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Part I, Economic asnects

Introduction

SR R e <

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
development of this industry requires a market expansion and capital investment which
cannot reasonably be expected to come from within the country itself, The production
and marketing of machine tools in Uruguay is thus directly linked to the country's
intermnational trede and if Uruguay is to denefit from such trade to the maximm, two
factors should be taken into account. Firstly, the country must be able to select
for import the best products from both the ecomomic and technological point of view,
taking the characteristics of the domestic merket and of the national metallurgical
inductry into acoount. Secomdly, Uruguay must incresse its efforts in fields in
which it om ocompcte effectively on the world market, particul.arly the Latin Ameriom
market, It can achieve rapid growth in areas wnioh require the development of
specialised technology, such as those related to the machine *o0ol industry, if the
necessary stimulus is provided.

In this report, a brief study will be made of the Uruguayan mcchine tool industry
in order to give a gmerel idea of the extent of the existing stock in so far as this
may be deduced indirectly, siace no specific data on the subject is available, Data
available on the quantities of equipment imported and the laws governing importation
is also given, In addition, the conditions in which mechine tools operste in Uruguayan
industry are examined, thus making it possidle to arrive ot conclusions and recommanda~
tions for the development of this sector,




Machinc tools in Urugucy

Neither the specinlized bodics nor the private organizations concerncd in Uruguay
posscss datna on the basitc of which the eximting stock of mochinc tools in the country
can be ocsessed. In fact, the only informotion which has arything to do with the
existonce, utilization, production or import of machine tools in Uruguay is that
containcd in the economic reports provided by the Central Bank cnd in two surveys
conducted in 1963 and 1968 reepectively by the Cener-l Statistics and Census Board.
These surveye did not include questions on the number or typc of machines and the
Central Bonk'z information is confined to some ccoaomic indicotors and to values of
imports in dollars, Thus, in order to cstimatc stocks ond consumption of machine tools
in Uruguny we muet use cn indircet approach cnd exemine the cconomic and technological
charecteristics of those bronches of the metallurgical industry in which machine tools
are most widely uscd, In historical terms, the Uruguayon metzllurgicnl industry
doveloped after 1930 on the basis of import substitution; it has nlways been designed
to mect the requircments of the domestic market and hos reccived substantial protection

from the Stote.
.
The raw meierials are imported and the technology is wsuelly notionrl although

licences from forcign firms orc olso uscd in the casc of nore sophisticoted products,

In viow of the limited size of the domestic markct, production must be diversified
and versatility in functions md equipment is needed. For this rcason, the acquisition
of highly specialized equipment is gencrally avoided, cfforts being mrde to perform
gevernl operatione with one and the same piece of machinery vhich is seclected on the
boeie of its versatility, Likewisc, thc necd for versatility of production means
thnt the workers employcd in Urugunyan industry rapidly ocquire » high degrce of
treining because they hove to perform a varicty of trske with cquipment which is not
highly automated,

Development of the metalworking and engincering branch durig the period 1960-1971

The index of the physiccl volume of production in vorious branches of the
mctollurgical industry ie given in figure 1. This index, which is cxpressed =as o

s

W

percentage, toking 1961 os the brse yeor, was preparcd by the Central Bank using a
croass-scction of establishments. Analysis of figurc 1 shows a great variation in

production which is thc result of the fluctuatione in and instability of the domestic
market ond of official ccoromic policy.
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Luport:: -nd the lcgisl-tion in force

Sincc no dnta on inportn of cpceific typos of mochinery is nveileble, we con only
goin ~n iden of the totl inporta oy mechine toolt wde Uruguay during the lest decedes
This totzl is given in figure 5, which ind.entes the voluc in Jollars of machine tools
imported sincc 1960, On the hesis of the totel inport figure, it cen be cotablished
that no more than ~ fou ncorce of meochine toolr of ny cigmificance were imported
anmually. In the loct fow ycers, somc of thesc imports have taken place wnder the AID

syetem, which ic deseribed below,

Between 16 December 1971 cnd 9 March 1972 the following cquipment was imported
into thc country under the ALD systems 7 cngine lathesy 4 milling mochines;
1 grinding machinc ond 1 thrending mnchine, reprceenting r totel veluc of US$100,198,
By comperison with the totol imports given in the figurc it con be scen that imports
under AID represont o substantial part of the imports of Uruguayon machine tools,

v'?ho AID provisions arc based on n rogulction governing the domestic usc of
dollar credits for the private scctor for torme renging from six months to ton ycars,
Goods moy be imported from the United Stotos of Amcrice and the Americon countries
south of the Unitcd Stnatco, For goods to be imported from Latin Ancrican countries,
their CIF price must be lower than the CIF pricc of cquivelent products in the
United Stotes. The ninimum trwnsaction is US$5,000 ~nd the maximum US$250,000, The
approval of AID/M must he obtoined for 1: rger transcctions.  Amounts are poynble
half=ycerly., Transrctions cre rocorded in forcign cxchonge and the bonks nay cherge
4 per cent per ycar in all, This loan i8 rperoted on the bosis of the list of
United Stotes correspondentst Che-ro Monhoo+-n Benk N.Y., c¢tes The ercdit dous not
include freightege or insurance unless the goods nre shipped in vesscls flying the
United States flog end incurcd through firms speeinlly authorized by AID/M.

