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considerations are eppropriate in some cases, they are not the only ones which
have a bhearing on the best location of industrial entcrprises. In fact, some
other factors playing a part, such as capital or the market for which the
produot is intended should be taken into account. In addition, the socondary
effects on the input side (establishment of vertically integrated industriee)
or the multiplier effect on the market in the area were not always taken into
oonsideration.

Although seotoral policy partially achieved its aims, therefore, the
regional poliocy made little impact, except in the case of Patagonia, where a
number of enterprises were set up, particularly in the textile sector, most
of which carry out the ‘fiha.l stages in textile processing.

Promotion in the period 1966-1969

From 1966 onwards, efforts were made to consoiidate the promotion of some
seotors producing capital goods, which, as has been pointed out, were mainly
types of goods used in agriculture and services, although the main promotional
emphasis was on bagic industry, Thus, the foundatione were laid for the
establishment of one or more newsprint and solvay soda planis in the context cf
offorts to oontinue import-substitution with respect to intermediate goods. The
petrochemioal industry, iron and steel and domestic production of aluminium also
received special attention, in the form of inoreased intervention by the State,

which either assumed direct responsibility for production or, when contracts were
put out for tender, or awarded direotly, 12id down in detail the way in whioh
enterprises were to operate and the promotional benefits to which they were
entitled. This was justified in view of the fact that most of the projecis
concerned were of & monopoly type.

In fact, an impasse had been reached wita regard to the new orientation
congidered adviseble for economic polioy ooncerning industry. The debate on
the subject which also invaded the academio sphere, revealed two olearly
divergent approaches. One of these, the "development' approach, held that
the import-substitution process should be continued, particularly in the basic
sactors of industry and transport, with the construction of infrastructure
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boing simultaneously intensified. The other, known &as the "efficiency" approach,
held that the import-substitution process had been exhausted and that the new
industrial policy should therefore be directed towards increasing the operating
efficiency of industry which had already been established and alleviating talance-
of-payments problems by means of an energetic policy of promoting exportg of
industrial goods. While the former approach called for the promotion of new
industries and reduction in protective barriers for existing ones, the latter, on
the contrary, placed its full emphasis on promoting, and at the same time requirirg
better results from, the industry which had already been established. It must be
noted, however, that necither of the two approaches gstressed the need to promote
the production of capital goods. The alternatives were reflected to some extent
in the economic leadership, and although neither of the two approaches ivas -
implemented to its full extent, features of each were adopted at various times, as
is shown by the attompt to provide incentives for the establishment of enterprises
in the basic industries, on the cne hand, and the increage in tax refunds on
exports and the reduction in levies on equipment imporis for the benefit of
gelected sectors (Decree No. 1756/68), on the other.

From the regional point of view, the innovation was the promotion scheme for

Tucumén Provinoe, which met with fair response from investors.

Promotion from 1970 onwards

Beginning in 1970, effective measures started to te taken under Decrees
Nos. 604 ff. for the protection of domestic producers of capital goods,
culminating in the system, under which import licences have to be obtained in

advance to ensure payment of the minimum duty now in force.

Apert from the law on modernization of the automobilc industry, most of the
legal instruments approved were of a gcneral nabure (in contragt to the purely

sectoral or regional ones) and sometimes covered other, non-industrial aotivities.

An analysis of these instruments also shows an emphasis on aspects relating |
to the promotion and protection of industry financed by domestic capital, and
within that category, of small-scale and medium-sized enterprises; increased i;
State control of foreign investment capital, with regard to location and }
transfer rcmittance of profits, promotion and protection of technology of j

domestic origin and promotion of non-~traditional exports.




Scctcral and regicnal promcticn centinucd to be carricd cut primarily cn the

{ vasis of Decrccs Nes. 3113/64 (promction), 5339/63 (couimment), 4271/69
(petrochemicals) ~nd 200/68 (Tucumfn cperctions), which were the cnly ones permitting
the cstablishmoent of new cntorpriscs in additicn tc these clready inm cxistence. The
docrov on Tucumin cpcraticns wes up-dated in 1972 sc that the establishment of

industrics in thc arce cculd be centinucd.

L8 regards basic industries, furth.r steps wore taken tc carry out the operations
neccssary for setting up the varicus industricl complexcs which had been envisaged in
thc previcus pericd.

Pramotion of ca.gita.l goods

It can be scen from the fercgeing that except in o fow ccscs premetion cf ocapital
geods was nct undertoken by means of dircct attiom to dcvclop and consolidate the
scctor. The basic mcthod adepted wos tariff prctection, which did not always fulfil
its purpcse cwing to defccts in applicetion. HNcasures favouring imperts of machinery
for cxisting scctors cor secters intended tc produce substitutes for certain imperts
(final and intermcdiate gocds) were onc cof the main tccls used, in scmc cascs to the
dciriment of domcstic producors of thesc geods. On the cther hand, the fact thot the
provisions werc licble tc chenge cncouraged speculetive buying in cxccss of
enterpriscs?! rcal roquirements. This did nct, hcwever, always wcrk to the bonefit cf
thosc emterpriscs, which, owing to thc heavy commitments mede, found thomeclves
hcavily dependent cn the cconomic cyclc and the develuations of the pesce Such
situstions arose during the depressicn of 1962-1963 and the devaluation of 1967,
which primarily affocted cnturpriscs thot had fereign currency dcbts.

The reluctancc of many Stats aguncics and entorpriscs tc purchasc donestic

capital goods madc it ncocssary to pass the "Duy argentinc' law in 1963 and the "Buy
Domestic” law in 1970, in crder to channel Statc purchosing toword the dcmestic market.
Lastly, credit measurcs designed tc tacilitate purchesecs (f domestic cquipmont werc not
always applicd ag flexibly os they might have becn.

In reccnt years, zlthough nc special proucticn mcasures hove been adopted, there

has been a gradual cricntaticn of policy to the bencfit cf producers of capital goods.

The "Buy Domestic' law, which prcmctes Statc procurument from dumestic unterpriscs, the

law on transfer of technolegy and the systom of pricr inpert liconccs clcarly show this,.

A definitely favourable attitudc ie also shewn towards the capital gucds industry in the




Naticnal Develommont Plan for 19711075, which wes cpproved by Law e 19037 of
46 of the Junte of

14 May 1571, and the Hoticnal Pcliciue inclucded in Deccrce Hee
Cempenders-in—Ciuicf of 17 Junc 1970. Of theso, Neticnol Pelicy Nc. 72 prevides thot, i
sctting up the syston of industricl proncticn, o8 regards protecticn end incentives, thy
fcllewing, amcng cthers, will bo e nsidored manufacturing industrice (for reasons of h
security):
- 3Bl Shipbuilding and repairing
- Building ¢f morchant ships.

- 350 Manufacture cf nc chincry, cxcopt cleetrical
- Rcad-building mochinery
- Machine tccls
- Equimaent for the petroleum industry
- High capacity pumps ond Cemprosscra.

- 383  HNanufocture of meter vohicles
- Heavy lcrrice and chassis fer long-distance ccachcs.

- 370 Manufacture cf cleckriccl nachincry, epporatus, cpgpliances and articles

- Fleotric moters end gonoraters, mere than 100 kva
- Transformers, ncrc than 6000 kva
- BEloectrenics and communienticns.

The Noticnal Dovelegment Plam, in the chepter concoerning the manufacturing indust
doals explicitly with the nuud wc develep the preducticn of cepitel geeds, increasing
the ronge of preducts with tochnicel spocifiecaticons whieh meet the country's nceds and
cnecuraging techniccl pregress, but nct for that ro-scn ceosing to impert highly scphis
ticatcd cquipment which it would be wnecencmic te preducce lecellye  Some of the scctors
spceifically listed for premoticn ares

- Shipyards

- Koilway rclling stock

- Frere cochinery ond iractors
- Howovy <lectricnl mochinery
- Mrchin. tocls.

Cencorming wach of these, measurs o o propesed with rogard to beth normal short- |
term development ond leng-tom rcrgmnizoticon anl oxponsicne ;

A11 thos. lines £ 2ction will hove 0 b inrl:m ntod by meons of sccteral promcti
instrunonts sppreprict. to tle chrrr.ct rictice of the grods in question and in acccrdan

with th stonderds 1ni o down bty the now industrial promd ticn law which will scen be apr



MAIN INDUSTRIAL PROMOTION MEASURES

The main measures relating to industry taken since 1958 are summarized below.

These measures fall into three periods, namely, 1958-1965, 1966-1969 and 1970 to
ghe present. The analysie is therefore primarily chronological; This divieion has
sen adopted because the measures adopted in each period followed a more or less

ommon trend, the usoontinl funtures of whieh were deseribed in the first part of this paper

It is intended in this way to inform the reader succinctly concerning what
curred in the period in question and make it easier for a reader interested in a
rticular subject to find out what the main legal inetrumenis were.

The list does not pretend to be exhaustive, and most of the provieions relating
B operstional details of the various arrangements have purposely been omitted.
rovisions on development adopted at the provincial level, which owing to their scope
: nd complexity are beyond the limits of this peper, have aleo Yeen excluded.

1958-1965

forei m investment and gener oyomotion

Law No. 14780, adopted at the end of 1958, laid down guidelines for foreign invest-
ant, priority sectors and means for promoting foreign invesiment. Preference was
jven to investment which would lead to the prodouin‘g of domestic raw materials for
Ihdustry, to the production of capital goods or to the promotion of economic integration
the country. '

Law No. 14781 of 1959 introduced rules and machinery for industrial promotion.
rong the measures which the Exeocutive was empowered to take were: exemption from
stoms duties and supplementary charges with a view to faoilitating imports of
achinery and equipment which could not be supplied by domestic industry; oredit and
measures; and special development prices.

