieing te £0r lûm ihm 

(l)   Through UWA 

i (2)   Other . . , 

j imposes char«oß oraou«*^». *„ i« Ms tÄe W^«KI© tedi 

j At present, the Genti*! Brjik issuee «olla*« fe* i*«***a .* *„ 
1 *o the dollar. 1"po*1* * tMe **• °* 544 peso® 

approaaasteiy 860 pesos to the iollar.   the «+4«. *—     -1, •«•••* «*" 
• e*«***« ^oker *ho *«. * J^ *«—«• U carried et* tte^ «e« «•©r MIO charges 5 per cent of the Co* value. 

'htmi fwrrrr*" 

[ P~~wi.lt. for such dovelen»»* ^ tho „otaUur^ical i„dtt8try ' 



•nrovi('< r:   ; "import   for tai ^,1'»-;-.,-+   • r +-,   ...       T •       .,„,•,, ., ,,, .      . 1 —I>^.A...^   .j tju.j'   ,     i.. lXl..r to i,.v^lü;> tiiv.  i:ietellui7-;icr.l 

Tit'   uw.ii-^inC iîVu.:1r:; in Un^-ry,   th.. ^i-tin,.  ri-,c:\-   -.:   .rdiin:   toel". .mint  be 

1         •    T-    ••'• <• •    ,     I1  ,-r+,   th.-.:   c;:i;.'tinr r:i;ork o i 
Urucvay-n  urchin--     >ol .   i 

teck-. -;lc{.-ìcl   rx\"T.r< :. 

li- .'AA.rrv; Vf. 

•UCi, 

1'"  :n,l f'-.v.:.' not   incorporate the Most  recent 

•""   tlu  (';rnwi!if -tuv-V-j-ic:;,  t-trre-:: rutón?tion,  numeric: 1 

certi-],   .te.     In r^'itH,   •-et.-llur.-jc-1  ^.vi 1->nev.t  re cui re-s  .-.r  c:;n ncion of the 

':;i:"t^"c •:t'4°i" of -1"^i- tool-   Vcru-..,  vMk it  i-   in;:: thri  urde rutili set ion ie 

ree ir.^rabl,    in COù.   or se -,   Jhì.    0t.   -  -rrlly iron Ih    ver-  structure  of industry 

(r leur:, nu«ib,r -,f saaii ,:l-;(^ri-,, uith iî3 mvci.ic .reaction lines). 

ïim...  (V.arad for ¡.aohir, t^l-  in Uru^ry nay Jerome t--  n.vtrc.1 tinen itn 

nrecert  1^:1 if the utjluiyi«!  inùunlr. cxn,wV.    ¡Jven i,   -M-   cree,  however,  n 

ßoeon reraomblo t, établi* e w chine tool  in^iry ¿ir.otc    ,t the Uruguay mafcet 

tmleus other oor.Citionrif  weh a<-; thice ¿iaeus-, ¿ vj,r.*, rTÍr,c, 

^¡^^^ 

«... ,»u>-uu. v,ñau.. x,v^- OJ. arenine toóle in Umiguc^, in 

prrtiemle.r J,thcn, nintina «ill, ^ BKHUU^ìB,, arenco, r„d uo^ equipa canti»• 

to be araufr^ured.   ïhi, ,ohcm  hcf -unport .> , the St: te in too fo» of b,no « 

cultive  i^rtc.   However, íK.e ,1-a, WCI a in „œcral tl*nrtoâ V the Ucl: of 

a «-.rket ^ thin, to;>tiu r with -Hher Hniiaiian,,  cau:^ r-ny »f the nrojects to bo 

oponed.    If the p^ucii^  ,f ä,iacai:K tQols c:; ^ :jl^lficnit  coalt ^ to bocooc 
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countries.    The corclu.ion ol ,ucL «^rec^tc en ee  Jurtifi,,! by the fact that 
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-t^rcfort,  clear th t one of UruTu,-.vn:  i'^u-trv»- nrt-+  .,^ . r • 

.  ,,..       ^      . ^ " m *    ^«»trrecmi rouent o is the 
c:,t-..liteuait   -,l   erilerir  : ->r th.    :l