A gunrantec for nll these imports is provided in ndvence by the Contral Bank of
Bmtxy.
Apart from the AID syetom, imports of machinc tools are governed by Uruguay's

current import regulctions which include the surchorges lisitcd below, with o tariff
ratc of US$5.385/kilo.
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Importsurchﬂ.rgo.-...-.-o..-.. 150%)

Cherges of the Benk of the Republic ., ., 1, 0.5

In additiong

Hnrbourcho.rgce R I T T TP

¢ 18 of CIF wvnluc
Customsduties........--.-... 2% t

Costs

00000000000000000.. ﬁ "

For tho import of capital goods valued nt more thon Us$10,000, the Cantrnl Bank
- requires deposits (for six months, later refunded), ss followss

(3) If externnl financing is availablo for morc than three yoors,

no doposit
is paid,

() 1r finonoing is provided for two or throe years, the following doposits are
requircds

Q1) rmus the Latin Amerdcan Pree Trade Aesociation

¢06‘oooooo¢0|ocnoc0¢oa 10%

(2)Inenotherfom....;............. 1%
(o) If fimancing is for onc or two yoarss
(1)wmmma................... 2108
(2)Othﬂl‘on¢oooo.-¢oo-.oooncooco w
(4) If finencing is for less then onc yosars .
(1)@mmnma................... 35

(2)Othar.......;....ooo.......o 4M

In addition, a foreign letter of oredit is roquired, For this the privetc bank
. imposes charges emounting to 10 per cent o. the CIF value, ‘

| o the dollar,

§
% At present, the Centrel Benk issuce dollars for imports at the rote of 544 pesos

% Dollars used to pay intorost on finoncing must be bought on the opon morket af
epproximately 860 pesos to the dollars The entire trensaotion is carricd out ¢

an exchange broker who charges 5 per cant of the CIF value, .

The future of the Uruguayan metallurgical industry, and consoquently futupc
demmd for machine tools, depend on the industrial developmont achieved by the country,

[E Uruguny, netallurgical dovelopment commot be the motive forcc of cconomic development,
| Prercquisitc for such development becouse the metallurgical industyy
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Onc of the main cnouses of underutilization in the foct that the me.chines sclected
arc too apccialized or too l:irge in rclation to the other phosce of the industricl
proccose  In other worcs, the nced for versctility in view of the size of the Urugunyan

markct and for sclcction in the }irht of 1,0-1 charactcriztics arc ignored.

Woll-directed tcchnicel cfforte in this arcs would ~ave the country mich of the
roncy uscd to buy undcrutilized machincry. The technological upgrading of Urugucyon
personnel in the machinc tool ficld is also inportunt for cnabling the country to
tackle thc problems of the construction, rcpair =nd meintononce of cquipment in o
gystomatic manner, Since most of the equipnent used in Uruguey is imported, offective
vwork in this ficld would lca:d not only to o positive saving for the country in forcign
exchange but would also moke Uruguoyan industry morc independent, climineting many of
the drewbacko and costs coused by delays in importation, inability to obtain spare

parts, otc,

Another fiold in which the tcchnologionl upgrading of Uruguaysn porsonncl is
extremely importcnt is in the training of persomncl to use numericnlly controlled
machinc tools,

Although the initicl cost of such moechinery is high, it appeors to be very
suitable for the typc of production characteristic of Urugmey. In fact, the Uruguaynn
markot displays thc characteristics which call for the use of nunorically controlled
machinc toolst its production ranges arc smell and the type of work done is cxtremely
veriedy  thus, versatile cquipment with minimal preparation costs is required,

Tho introduction of numcricnlly contrslled équipment would roprosent o major step
forward for industry, sincc it wculd not only bring about increased productivity by
comperison with conventionzl mrchincs but would moke it possiblc to manufocturce itoms
which it is impracticel to machine at presont., Furthermore, the quality of products
machined by such cquipment is substontieclly higher. 411 thesc improvemonts sre extremel:
important for Urugucyen industry which could and should raisec its standerds to the ;
point whero it can compete with intcmational narket priceé. If numerically controlled
cquipment is used, local pereonncl must have thorough technical tredining ond progrming:
skills, There can be no deubt thet Uruguoy hes cnough personncl of the neceessary
calibre to aseimilatc rapidly the tochniques required to operate and progromme
nuncrically controllcd equipment; 11 that is required for the country to be in a
position to operate this cquipnent i supplementory treining for such personnel.

*
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In conclusion, it ig clenrly cxtremely desir-bie f>r Uruguey to develop o eantpe
which con give sdvice on tihe seiceiion of nechinc 10,15 44 be importcg
the quality of thesc naechine tool-, rmive

1 €an control

“wvlee on repeir ~ng rebuilding and train
loczl persomnel 4o perforn thesc tngke d to keep the stock of mchinc tools in the
country in good repoir,

This ewntre can ~180 providc technological tredning for Urugue yon peraonnel ip
the design ang progroming of nunerieally controlled equiprient, This trsk could be
enmtrusted to the Specinlized condenie Mstitutions, which ~lrendy heve sonc of the
faoilities, experience ond tecnical capabilitics required to provide such training
in their research and cxperimental leboratorica, 1r these labor~toricg were supploe

nented by cquipnent suiteble for work with machine toolo ond, in ¢

tae first instoance,
with tcehnical assistance, substontinl assistance could 1o given to Uruguoyon industyy,
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II'DEX OF INDUSTRI.I GROUPS

Mo jor group 3% Moy focture ~f mntsl praducts, oreert nechinery -n’ tronsport
cquipnent.  Metol sto ping, forgin:, soidering; nonufocture

»f redintors, choing, agriculturcl and rurcl inplements ond

~trirless stcel, conper and bronzc articles, cte.
¥ jor groun 36 Menufncture of mochinery, cxeent clectrical machinery. Induotricl

cngincering foctorice ~nd workchopc. Menufccture md repair of

prchinea nd tonle,

M jor grour 37 Merufrcturc and repair of cleetricel nachincery, cpperatus,

applicnces ond articles,
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