This law governed industrial promotion until Law No. 1858'7/70 was passed, in
Bher words it remained in force throughout the 1960s. Its implementation was
gulated at first through individual decrevs on sectoral and regional promotion.
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The sectoral promotion decrecs covered iron and stecl (No. 5338/61), petrochemicai
(.oe.5039/61 and 2080/62), cellulose (Nos. 8141/61 and 2077/62) and afforestation ]
(No. 2079/62).

All these decrces were basically designed to ensure that the sectors in question ¥

were quickly supplied with equipment. The main incentive established was therefore ‘
exemption of the eguipment concerned from import duties when domestic industry was not |
satisfactory in quantity, quality and price. In addition, the Executive was empowered &
to take the necessary steps to grant guarantees and endorsements for financing the
import of capital goods, co that facilities for purchase abroad were expanded, and

tax incentives were also intrcduced.

As regards regional promotion, decrees were issued on Patagonia (Nos. 6130/61
and 2325/62), the North-West (Nos. 9471/61, 2078/61 and 1316) and Corrientes (No. 1132

Th+ = promotion was intended to bring about the industrial utilizetion of raw
materials in their places of origin, although the so-called basic industries were
also included.é Here too, in addition to tax and credit incentives, duty free importd

of equipment for the regional activities which were being promoted also played a part.f

Owing to the complexity and difficulty of implementing the various promotion
decrees which had been issued separately, an effort was made in 1963 to unify them.
For this purpose, Decree No. 5338/63 on industrial promotion was issued; it became
the decrec regulating the application of Law No. 14781, which embraced some aspecis of |
Low No. 14780, in that it laid dcwn a uniform procedure to be fcllowed by domestic :

and foreign enterprises when applying for the benefits offered.

The full list of promotional activities in the areas included: the chemical
industry, the petrochemical industry, metallurgy, fisheries and the related cold-
storage industry, the regional meat and stock-raising by-product industry with the
related cold-storage industry, the industrial utilization of fruit and vegetables
(excluding alcoholic beverages) and fruit or seed oils, mineral cxtraction and processis
industries (excluding petroleum, gas and by-products), the wood industry in general,
the extraction of vegetable waxses, vegetable or animal fibre textile industries,
chemical industries, tanning, tobacco processing, construction, ceramics and glass,
and cold storage.
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Under the new provisions, the construction industry and some types of mincral

production were added to the activitics which were already bheing promoted, and the

rang: of activities being promctcd in the individual regions was expanded.

§Pronotion of the iron and stecl industry

7 Law lioe 12987/4’{ lays down basic guidelines for the Lrgentinc Iron and Steel Plan.
$7he primary purposes of the plan are to producc steel at the lowcst prices, maximizing
the viilizetion of Argentine inputs in its manufacture, and tc promote the establish-

ment of plants to work end finish steel products.

_ In order to achieve these purposes, Decree Law No. 1052/58 set up the Fund for
¥1rnlementation of the Argentine Iron and Steel Plan, which was to be constitut ecd with
revenues from the supplementary customs duties cstablished by Decrec Law No. 3762/68.

As has been seid, in June 1961, Decrce No. 5038 on promotion of the iron and steel
§industry was issued, containing the regulations for the implementation of Laws Nos.
12987 end 14781. It granted a number of incentives, including exemption from import
§cuties on machinery and equipment for this industry, tax deductions, preferential supply
t of raw materials, cnergy, fuel and transport by Govermment agencies and State-ownad

fenterprises and authorization of the Exccutive tc endorse and guarantee foreign loans.

This decree was sbrogated by Decree No. 1081/63, and its oxpanded provisions were
incorporated into Decreec No. 3113/64.

§Promotion of the petrochemicael industry

Botween 1958 and 1959, a group of international enterprises proposed the construo-
tior of o petrochemical complex to thc Argentine Govermment. The project was to
produce synthetic rubber, styrene, cthylene, propylene, benzene, dodecyl-benzene, sodium

fsulphonate, caprolactam, adipic acid, ~mmonium sulphate and fuel. It was elso to
~unply itself with intcrmediate products. Since export of these products was contemplated,

Bit was necessary to be able to obtain raw materials at prices comparable to international

prices so as to be able to competc in foreign markets.

Later amended by joint resolution No. 565/67 of the Ministrics of Economic
g/ ffairs, Labour ond National Defence and the Secretariats of Industry, Trade and
iining.




In 1960, copital amounting to ¢60 million was authorized by Decree No. 2154, whi

also established on agency to take charge of the operation of the complex, and fixed

.

36 months as the period within which the plant uvas to become fully operational.

In the fcllowing year, Decree No. 245 increased the capital to $70,2%,000, of

which $67 million were carmarked for Petrogufmica idrgentina S.h.

The firm was given permission to import equipment which was nct produced in the
country in acceptablc quentitics end qualities and at suitable prices, on the basis of ¥

prior authorizaticn by the Ministry of Economic Affairs.

Decrec No. T111/61 granted it the benefits provided for under Decree No. 5039/61

on the promotion of the basic petrochemical industry.

This decrec cxcmpted it from payment of income tax, exccss profits tax and stamp
tax; it deferrecd peyment of the substitutc tox on the free tranefer of goods for five
years, declared thc enterprises concerned to be of national interest, authorized
entry into the country of foreign personncl required to carry out production plans
and gave the firmm the right to obtain rew materials from State-owned cnterpriscs or

Government agencies at special development prices.

The plant started to operate in 1966, variocus picces of legislation having been

adopted in the mcanwhile to cstablish the conditions governing its activities.

Tractcrs, internel combustion cngines, _;s.}_m_igbuildigg and thc automotive industry

Durirg the period under consideration, therew.r:, in addition to the schemcs

mentioncd abovc, four other important once covering the tractor industry, the automotiv
industry, the intcrnal combustion enginc and shipbuilding and ship repair.

The schemc covering tractors in fact dates from 1957 and was set up under
Deerces Nos. 15385 and 15386, but since it entercd into force on 1 January 1958, it
is included in this pcriod.

Under this rcheme, a system governing imports of parts was cstablished which
provided for their gradual replacement by domestically produced perts and for tax
incentives or production bonuscs (iece subsidics), finenced by funds administered by
the Council of the Tractor Industry.




Onc of the functions of this Council was tc establieh import quotas for tractore
Bin the light of market requirements. That meant that tractors could not be imported

gout omatically.

, The shipbuilding ssctor also enjoyed special treatment under a mmber of provisicns
fencouraging its activity. In 1958, the shipbuilding credit law was passed, and the
cgulations pertaining to it were promulgated in 1960 by Decrec No. 4904. This decree
§ccourages the building, renovation and repair of shipe flying the Argentine flag in
Lircontina.  In 1959, Decree No. 3136 oxempted ‘mported materisls, equipment and
$achinery for the building, renovation and repair of ships from the payment of import
utiee whenever they wore not produced in the country. In 1960, a scheme of subsidies
Rto domestic shipyards was introduced to improve their ability to compete with their
@forcign counterparts in the category of ships of more than 3,000 tonnes gross dead weight.

The scheme covering internal combustion engines (Decree No. 6651/60) provided
frrinerily for the grenting of permits for the import of parts for such engines under
grreferential teriffs.

The arrangements for promoting the automotive industry, which only covered
fenterprises producing finished v‘ehiclu,i/ was introduced by Decree No. 3693 of 1959.
, ompliance was obligetory for enterprises which had already been set up or were later

sot up (producers of automobile parts were excluded).

The schoeme permitted the import of machinery and equipment, provided domestic
gindustry could not supply them in the required quality and according to the required
Bschodule. The main advantage was the right to import perts at a rate of duty of

‘0 per cont on o figure ranging from between 30 and 45 per cent of vehicle value in
he first year to 10 per cent in the fifth year. Special encouragement was given for
h assengor cars and lorry chassis of up to 7,000 kg maximum capacity.

All the docrecs mentioned were subscquontly devoloped or adjusted to individual
ircumstances by other decrees and resolutions.

5/ 1t was not planned to regulate the parts industry.




Equipment
The ycar 1959 saw the introduction of Dcerce Nc. 13277 eatablishing exemptione fo
the import of machinery and equipment making up producticn lines or those which,
although consisting of indcpendent clements, went tc make up an intcgrated cntity.
Article 2 of this decree provided that the cxemption should apply to any production
line, oven if it included clemonts produced by domestic industry, 2s long as the

lin¢ did not comsist primerily of such clements.

This decree grve risc to an ovalanche of imports of cquipment, and its applicati
was therefore suspended in 1902, owing to the balance-of-payments difficulties and
econcmic dupreseion. The application of Decree No. 8620/-'10, which permitted the duty

froe impert of uscd machiiory, wos also suspended.

In 1963, Dccrec Noo 5,39 on equipment priority grantcd duty exemptions for import
of industrial cquipment on morc liberal tcorms thoan those provided for by earlicr sch

Projects for the cstablishment or cxpansion of industrial plants had, as o whole

to meet the follovwing requirements:

(a) The investment should bring about technical and technological improvements
and makc possiblc an incrcoesc in domestic producticr. and an improvoment
in quality c¢r reduction in cost;

(b) It should involve grester dirvet or indircct utilization of domestic

raw matorinls or semi-finished products;

(¢) It should result in an iuprovument in the trade balance through import-

substitution or the deveclopment of new cxports;

(d) It should improve the forcign financinl balancc by meens of o sufficient
improvoment in the trade balance (sce preceding peint) in relation to
the plant's finencial commitmonts, remittances of profits in accordance
with cxpected profitability, royaltics and forcign loans or the rcpayment
of capital invested, the schedule for which should be rclated to the
schedule for thc ameortization of cquipment;

It should haove circulating capital in proportion tc the investment;
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(f) It should, cither dircctly or indirectly, gvarentec stable sources of
employment as a result of having reliable markctsj

(g) Production costs should be rcasonablc in comparison with international
priccs and the producte should help to increasc domestic competition;

(h) The levels of customs protection required for developing this activity
should be compareble with thosc in industrizlizod countries.