1^cti'-   -.fi •*••  ,.^  t 
' "  1*-'rt>   wich "^    uitccMo n,-tione,l 

rC  t    +:u   -terree .-f f utmrtior.,   vcrsrtility,   etc. 
eenOitioi; «art i cui r. ri • í 
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In addition,  the country nnmt be h   ~  po.itl      + 

accept^ ,t^rdi2Ptlcn md •     t  -     - - «force  coition, r„, 

ln *° tC 0btrintd f• "a ,to* ,f ,,chinf  ioo;, 
( P0UnUa  if ' *i* output 
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W5 - real production 
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S - 5?.5@g for Orotic >- / ? 9     " was M f°Uow8t -".^ Ior °*°«? 35 (see appendix) 
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One of the nain causes of undcrutilisintion if. the feet  that the machines selected 

arc too  specialized or too l:vgc in relation to the other phases of the industrial 

procccc.    In other woruti, the need for versatility in view of the 3izc of the Uruguayan 

market and for selection in the 3irht of 1 jc-1  chnractrrirjticc arc ignored. 

Well-directed technical effort e in this area would fave the country much of the 

money used to buy underutilized machinery.    The technological upgrading of Uruguayan 

pcrsonnol in the machine tool field is also importent for enabling the  country to 

tadele the problems of the construction, repair snd maintenance of equipment in a 

systematic manner.    Since mont of the equipment used in Uruguay io imported, offoctivc 

work in this field would lead noi only to a positive saving for the country in foreign 

exchange hut would also moke Uruguayan industry more independent, eliminating many of 

the drrtwbackc ¡»id coats caused by delays in importation, inability to obtain spare 
parte,  etc. 

Another fiold in which the technological upgrading of Uruguayan personnel ie 

extremely importent io in the training of personnel to uae numerically controlled 
machine tools. 

Although the initie 1 cost of such machinery io high,  it appears to be very 

suitable for the type of production characteristic of Urugaay.   In fact, the Uruguayan 

market displays the characteristics which call for the uso of numerically controlled 

menino tools*    its production ranges are small and the type of work dono is extremely 

varied!    thus, versatile equipment with minimal preparation costs is requirod. 

The introduction of numerically controlled equipment would roprosent a major step 

forward for industry, since it would not only bring about increased productivity by 

comparison with conventional machines but would make it possible to manufacture ileus 

which it is impractical to machine at present.    Furthermore, the quality of products 

machined by such equipment is substantially higher.   All these improvements arc extreme^ 

important for Uruguayan industry which could and should raise itB standards to the 

point whero it can compote with international market prices.    If numerically controlled 

equipment is used, local personnel must have thorough technical training end prograraaiïii 

skills.    There can be no dcubt that Uruguay has enough personnel of the necessary 

calibre to assimilate rapidly the t. cliniques required to operate nnd progroranc 

numerically controlled equipment;    all that ie required for the country to be in a 

position to operate this equipment  i-~ supplementary training for such personnel. 
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£onçlupior.r; 

In conclusion,  it ia clc-rlv ^*.     -, 

the W.Hty of 1hcic ^ too]a_   ^      "**'- I*- to b.. i^,^   cr„ „„„.^ 

loc,l pcrsonnol t0 porfora thcst  ^ ^       •-" «¡cir • „*% ^ trMn 

country in eMd rcp!-iri 
TO KccP ih" <*3ck of «,«.„!„,, tooliJ ^ ^ 

This contre can -lao provid   t    lm 

«-ulti... «„«^ ^ tedw*;z:« «•wMch ^*h- «~ - *. 

»=nt.d by e<uipnont «atable for wrk with Tv.' ° lnV,r"-t<"1" «»« «Wlo- 
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IUDEX OF IinXJSTRI/l  GROUPS 

Major cTOUV  Jö 

Major croup 36 

Mrjv/.frr+uix   ^' -wt,-]   product",  irxcpt  rr.ehiiv.-r:/ '.TV
1

- transport 

cquipncnt.     Metal  ¡rta ning,  forging,   soldering;    manufacture 

of rrxlietors,  chcinn, agricultura nnd rural inplcmcnto and 

r-tr.inlenn  rtcel,  conpcr raid tsro-nac articles,  etc. 

Mr.nui'ctcture of nrchlncry, except electrical machinery.    Induutrirl 

engineering factories rnà workehope.    ìfcnufccturc end repair of 

nrxhincs nnd tool':. 

Mcvjor group 37 Nnittfr.cturo and repair of electrical nachiKcry, apparatus, 

applicaci; n end articles. 
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