Investments of foreign capital taking place under thc tcrms of Law No. 14780
ould ¢njoy the incontives afforded by this decroce.

This systom governing the import of cquipment was supplemented by various provisions
Pegerding oredits laid down by the Central Bank of the Argentine Republic, including
ircular RC Nc. 196, which provided for preferential cmounts and payment schedules.

cw_ipdustrial promotion schame

In 1963, the decrces on the promoticn of iron and steel, forestry and fisheries
d Ducree No. 5338/63 on industrial promotion were abrogated by Decree No. 1081.
govwever, the promotionel vacuum caused by the repeal of the above decrecs (only
pecree No. 5339 remeined in force) was filled in 1964 by Decree No. 3113/64, +hioch,
ogether with Decrec No. 5339, has rumained in force to the present time.

This decrce governs rcgional and sectoral promotion as a wholc.

The incontivos gronted relate primerily to taxes. In accordance with Decree
O 5339/63, equipmont continues ito have priority, but in the case of the iron and
teel industry, the exemption from customs dutice is extended to cover accessories,
pore perts, raw materials and fucls. In view of the importance of this deooroe, somo
f the relovant portions of it arc given below.

II. Arcas for special pramotion

rticle 4
The following shall be arcas for special promotiont
Aroa As

The area lying to the south of the river Colorado and its tfi'butary, the river
rrancas; the departments of Puelén, Curaco, Lahueil-Calcl and Calecu-Caleu in
. Pampa Brovince; and the department of Malargilic in Mcndoza Province. All these
all be defined by their present boundaries.




arca B:

This arca shall include Catamerca, Jujuy, La Ricja, Saltn, Santiago del Estcro,
Tucumén, Chacc ond Fermesa Provinces;  the departments of Scbremontc, Rfe Secco,
Tulumba, Ischilin, iT.torcl, Cruz dcl Eje, Mines, Fochc, San .lberto ond S-n Javicer
in Cérdoba Province; tho departments of Vera, 9 de Julic ond General Obligado in
Senta Fe Provinco;  ond tho departments of Calingocte, Iglesics, Valle Pértil ond
J&chal in San Jucn Provinec. All these sholl be defincd by their prescnt boundarics. |

arca C:

This arca shell include Corricntcos Provincc, with the exception of the department
of Ituzcingé, Santo Tomé, Esquina, Souco and Curuzd-Cuatif and also Eldorado, San Pedj

Montcearlo, Capital Condelaria, Leondro N. Alem, San Javier and Oberd departments in
Misiones Provincce All thesc shall bt dofined by their present boundarics.

The cxemptions loid down in articl. 7, peragreph 1 (2), shall be applicd to the |
extent of 100 per cent in these threc arcas, both for activitice covered by article 2

and for the arce activitics roferred to in article 5.
IV. Arca activitics

Article §

The following activitics shall be promoted in thc arccs described in the prececdin

article:

(a) All activitice in which notural products criginating in the arcas in questig
are industrially utilized and/or activitics vhich help to promote exports

or furthcr inport-substituticn;
(v) In particular, the folleowing:

1. Imprcgnetion, agglomcraticn, artificicl drying and industrial
utilization of wcod, fibre cnd bagrsse;

2+  Processing of neturcl fibres ot least as for as completion of epinning

3, Tenning;

4. Industrizal utilizaticn and/cr cold storoge of foodstuffs;

5. Mctallurgy;

6. Chumicnl products;

Te Ccramics or glass.
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. _Exumgt ions

®orticnal scheme

d.ticle 6

y
————

The enterprises or concerns covered by the present promction schume may choose to
govail themselves of all the exemptions specifically listed in article 7, cr elsc to take
' dvantage of port cf them, explicitly waiving these granted by paragreph 1, sub-
Bo-rographs (a), (%) and (¢), of the seid article so that their investors may avail

hemselves of the tex incentives which are in that cease granted them by article 8 of
\’ he present decrec.

Incentives to th» enterprise or concern

article

he incentives listed below, provided that they apply to do so before 1 January 1969.y
If they select the second alternative provided for in the preceding article, the pro-

isions of peragraph 1, sub-peragraphs (a), (b) and (c), of the prosent article shall
; ot apply to them.
|

|
|
The entcrprises or concerns covered by this promction scheme shall be entitled to
|
|
|

Applications received during the first thrce months cf validity of this decoree
gshall be considered as a group by the Applications Authority in order to select the most
suitable investments in the light of thc various factors taken into account in planning

he present scheme. This shall nct affect consideration of all applications submitted

after the date mentioned.

1. General incentives

(a) Reductions shall be allowed, for & meximum of ten fiscal years, in the amount
o be paid as corporate income tex or spceial profite tax or tax replecing the charge
on free transfer of goods, to the cxtent rcsulting from application of the percentages
shown ir the following scale and other provisions set forth below.

_§/ The period was extended when Law No. 18587/70 was passed.




Fiscal year Percentage
(Counting from starting
up of thc plant)
1 100
100
100
100
85
TC
55
40
2
10
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This scale shall apply in full only for applications submitted before 1 January 19¢

The tax incentives applicable to enterprises or conccrns being prometed may be
exoluded at the desirc of the centributors from the compensation provided for in article
of Law No. 11682 (1960) and its amendm nts.

Beth the ccomputotion and the manncer of peyment provided fcr in this paragraph shalI 
apply to present or futur: taxes which, under any namc, supplement or replace these for

which exemption is at present granted.

The enterprises cr concerns covercd by the present scheme whose activitics take -
place in the ereas for special premotion explicitly listed in article 4 shall enjoy
100 per cent of the rcducticn detemmined by application cf the procecdure lzid down in
paregraphs 1 and 2, whotover rate of exemption they may be emtitled to by the naturc of
their activities. '

In the casc of expansion of an entorpris. or concern, the tax incentives laid down
above shall be granted only on the preportion of the cnterprisc or concern acccunted for
by thie expansicn, in accordanc: with the precvisions laid down in this respect by the

Directorate~Goneral of Taxcs.

(L) lNiew enterprises or concerns may defer payment of the tax in place of the chargs
on the froo troansfer of geeds for the fiscal y-ars which ond between the datco of epproval

of the prepesel by the Exceutive and the starting up of “he activity promcted until the



general pericc fixud for submissicn ¢f the sworn stotemont r-lating t¢ the fiscal year
in which the activity starts up hoe clapscd. In thes. c2so8, the amcunt cwed shall bo
prid without intcrest, beginning whon th. pericd ~lepses, in cquel ~nd censccutive

~rnuzl instalments which sholl be equal in number te the nucbor of fiser] poriods over

which payment has o .n deforred.

(c) Exampticn shcll b grant-d up tc o noxinum of ten yoors from the stamp tox on
articles of assccicticn or thuir renewal, including increascs in cepital and the issuing
cf sharcs, prcvided that such actieon is token for the some ccenemic purpese as that for

which the cxemptirn wos granted.

(a) Fercign porsomncl requircd for implencnting the nlans of an cnterprisc or
ccncern ehell be authorized to entor the country and romedn in it tunporarily with their

families when the entorprise or concern in question so reguests.,

(¢) Therc shall be pricrity for cquipment, in accordance with the provisions cf
Decree No. 5339/‘3 and the present schome.

(f) Speciel develemment prices shell be charged fer gas, electric pewsr and fuels,
teking into account net cnly the amcunts ccnsumed, but alsc the location of these
scurces of cnergy in relaticn to the orces in which the encrgy will be ueed. Speciel

develomment rotos shall also be eonsidered for the variocus transport systems.
2. Specizl incentives
() lren and steel industry |

l. Exemption from customs dutice and surcharges cn imperts of machinery,
acccssories and spare parts, and also raw motcrials, fucls and materials
imported for iron and stecl plants, except whcre domestic industry
produces these, and the quantitics, qualities, delivery periods end priccs

. are reasonable.

The surcharges provided for by Decrec 1o, 37;2/58 are not included
among thesc exempticns.

2. Por purposes cf paynent of corperatc income tax end special profits tax,
under the provisicns of erticle 71 of Low Ne. 11082 (19¢0) and its
amcndments, twe-thirds cf the valuc of investment in fixed asscts may be

written off in the first half of thcir uscful lives.



() Etrechamicals

s Specinl dovel prient rrico, which shnll b fixad by the Camissicn cstablished by

Deerce Ke. 1015/ <y shall b chargod for th. g23 used by this industry os o rew moterin

The cwners of forost Plentetions wny convert then into ‘Tomily preperty’ under the

previsions of Lew Lo, 14 394
(d) Fishing

The fucl roguired for vessols vngasing ir fishing «hell ko ~vailable with the

excmpticons 1n3d dewn in Deerce Mo, 2o /5¢ (Cunker sy i, .

Lncentives to irvestors

LR IR -

icle 8
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Vhen enterprises or cencerns cpt fir the sccond alternstive referred to in
article ¢, the incentives 1rid dewn iy poragraph 1, suo-porcgrepas (2), (b) end (¢) cf
erticle 7 arc exrlicitly woived sc thet investors way take cdvantage of the fcllewing

tox incentives: tiwy nay doduct from their income {or the fiscal yeor part of anocunts

invested (dircet centributicns of capital or subseripticn to or purchasc of shares) for

the ost blishment or expongicn of sntorpriscs SRZoEIngG in cnc of the ectivitics proacted

including the aroc activiti. 3y the preverticns deductipl s bLuing detemined by paragraph
¢f this orticl., provided th. ro wircnents loid dowr in poragrephs 2 te 4 and cther

relevent previsicas ~re falfilled.

1. The smewnt deductible sh~11 b. 70 per cent, 50 rer eont or 30 pcr cent of the

meunts invested, depending on vhether the cnterprise «r concern has becn
grontod on cxamption rote of 100 per cent, 7% por cent cr 50 per cent,
respectively, provide @ the incentives grant .0 ¢ thege enterprises under

peragreph 1 (2) of articl 7 heve been cpted foi,

¢« The investments must be ped. v ot the Iatest, Ly the date fixed in cach

instonee by the Excoutive for the starting up of the activity. /iny extensions

which night o grontcd Leyond the criginel doi. shall be taken into account

for this purpes. (nly.




3. when shores are subscribed tc, they must be rurchoged within onc yecar of

the date cr subscription.
4. The investnonts ccncerned must et change cwnership fer at least two yeers.

The deducticn cuthorized in this erticle must be token in the fiscol year in which
the investment is cetunlly madc anc, as rogords subscripticn te shar.s, in the fisecol

Yy ar in which thoy sy nurchascd.

The Dirceterate-General of Testes shall lay down the supplemeniary provisions
required for epplicaticn ¢ the exemption vsteblished in thig article, vspecially as
regerds the wey in which it shell be determined that tae investments and payments for
¢T depesits on shores have actually taken place during the pericd ef time indiceted in
j parcgreph 4.

R I i T it

In order t: enceurege the incipient cxports cf non--treditional industrial products,
' vorious previsicns which improve the ceapetitive pesitica of tho Argentine produccr wore
introduced in this period.

The first cf those wes Deerce o, (314/!30, which established the drawback relating
tc charges paid on the inport c¢f inputs and packaging matcrials. Exports of the products
concerned were also exempted from payment of sales tax and other levies and port taxes.
In 1962, under Decree No. 12913, tex refunds were added to the incentives, and lines of
credit for financing non-traditional oxports were cpened.

The system of incentives to traditionel cxports has undergonc many alteratioms and
amendments.

During the period undor consideration, some of these were: Decree Lew No. 1127/63,
which fixed the drawback at a standard 12 por cent of fcb velue; Deeree No. 4855/63,
which established a specific list of nrticles to which the drawback applied; Decroc
Law No. 6671/63, which authorized the Excoutive to sct up o new system and fixed the
maximum drawback at 18 pPer cent of the fob value;  and Deerce No. 4(3/65, which laid down

drewbocks varying in accordancc with the degree of pProcessing and prepertion of demestic
| inputs containcg in the products, with especially favourable trcaetment for mining products.




Buy argontine

Undor Decrae Tio. 534/63, it wos previded that the public administration, government |

agencics, ontorprises helding public scrvice ccencessicns ond Stotce-cwned cnterpriscs
sheuld give preferonce in their purcheoscs to demestic industry. Th.se bedics had the
cbligntion to purchose preducts of demestic crigin whercver the price was recascnable.
The t.om 'demestic products was dcfincd and the criteri~ for cstablishing the rcasonavlc
ncse of the price qucted, taking imte ccccunt varicus coscs and situntions, werc

act forth.

1505-1969

In meny ways, this period wes one of centinuaticon of the policics introduced from
1958 cnwards, sincc many mcesurcs consistod of cxtonsicns of or amcndments to echomes
which wore already in force, whilc Deerces lics. 3113/;,4 and 5339/63 remained in force.

Howevor, it bogan to be evident that - fresh impulsc necded te be given to
industrizl intcgrotion, which had startoed te losc the strength of the first years cof
the preceding period, thrceugh suppert for bosic industry, whose products continued tc
excrt a strong negetive influonce cn the trod. balance, and for some cepital geeds. We
shall rofir to the 1latt r balew, ond discuss the most scliont prometion measurcs relating

to basic industry tokoen in the peried undur consicoration.

(2) Copital gocds

Intcrnel combusticn engines
L 3 ' y - A

The scheme which had entered inte fcree in 1960 wen supplanentod between thot tinme
and 1965 by four dccrues. In 1005, Docree Ho. 4808775 wes icsucd. It provided for
continuation ¢f the provious schume, dut cn » nev basis, in view of the develepment
which the industry ccnccrned had underg no, particulerlv in the range of higher-poworcdd
engines.  Steps woerce thon taken to improve the logisletive provisions in that ceancxdcon,
but without intreducing substanticl cacndments t- the syt geverning the import
cf ports,

_']_/ The price was considered rooscnctle whon 1t dad net oxcood the cif prices of
importad goods, plus toxes, levies, surchirgos, dmterosts on. coumissions.




Rcad-building machincry

Deerce Neo 2578 of 1908 was designed tc promotc the memufacturc of rcad-building
achinzry. It concentrated on scverel types of machinery whish were net as yet being
roduccd, but the prometion of which wes justificd dy tho petential demond, in view cf

he road-building plon being undertcoloen at thaet timc.-g

The decree previded for cxemptions from peymont of soles tox, pricrity and improved
acilitics in the financial ficld ond o system fer the import of ports on the basis of

lans submittcd by cnterpriscs.  This docrec was subsequently followed by Docrec No. 595/70,

hich made the tu incentives breador.

Heavy lorrics and 1cr£-dist:.nco buso‘s‘

Deerce Noo 7921/67 cutherized twe fims to ranufacturc the machinery in questicn
hdcr the cquipmont pricrity system certained in Decrec Ne. 5339/63. It alsc cuthorized
cm 1o impert ports and units freo cf cherges, to an extont ranging from 30 per cent

fcb valuc for the first stoges of manufacturing, to 15 per cent fer the third stog -
fixed 30 Junec 1970 as the date for completicn of the first stage. The scheme was in
s turn supplemcntod by Decree Noo 2952/G9.

b) Besic industry

Most of the meosures taken tco incrense the producticn of intermedicte products werc
pri.cted specificeally towards the cstablishment of industrics congisting of only a fow
rge-scalce plants, for reesons tc do with cecenomics of seale. The sceters covercd werc

@vsprint, sclvey sedz, potrochamicals, iron and stecl, and aluminiunm.
Neueprint

Th: davelopment of basic industry wos the main objective cf the cuthorities, whe
~1doed to establish a newsprint plaont becnusc newsprint has o very important place in
hr ’.m.ls:‘n‘éc of peymonte and adeqguatc raw matcerial is available in the country to
cdurc it.

:/ The machines included werc front loaders, sclf-propelled excovators and
ter gredors,

e i




Law Neo 18312 < lugust 1969 sct up the "Fund fer the Devclopment of the Newsprint
~nd the Peper Pulp Industry?. This fund was to be nourishoc by tac revenues frem a
lovy on imperts of nowsprint and ony other revenucs which might be cecllected for the
purpcscs  Dicreo Neo, /1.400/’59 supplimented the above-menticned law, previding for tondors
to be invitid for tac pro-inve stmont study fer the plant and laying down the procedure

te be fellrwed in the invitoticn of tondors for its ccenstrueticn.

The fund luvy wes fixed =t 10 per cont and it will continuc to be ecllected until

the plant is put inte op. raticen, under the deerce referred teo in the previous paragraph

Only c(nturpriscs vhose capital is denestic or mired (demestic ond fercign) can
scek finencial poarticipation by th- State, which is nct to exceed 33 por cent of the
compeny's cuthorizred copitel. I componies with mived denestic ond fercign capital,
privoie demestic copital must hold ot loast 51 per cent of the votes. What this meons

in offcet is thot fercign enterprises connot receive Stote support.

Tenders were invited in MNorch 1971, the pre-investment procedure having alrecady

been compluoted.  (Scz Lelow in the seoticn dealing with the present promoticn situaticn)
S:lv:tx scda

With o vicw to the esteblishment of o sodium corbenatc plant, with a capacity of
not less than 200,000 tonnes o yeery Low Heo 18516 was passed on 31 December 1969 sctti
up the Sedium Corbenatc Dovelcpmoent fund, tc be fumed fren the resourecs derived frem
o speeicl lovy of 20 per cont on th volue of inperts of pure and impurc neutral sodium

arbonete and any cther rescurces or contriduticns frem the State or privete parties.

This law wae acccmponicd by Doeers - e, 5506 ¢f the zom: dcti, vhich fixed the dates

fer inviting tonders ond for cporing the bide reecived.  The -nterpriscs awarded centro

were to be entitled tco the bunefits grouted under deerce No. 3113/:34 and financizl

participaticn by the Stote was pormiit-d in the cosc cf priveic firmms whosce copital wos

Cemestic or mixed (demestic end fercign) provided that ih. preperticn of votes held in
the company wos 51 per cont. In such cadesy the State could contribute 40 per cont of
the company's ~utherized copital.

The documentetion settin, forth th spocificatione for tonders was approved in
Fibruery 1970 by rosclution Noeo 78 of th. Socrctnriot of Stul. for Industry and

’

Demestic Trad. .-

:_""/ The competition uns € cl~red null and veid anc the snturpriscs submitted now a
lapravad prepesals, which arc ot prosont b ing censidered by the Brecutive.
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Potrochamiecals
w‘““

On the basis of the studics mede by the Petrochemicals Commission sct up under
Dceree No. 463@/@?;, the Executive issucd Decrec No. 4271/».\9 for the prometicn of this

scetor.

The csscnticl aims were tc reducc the pricce ¢f the preducts, bringing them down
tc international levels, and to promete the cxpension of plants -nd cstoblishmeont of

neW Once.
Four kinds of ncesurcs werc introduccd:

(a) Special developmert prices for the rew matericls used (ncphthe, ethanc and
ethylenc in naturcl or refincry ges). The catorpriscs supplying thesc imports
were to get cocmpensation for the difference of price from the Sceretariet of

. Financial iffoirs; .

(b) Reduction in impcrt dutics on rew mztorials; 10/
(¢) Tax benefits, siuilar tc these introduccd under Deerce Koo 3113/043

(¢) Equipment priority undcr Decroc No. 5339/6.

It was nct possible to carry cut this deercc fully os for ae parcgraph (a) wes
concerned, beenuse of the absence of rogulaticns on the way in which the compensaticn
w2e tc be paid and becouse of the voriaticn in domostic priccs, whichlmade the figures
given in the decrce ne longer apprepriate.

The most important prcjcets vndortoken in this ficld and benefiting from the
provisicns of the deerce just discussed arc thosc rclating to the constructicn of o
pctrochemical plant for the production of aromatic hydreccarbens and cyclo-paraffins
undcr the nome of Petroqufmice Genercl Mosconi and the catablishment of the fim
Pctroquimica Bahfa Blanca.

The ostablishment cf the first of thesc entorpriscs wos approved by Decree No. 626
in February 1970. A total investmont of US8{30,457,700 is sentempleted, in order to
achicve the following output capacitics:

13/ The mcasures refurred tc in parsgrephs (2) and (b) werc to be accompanied by a
rstuction in tariffs on pctrochemical products, in order tc oblige cnterpriscs to lowor
their priccs.




Benzenc 28,000 tonncs

Tcluene 5,000 tcennces
Or+hexylene 15,000 tcnnes
Paraxylenc 33,000 tonnes
Cyclchexarn. 40,000 tcnnes
..romatics mi:turc 17,000 tonnus

The Dircetorate-Gonernl of Nilitory Preducticn and tio State Petrcleum Doposits

have shorcs in the new entorprisc.

Ameng the incentiv s to which 4t is entitled arc these gront.d under the Petro-
chamicels Premotion Decrce and equipment pricrity und.r Docree Ne. 5339/63 in the
smcunt of US$E millicn.

The establishment of Petraquinica Balia Blanca was approved by Law Ne. 19334,
which suthorizes the farmation of a limited liability company with the participatién of
the Directarate-General of Military Productisn, State Petreleum Deposits and the State

Gas Company.

The project invelves an incestment of USLAL, 000,000 fer the construction of the

Bahfa Blanca cmmplex tA praduce slefincs with th fallewing maximum capacities:

Et ylenc 200,000 tcnnes
Prcpylone 20,000 t-nn.s

The now ecmpony is grantod the fellicwing inecntives, cmong cthers:  cquipment
priority in the amcunt of US3S17,670,000; =peciel development price for gas; cxomptic
frem the "Buy National® Low Neo 10€75;  tow priviloges; most faveurcd trcotment with
regard to premetien ond taxaticn in roelotion to the trectment that is or may in the
future be granted to onterpriscs in the ficla of petroch.micals; o provision that all
recl estote, access ways ond read ond roil connexicns thot nay be necessary for tho
cpereticn of the firm's industricl cstoblishments ore of public utility and liable to

cxpreprioticn cr scrvitudoe.
Iren and steel

In this scctor the incentives grantod te oenterprises wnder Docrees Nos. 503b/61
and 3113/6)4 were modntodined.




The legislation is very various and includes clements relating beth to the scetor

as a whole and to the individual enterprisc, the latter being the more important.

§ Mcntion should be madc in this conncxion of Dccrec No. 5798/67, which cxtends the tax

cxemption arrangcments for raw matericls imported by SOMISA in accordance with the
programme for cxpanding the capacity of this entcrprisc to 2 million tonnes a ycarv]'-l/

and of Decrec Nc. 384/68 authcrizing a Stetc guerantcc for a loan of %114 million.

Still in the ficld of intcgrated iron and stcel works, the Lcindar firm was
grantced various facilities for the purpcses of its cxponsion plan ond the year 1967
sew the establishment of Propulsors Sideriirgica, with the fellowing targcts:

First stage - cold rolling 350,000 tonnos
Second stagc - hot rolling 1,000,000 tonncs
Third stage - stocl-making and blast furnaccs To be decided.

Among the privileges granted werce duty-frec imports of scmi-finishod goods and
approval of an agrcement fcr the supply of raw meterials by SOMISA.

Another important ucasurc was introduced through Dcerce No. 5925/67, which provided
for variocus cexemptions to promotc the develcmmoent of the Sierra Grande iron deposit by
a nining enterprisc. These privileges ere very extensive and oxempt the future plant
from the payment of tax and of duty on imports of machinery and cequipment. The
cxemptions rclate to the following:

(a) Duties on imports of mochinery, acccssories and sparc parts and cof matorials
ond other itoms necessary for the cxploration, surveying and working of the
deposit, including thc trcatment a.nd/or drcssing of thc ores

(b) Duties on imports of personal and hcuschold cffccts and other itoms brought
in by thc staff necded to oxcoutc the plans of any firm awarded the contract
who travel to the country for that purposc, on condition that the person
concerned stays in the country for at lcast & yoar;

(¢) Cerporate income tax and the tax in place of the chargc for the frec transfor
of property;

(d) Withholdings from paymonts of focs ¢r remuncration for advisory scrvices of
any kind from ecbroad;

0.1__./ Under Decrce No. 8052/68 it is planncd to raisc the capecity to 2.5 million
tonnes by 1972,
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(f) Technicel cducation tax;
(g) Stamp tax on articles cf assecicliion and extensions thercct, including incre
in the cepital ond issues of shares, provided thot their purpesc is to

facilitete werking of th. deposit,

(h) Any cther dutics, charges, tatws -r surchorges thet may le introduced and
that would affcet any ~epuct of the cperaticne, procecdings cr activitics in
whick the centractor might enghec in order to fulfil the obligaticns he

undertolics.

These exenptions were to apply fiws the dato of tho apprevel by low of the cward ¢
the contract until ten yeors Ifrem the dote fised for the stort of opceraticns in working

the dcpoﬁit .

There wes clso cvoupticn from the main taxes and froa the payment of corperate

. . . . 12
income tax feor investors in the comprny tc be v.?S‘c:\.bllShcd.-J

Decree lic. 404‘_}/'{*9 opproved the plan for werking the depesit, which is for an
annuel cutput of 2 millicn tonnes of crude metel, . ch mcons mining 3.5 million ieormes

of orc o year, with an investmont o USeSC,015,000.

Aluniniwa

In 1905 the cluminium production progrome wos given impetus by the approval in
Deerce Noo 2725 ¢f the operating schodul. drawn up by COPEDESLL (Permanent Commission

for Light {etcl Development Plenning) which provides for the establichment of an

aluminiwa plant in the province of Chubut.
3y Decruc Ncoe 2-;,7/70 tenders wer: ipvited for the constructicn, starting up and
operation of en cluninium plant =y o privete firm, but the conpetiticn was declared nul

end void (Deerec Ne. 205/71) oecause nene of the three tonders submittcd met the

w Law Lioe 18005 cdeptcd in 1970 approved the agruoments reached by the Directo
Generel of Military Producticn and the province of Riec Negre for the establishment of ¢
limitcd liobility company wndcr the ntme cf "Hicrre Patogfnico de Sierrs Grande Socied
anénima Mincera?, which is grantcd ©ll thoe privileges oveilable under Deerce Noo 5925/07
for = pericd of ten yoors.




ccificaticns. The some deerce nlso sutherizsed COPEDESIEL to eunter into ~» centract

roctly with the firm of AIULR SAIC, oftor medification of the firm's tonder and subject
i

approval by the Exceutive. Finally the Executive's Deerce Ne. 3411/71 appreved the
B:iroct cencluvded botween COPEDESEL and the firmm in questicn.

The centract is feor the construction of o plant with o capacity cf 140,000 tennces
7 yeor &t o cost of chout 50 million dcllors, in the neighbourheed of Puerte Ladrya con
| . Golfo Nueve coast, to start preduction not later thon 1 Fobruery 1975.

Ameng the develepment incuntives to which the firm is centitled arc the follewing:

- (Customs cxompticns vnder Decrec Y. 5339/63 and oxempticn Trom duty on imports of
~quipnent , machincry, sperc parts, materials and other poarts and on the raw metericls
and cther inpute necessary for the monufacture in Argontine of perts, nechinery,
cquipment and sparce parts for usc by AIUAR ond its contrectors and subcentractors.

Thucse cxenptions omeunt te o sum ¢f nearly $100 million cif;

Excmption from any charges on imperts of raw and other materials and inputs for use

in the production of aluminium;

Guarantces with regard to the supply of electricity, wate~ and gas by State enterpriscs,
Tax cxemptions similar to thesc granted under article 7 of Decrec No. 3113/&4;

otcte guarcntoes with regerd to the supply of currency fer fercign payments to

be medc by the oenterprisc;

autherization for a barter systom under which the elumina used &5 raw metericl is !
to be imported from Lustralic and helf of these imports arc tc be paid for out of

the metal preduced. ;

This project is to be carried out in perallel with the construction of the
»lcufd hydroclceetric power station on th: river of the seme name in the province of {
out. Werk on thet prcject will dbe carricd out in such a way that it keeps pece with

% on the aluminium plant for which the power produced will be intcended.

;  Othcr promotion mcasurcs

In addition to the mcasurcs descrived above, in the field of basic industry steps

- taken to premete imports of ecuipment by sclocted scctors and the non-traditional

T

wrts schome was exponded.

A Sy omen




Equipnont

In April 19¢€ Deerze Noo 1750 was adepted, with the ein of increasing the ronge cf
seeters which sculd brnefit frem the right to import cquipment on preferential torms.
Tt was censidered thot aport frem the scetors already premotod under Decrees Nos. 5339/
and 3113/(';4, thor vore cther sceters of impertance ©.r the ceencmy whieh nceded to

reduce their cests and adjust tc more advoneod t\‘:cinlc.logy.u

Prciccts for the cinstructicn, ciponsien, nedornizoticn cr re-cquipment of plants
would thorefere poy o single duty of 20 per cant on imperts of cguipment , whether or
net the seme geoas were preduced leeclly. In additicn, the Central Boank ¢f the LArgent
Republic, in ecircular I.C. Keo 320, rcfermed the systenm fer financing imperts of cguipn

&
introduced %y circular R.C. He. 196, nelking the conditions mere gencral and liberal.

Jubscequently, under Decrec Moo (')6?./659, other scetors wore odded to these entitled
to benefit under Deerce Iic. 1756, and its previsions were crtended to spare parts and

. ) . . 1
components nccded to keep the imported cquipment in cpercﬂclc,n.»-a'

These provisicms rclated sololy te imperts of geods not produced in the country cr
not produccd up to the stendards recuircd for the project. Despite this last rescrvati
the strong competition thus crented for demostic produccrs of coguimment and machinery
1.d tc growing pressurc by thoaa for tic chelitien of oll kinds of gpecial inpert arro
ments for thoe oencfit of coertain scctors.  Llthcugh scone comestic praducers of capital
goeds were on the list of those whe benefited (machine tccl, heavy equipaent, beiler
meking, etc.) the lcss they suffored on the demend side vas greator than the gein on

the import side.

13/ The now scctors coverad wsr:: (o) Textilos produced fron domestic row
materinls; (b) Ford, cxcluding bevirages, suger, confoctionery and tobacce; (c) Ch
nmrluding scents, toiletrics and ccemetics; (d) Building materials; (¢) Machine tocl
(£} Herufacture of heavy ocuipment wad ports; (g) Ccrrceion-resistant beilermoking;
(h) Loather ap?d leothor goods, (i) Industrial coramics; (i) Eluctrenics.

14/ 'Mme addivienal sceters included were: (k) fimbor (1) Plastics; (m) PRubber
n) Pickaging; (c) Browing, (p) Bleoctrical machin.ry, cppliencec cnd conponcnts;
q) Poper, nct including pulp.




_N_@-t raditizn~l cxgoz:_t‘si

.8 o result of thic beavy dovaluation cf tho pesc which teck plece on 13 ilorch 100 7,
nd in ordaer tc offst the boest 1t g ve to the cornings of Iopert socters, Lew Noo 17104
ntreduced oxpert dutice on ircditicnel productse le rogords nen-troditicnal oxports,
ne some low repealed the lists anncied to Decroo Lic, t";fff},",f) are the coendnonts tirote
nd introduced now lists of non-trociticnsl crperts witn ¢ vaiforn rofund of 10 pur cent,

hus roturning to o systum siniler 1¢ th one thet provellod Uof rvo Deerce e, 4:3/:5.

Thase refurds wore in additien to any drawback pojnints cn the goods and wore kept
b Loing until the odsption of Low Roe 19104 in 1971

A oy n A 3
Regional promotion

- a v

Regicnal prometicn continuca during this poricd on th: basi £ Decree Ne. 3113/&:;.

he nest inportant ncosure from th. rogicncl stondpeint was the adioption of Deercc
SN 2102/’09, bosed on Law 100, 1’,’310/36, which ostablished the Tucunfn Operaticns
crmittee, end Lau Ho. 18202, which suthoricos the I cutive to gramt privileges tc

ntorpriscs cstablishing themsclves in ‘Tucumér Previnco.

Th: ~im cf the deere. wos t¢ premote thue Yovelemernt of the provincots agriculture
d industry irn order to make it loes dependeni on sugor production aleone end te offsct

b0 unempl.ynent coused by thie clegure of eloven rofincrics employing cbout 11,000 perscnce.
The promction schome covercd industrial ond cgricultural ontorprises.

“ithin the provincc, arcas in the neighbeourhcod cr within the sphere of influencc
th. sugar rcfinerics that hid boer clescd or naticnolized were declarcd maxima
pomoticn areas, the oim boing, of coursc, to aapley the lobeour that hed thus Lecome

2ileble in the ilepublie's mest denscely populcoted prevince.

The tax privileges granted covercd ccrperate income tow, the trx in placce of the
inrge for the free tronsfer of paoperty, soles tox, stoap tax, and portial cxenpticn
ron income tax for investors in Tucumfn industry. .Lnother importont featurc of tho
cree was thot it allowed capitol goods intunded for the prevince to be importad frec
~ surchnrge, provided that they were not preduced in the country cr if produced werc

of the kind necdoed for the preject.

lue incentives thus cffered led to numerous applications by unterpriscs, which had
11 21 Decuaber 1909 to teke advontoge of the offere 3y oy 1972, 10¢ enterpriscs

[

b liying 2 tetal of 11,740 persons hod cstablished thumsclves in tho prevince.




PROVICTION TELSUTSS FrOil 1970 OIRLUIDS

¢ the beginning of 1970 - number ¢ inmertent legel proviciens were introduced,
including thc Industrizl Premcticn Low ondl voricue instruments roloting to the

acquisiti-n i cquipnent, which arce discussca bolew,

Law Lic. 18507, adortud in 1070, iz the mow 1.2l basis for industrizl prometion,

replocing Laws lics. 14700 and 14761, which Ll been ia foree until then,

Th~ low Acale with mettors roloting t- internil rrowction and the rules with which
foreign invccoctuent nmust ecnply. 1t is cimed cosenticlly ot impreving on previocus
logislotion anc edepting it t~ the now preaction philoscphy, formulating each of the
aime 3¢t in o more specific wony,

In peint of fact, the genorel ciojectives of Law e 14761 are kopt, but with the
addition «f ccrtoin clements.

1. Industri-l prencticn

Sclving Loloncu=cf-poymont prollons continves o Uo an cessontial objeetive, cltho
it is adaod thot ¢ achi vo this cbicetive (fforts will b. mode to promote the estohlis
went of bosic industry ond to. inerocsc the fficicncy of cxisting industry sc that it

nsen xpond its cxports.

As for =e regien~l proncticn 1w cenerrned, o new cloneat is the idoo of promotion

by rneapne of dovoloment concs and necnenic rigions.

Similarly, unlike Law Ne. 14701, nor une uxpressly rofers t0 tuo factors whickh
had Yo of concorn to the cuthoeritios for oume tine, numcly, the promoticn and/or
pretoastion of industry finsnecd by denostic sapital cnd suppert fer the dovelopment of

Jemestic tochnclrgy,

Ac regords tho provisicone aw' Lor fits reloting o tosoticn, credit and State
purchos. s, the lawe ere similesr, a2lthough the now one provides for the ostablishment o
prowction of industrirl socteors in tin: dovelem nt zones, bosod on the principles of th
sgrnomices of lecotion, for th. rroncticon of dreertine grods ciorced by the State and for
)

+the wocution ond prouction of induetricl resoorch cad JovoLopnont.




o Fcrui‘gx investnent

s ane

In this arca thore have boun fower inncveticns in relaticn te Law Ne. 14780,
The basic principles have thus baon zdhered te:

Rights cqual te tazse granted to argentine citizens under the constitution

and cther legisloticn;

Preforontial tr.atment for the cetoblishnont of enterpriscs ir partnership

with firus financed by drmestic copitnls

Tronsfer of profits to the country of crigin ot the frocc market rete of

cxchange, th. scle rostricticns ¢n the ropatricticn of eapital baing thosc

cxpressly stipulated ol the time the investnent was approved.

To sum up, the aititude toward forcign investment is an cpen and welcoming onc,
ain boing simply tc combin. in = single legal instrunent whet had previcusly been
cevered by twe scparate laws,

No specific rogulcticns, hewever, werce adepted for the applicaticon of this law.

Deceree No. h03/?0 woes intonded tc proscrve the contiruity «f the oxisting promcticn
srrangenents until rogulaticns for the aprlieaticn of Low Fo. 18587 were adepteds To
*hi=z und Decrous Nos. 4271/69 and 5703/@9 were approved o8 tac regulaticns governing
the applicaticn cf the law, Decree Ne. 3113/64 was kept in ferce on o tramsiticnal besie
*nd boeorce Ne. 5339/5‘} wos kopt in foreo only in sc for o2s it was an vssuntiel corcllary
1o Decreos Nese 3113/od, 4271759 ond 6703/69.

Thus it con be said that the now prameticn low did not introduce any substenticl
chonges in the existing premcticn syston.

Equipment

ot th. souc tine o8 the now promcticn low wos adcpted, Law No. 18586 omd Decrec
Tte 604/70 rcgulating ite opplicetion wore pesscd, undcr which the special arrangaments
for imports of cquipnent wore abclishod, particularly theeo intrcduced undor Doeree
0. 175¢/58, which, 2s hos been seid, were stoutly rosistcd by demestic producirs. Under
thie low, the Excoutive wes tc rovise the iopert toriff nomoncloturc (NADI) in such &

Wy that eapital goeds treduced in the country wer duly identificd, so that they cculd

L glven the epprepriste customs pretocticon.




Deceree New f*OA/’(O regulating the applienticn of the 1aw cbclished the cxisting

spcecial arrangenonts ~nd intrcduced in 1is opnuXe8 LW fcmulaticns fer iteme 84, 85
and 90 of the NADI. With a f.w cxcopticns th duty for gecde nct produced was fixed

-ds thot woere preduced was rais d tc 140 pcr cunm

at 20 por cent “nd the maxinum {or gc

althcugh the duty cn most goods wos botwe.n 50 and B0 per cont.

Th. pretocticn ~ffeord .d was consid rod sufficicnt by copital goeds nanufacturcrs,
althcugh in the middle of 1970 tnl tariffs w.r. opprecinbly reduccd, perticularly
those for goods nct rroduced. On 6 July 1970, =8 a rosult of the develuation of the
Argentine peso, tho tariffs werc roduc.d in crder to ruduc. the impact ¢f the devaluat
cn industricl ccsts. Thus, for oxample, the duty cn gcods paying 20 per cent wes
reduced te § por cent, 140 per cunt tc 110 poer cont, 80 per cont tc 60 per conmt,
and 50 per cunt to 39 por cent (Decree Neo 191/70).

Subscquently, in Noevember of the same yuar, the toriffs woere roieed agoin, althou
for meny itume thuy still did nct regein the lovels fixed in Deerco Neo 604/70.
Catugerics of geods peying up to 25 por cont undorwont ne chang. whilc the remadnder

were inercasud by botween 15 and 0 porcentage peints.
£

The pininun thus certinued fc bo § per cunt and the mexirw: 140 per cente In
Octcbver 1971, substantinl changes were node in the provicicns governing impcrts of
capital gocds by o surius of ncasurcs. Ducreo Noo 4485/71 intrcduc.d a systen of pric

liccnecs fer inperts of capital goeds.

Fer this purpese thoe sceticn of the inpart tariff nemoncleturc hoaded "Others!
was divided intc twe parts, cnc for unliconsdd imperts which pay 2 duty cf 90 per conmt
and the other for liconscd inports which pay a duty cf 5 pur cente

For ¢ pricr impert liceme. to bu grented, it is nucessary that the appliceticn

(3%

shculd be madc by the dircct uscrs of the gocds and that the gocds cannct be produced

I3

in the country.

Resclutirn Nc. 500/71 of the Ministry of Industry ~nd Mining governs the issuc of
lic.nces and nokes the Capitel Geeds Adviscry Board sct up by Rcscluticn SEICI No. 203
rcepensible for deciding whother the product for which zn inpert licence is sought

cculd bo supplicd by demcstic industry.
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This arreng.ment, in the last analycis, tokes the cecleion os te whether the products
bprtod are preduced in the country cut «f the hande of the curtams and gives it tc

, Minigtry f Inlugtry and Mining ccting through apecializad bodics.

Pug Noticnel

In Docuaber 1270, Low lice 15875 wos adept.d with the esecnticl cin ¢f chonnclling
rchases by Siote bedies and entorpriscs to dem.stic induetry. In 2ctuel faect the

w scvers cthor sceters apart froan industry (public weils znd consultancy scrvices),

t for th.. purpescs of this paper we shall confinc cvra.lves to its offect ¢n indusiry.

The preamble tc this low is instructive bocouse it £ives o very gocd weeccunt of the

in difficulti.s .ncount.rcd by dom.stic industry, ond perticularly the machiner; and

uipnont industry, in oxplciting the demand of the public scctor. It is argued that

. Stote con hardly compel privete firms to cbtoin th.ir supplics 2t home when mony

‘1. bedics do overything they con to make their purchas.s abroade This tendency wes

b found mainly ancng Stotc ontorpriscs and de-centrelized bodics.  There were vericus

~acna and circumstances which madc it necessary tc adept this law, the moin cnee being

fcllowings

() Beforc tendors are invited, tochnicol processce ore chesen, cut cf oll the
pcesibl. zlternmatives, such s can cnly bo inplumcnted with importcd equipnent,
with the rusult that the demestic industry is cut of the running from the
start, dospitc the fact thet it weuld b abl: tc¢ previde couipment for

alt.rnative tochnicel processcs yielding similar rosults;

(b) The financicl difficultics cf demestic industry lond it to o ntract fereign
1oan8, which arc nemclly ti.d to th. purchase of fereign technclegy end
cguipn.nt and oven the scrvices of foroign censulionts.
It should be ncted thot the chennelling of Stot. purchascs tc lrcal ontorprises is
'ne ixrespective of their naticnnlity, locel ontorpris.s boing undurstced te mean thesc
ich have their denicile and head offices in the country ond are geverned by argenting low.
The "Boy Naticnal® Law includes n scrics of provisicns simed ot Jlioinating theee
alts, but it has tc be said thet the modn difficulti.s orisc preciscly in conncxden

ith th. proper opplication of these provisions.




ie ccmporcd with the "Buy Arpontine’ Low, the not one includes the fellowing
cdditicns:

(2) It includcs a dcfiniticn of “deucstic entoerprise’;

(b) It includcs fims of ccnsultonts ameng thes. whe con benefit frem its

prcvisions:

(c) + requires pricr consultation beferc the purchose of goods;
(@) It cims ot ndapting the tochnolegy chesen tc the capacity of demustic industry

Re-crgenizaticn of th. Ncter Industry

In July 1971 Law Nc. 18135 on rc-crganizetion of the ncter industry was adcpioed,

This law, which frllcwed on & number ¢f prelinincry drofts of varicus kinds, is a

centinuaticn ¢f provicus arrcngements by which the pceter hed been governed until then.

The low wos collod o Pre-orgonizoticon’ lew becouse ofter nere thon 10 yeors of the
exigting arrangements the ain wos not t¢ cxpand the industry by ecstoblishing now
eesembly plants, but on the centrary to improve what hed clready been cstablished, by
incrcasing productivity, reducing cests and prices emd iavrovinge the quality and techno-
legical stendard of the products.

The law alsc covercd an industricl scctor of great impertance, the prcducers of
acter vohicle parts, most of them smell ond nediwm-aized onterpriscs financed by

demestic capital, which until thon hod boon mere or 1 58 neglected in metor industry po

Onc of the aims of this pclicy waos preeiscly to strongthon domestic copitel end tc
schicve o higher dogroc of intogroticn aning cssulibly rwlante.

Cenountration of cxisting fimms wos cnocurcged ac thoet the minimum necessary sccleo
of prcducticn could e achicved and spueial cophusisc wes ploced on r.scorch and
dovelopment of now nedcls,

Ancther cbjective vas to promct. uxperts bocaus. it wos cengidorcd thet from the
stondpeint of gquality the industry hod ~chieved nn ceenptasle cncugh level to start
trying to c~pturce merkets within this difficult sceters %ith thie in mind o 50 per cony

rofurd wes intrcduccd for oxports of demesticclly doveleped ol 2csigned vehicles.




Fims fincncod Ly demostic copitcl benefit fram special crudit lines and prefirentieal

+rcotment for short-torm loons, although in general the nmeoin ownefits <f this schuame

centinue to boe the pomits isesuld for inperts of parts up to 2 ¢ rtain percuntage of

+h wvalwe - f tiao vehicle, which mey b betweon 4 ond 10 per cont.

incther immertent ospect is the foct thet the demestic norket is rescervec for
sisting firms, vocousc inperts of netor vohicles are prehibited and the ostoblishment
f now weter vohiele nonufocturors is susponded until 21 Docember 1680,

This lost nrovision, hewever, dces net 2pply to produccers of motor vohicle parts,

wh- con cstoblish th usclves with the pricr autherizaticn «f the linistrics of Industry,

comerce ond Hining,  Ameng the moosures of majer inpertanc: for this sucter is the fact
that arscnbly plemts ore required te import, within the fised percentages, enly thesc

rerts that ore nct node in the ceuntry, cn the basis of lists cf permittoed parts.

Oth.r mecasur.s include rcgulrticns concerning the preducticn of new medels and &

specicl licensing contract register for the sceter.

Forcign investnont

The «ntry of copital inte lrgentinn wae criginclly regulated, as hos been sadd,
y Low Nco 1478C, ~nd subsequently oy Low Noe 18587, in article ¢. There was ne great
f1TF o rence betweon the twe, vhich loy down broad and liboral provisions governing such
bnve stoent.  In mi?-1071, with th. sdepticn of Law Nc. 15151, crticle £ wos ropealed amvl

now systom wos intreduced whi~: this time dicd inply substantial chonges in the

ril- scphy that hod prevniled until thene This law cnd th. deerce regulating its
“vlicaticn (b 2400/72) 1nid down mer. procisc rules tc Lo ckserved by forcign invest-
.rt and st firth o serics of conditicns and requironemis.

Lbeve all, it rooffirue thet such investuoent shall enjoy cquel trectment with that
£ rded domestic cnterprises under lrgentin. law, provided thet the investment complics
1th the provisicna of the muw logislctici.  The prefercnce fer investment undortaken
r portnership with domestic capitel is likowise stresscd. Such investment can tokc the
“m oof tronsfors of currcncy, imperts of capital goods anc spare poarts, copitalizaticn
¢ crnvertible. currcncy leons, ro-investment of profits of foreign firos thet could be
r-onsferred abroad opd other ncn-mat.ricl asscts.




-.0 -

The need to cbtein fereien copitol ariscs because of naticnel cbjcctives with

rcgord to develemiont ond the tronsfer of technolegy, it suppluments demestic s~vings

Py

a8 o scurce of rescurcis.  Partisulor omphesis is therefore placed, in the sclection of
projects, cn thc ways in which they ay bonofit the noticnel ceenemy, particularly by
impcert substituticn ond cxponsion cf crperts, en the uce of the country's cwn notural

and humon rescurces and on technclegicol dovelcpmont.

Prcjccts Ior the producticon of it.ons dircetly rclcoted to militery activitics hove
also vo be cvalucted by the Mirnistry of Defonce and t. get its approval. Those which
centain contractuel linitoticons on the cxpert of the products in question arc sutomatica

rcjected.

It is stipulated that investors con repatriate the cepitel investcd anéd con tronsfc
it only tc Argentinc citizuns or if the cnterprisc is liquidated.

Ag for as credit is concerned, rustrictive conditicns arc laid down, in thet the
firms are granted access sclily te short-term or contingency lcons up to o masimum
amount of 50 per ecnt f the registered capitol. Rulos orc alse loid down with rogard '
to the rceruitment of staff, in thet ot loost 85 per cont of the staff ot the nonageriall
tochnicel oand profoessionzl lovels have to be Argentines.

All these rules iuply, by comporiscon with pro vicus arrengement s, groator supervisic
and intorvention Ly the State with regord to the flew of fereign capital to the difforCu‘
sccters and its operaticns within the cocuntry. It wes in order to carry cut thoese
functicns that the Fercign Investnent Registry wos oot upy which operates under the
Scerctariat of Planning and Govermaent Promcticn: 211 fereign investment has tc be

roegisterced with it, whether undertaken undor this lav or undor previcus oncse

It should Lo made cloar, hewever, thet this is dene solely fer centrel purposcs,
beceuse fimp which have made investaents with fcreign copital under provious arrange=-
ments centinue 1o be geverned by the rules und r which such investnonts wore undertakon
cxcept a8 regords registroticn with the Registry and the provisicns on crodit.

zzpnsfcr uf Lqupaxch

Low Wes 16231 is designed to rogulate the cequisiticn of fercign licences by

srgentine onterpriscs.
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The need fur svch o law arcac -~s ~oresult of the greuing impertonce for devilepment
«f cbtoining potents which will lcad tc gumuine toechnelegicnl pregreas. Practicel
-Xperience has shovm thot the cxpensc is not clucys Justificd, ither becruse the S
-r slailar tochnelegy hes already beer develeped in thc country, v bicouse the
technolegy in question is net suitod t¢ the requiriments of the daucrtie mork.t cor

tecause the oxpens. iavelved is toc great in relaticn to tho rogress it bringc cbout,

O
To makc nattcrs wersc, there ar. lmcwn te be nmony cerecnents which incluc..

r.etrictions on cxperts, preducticen, prices and cther atpects of the coapeny'c activitics,

Th: sdeption cf th. preecnt low ane. the deerce regulaiing its applicoticn is
losigned to strengthen the ncgetioting pesition of the 1lrcal M cnd give it financial
fsuppert in obteining tcehnclogy which will mcan real progress for the country; tc aveid
the purchasc cf tcchnclogy which is unnceessary fren the standpeint «f the ceenemy of
» whole;  end to support cnd prctoect demostic tuchnelogienl ros.arch.

Tc this cnd the Nationsl Registor of Licensing Coentracts and Trensfors cf Tcchnolegy
vas esteablished, vith which -1l cgrocuents invelving transfors of trademerks, patonts,
icsigns, industricl meicla ond other similer itcms have tc bo regictored,.

The eutherity reomoneitle con refusc ruglstration if th. cenditicne ledd dewn in
the low arc net rot.

If the agruements ore nct rogigtered, they lose all logal value and the cerrespending
yments cr tronsfors cbread arc net outherizod,

Frometicn cf Tucumén Provincc

Ur. 3 Hay 1972 new dmpctus wes given 1¢ the promction of the Provireo by mcans of ¢
cinultanccus and ec-crdinatod sorics of neosurcs. At thot timc 59 plants worc in
‘reretion, 13 were under censtruction cnd 21 pPrejects had been opproved undor the
irvicus arrongononts. Dospit. thle, it was considered neeossary to extund the duraticn
7 premeticn measures on behalf of Tuownfn. Lews Feae 12014 and 19613 were adeptod for
‘tis purpcss, togcthor with Duerce Ne. 2558/T1. The first low can be colled & goneral
iactien law, imtroducing o serics of incuntives for fims cstablishing thamsclves in
i Previnec or cxisting firms whieh wish tc oxpend. The incentives includos

(e) Tax uxemption cr rducticn for spucified pericds:

S NPT,

I




() Reductiin ¢f or cxempticn fr irpert duty ond 2ll other dutics, special
toxes or charges, with the vieeptien of levies, for imperts of machincry,

cquipment, parts ~n? eoiponents and spare ports which demestic industry is

nt in o cwsition t suprly;

(e) Prufcrenticl ir atnmont with regard to lions end cther measurcs to facilitatc

the {inoneing of devolomont plons;

(é) Profercnticl troatoont with regord te the supply of clectricity, fucl

ond transrort,
(¢) Prcfercnticl troataont by Stete bedice.

Deeree Kce 2558/72, which rogul~t.s the application of this law, specifics precisc
whet kind cf ontorprisc con benefit fron its provisicns and oxactly what incontives
arc available,

Low Nc. 19515 authicrizes the wsteblishment in Tucenfn Province of onc or more
moter industry plents, which arc ontitled to the privilcges granted under Lew No. 19614
and the Deerce regulating its arplicoticne Entorprisces intorestod in obtaining autheri
ticn tc cstoblish such pl-nts arc requirced to moke applicaticn within 30 werking days
«f the publicotion of the law in the officisl gnzctto,

The firme which subnittcd projects proposcd to manufacturc lerrics, leng-distonce
buscs and sperc perts for nuctor vchicles, which, eccerding to the precamble tc the law,
are the only cnes permittod wnder Low 1. 19135 on ri-crgenization of the metor indust

Heasurcs for the promction of nen-traditicnal cxperts
B W - ——

1. law Hc. 19184 ceneerning refunds on nen~traditi-nel cxperts fixces the maximum
amcunt of the refunds cg follcwss

(2) Ten por sent of the velue of th. goeds exportod, witheut prejudice to any
drawvock poyments to which the gcuds may be entitled;

(b) Up tc 40 por cont of the value of the goods crperted, including in this sun
mny drowbeck payment te which the gocds may o cntitlod.

Deerc. lic, 2864/72, which regulatos the applicotion cf Law Nc. 19184, fixcs the
mesdmum rofund with rogord tc paragraph (a) ot 10 per cont.




With regerd to peragraph (3), it fixes the refund “t 5 per cent, 1% por cent,
22 per cent or 30 por cent, depending on the type of prcduct.

2« Circular B 08% ¢f the Central Benls of the Argentino Republic lays down the

conditicns on which ccmmereinl banks &re to finance nen-traditionnl cxperts.

The items covered inelude gocds, tochnical survices, research, froight survicces,

insurancoe and repairs ond nodificaticns to transpert.

Between 80 ond 90 per cent of the value FOB can he financed, with repoynent pericde

¢f up to 8 yoars in the ease of capital geeds and o yeor and @ half in the casc of

industricl conswacr goods.

The cireular also lays down the procecdurcs and conditions t‘ﬂ‘be complicd with by
banks and onterpriscs.

SUMMARY OF PROMOTION MEASURES IN FORCE AT THE PRESENT TIME

Two scts of promction measurcs can be said to be in ferce ot present, thosc which
can be extended to newcumers and thosc which are limited to the cnterprises alrcady
toking advantoge of them.

We shall list mecsurcs of the first kind onl&, because of the interest they mey
heve for nctentinl investors:

(2)

(v)
(e)
(a)

(¢)

(1)

(s)

Deerce Ne. 5339/63 on impcrts of cquipnent in so far as it has to do with the
incintives previded undcr Deerce Ne. 3113/64;

Decrecs Nes. 4271/59 and 6703/69 on pctrecharicals prometion;
Deerac No. 4485/71 and resclution Y. 500/71 cn impcrts of sapital guodcy

Lew Nos 18587 and Decroes Nos. 3113/64 and 2595/70 on rogiongl and sectoral
pramoticn;

Law Nc. 18875, Deeree No. 2930/70 ond resolution Ne. 562/T1 ontitlcd
"Buy Natiopal®;

Lav No. 19135 and the rcacluticns reguleting its applicaticn in so for as they
relate to produccrs of motor vehicle parts;

Lew No. 19151 and Deere. No. 2400/72 on foreign investment;




- ot -

(h) Law Nc. 19231 and Dcerce Mo, 6187/71 ¢n trapsfur of tochnology;
(i) Lew Nc. 19514 and Deorce Ne. 2558/72 ¢n the promction of Tucumdn Province;

(j) Resclution Ne. 119/72 of the Ministry cf Industry and Mining on a national
end internaticnal public cempetition for the constructicn of onc or mero
newprint plante, to run from 20 May 1972 fcr o pericd of 180 days. The
¢pening of the bids is scheduled for 23 Novenmboer 1972.1

In this ccupctition the sane specificaticns will be used as those approved
by Deerce Noo 43/71;

(k) Law No. 19184 cn the premoticn of nen-traditicnel cxperts and Decree No. 2864
Circular Nc. 689 of the Contral Bank cf the Argentine Republic.

Investment finoncing

The Naticnel Develoment Bank has various eredit lincs of intercet to investors,
which cover the finoncing of fixcd asscts; spcecial lcans for the cstablishment op
expansion of industrial and mining cstablishments, in accerdance with the sccond progr
agrecd with the Inter-Amcricon Devcelopment Bank (including lcans for imports and for
lceal investmont); operations intonded to finance imports cf capital gocds within the
credit lines opencd by Eurcpean banking grcupsy  arrangements for the purchasce of
debentures with funds from the spceicl accounts systom;  loons for small and nedium-
sized onterpriscs located in the intericr of the country; lcans for artisans and croft
men;  loans for finoncing prototypcs of capital gcodsy  loans for promcting the
productivity of industrial cnterprises; loans for tcchnical, professicnal and industrd
personnel whe have groduated in the country; loans for the eetablishment of pilet
plants; loens for the purchasc of doncstically produced eircraft; 1lcans for minor

lj/ Dcerce Nco 1309 declared null and veid the competition held under Decree No.4,
on the basis of Decrec No. 4400/69, althcugh it authcrizes the ccnetruction of a plant
provided that the enterprise in question (which had taken part in the compotition)
undertekes newsprint preduction trials in order to tcst the fechnology and the propcrti
of pulp uscd. The ceononic and finoncinl aspects also have to be lecked into. Beceuse
the plant in question will produce 105,600 tonncs o yoor (whereas the ccmpetition call
fer a mipimum cverall copacity cof 220,000 tonncs), newr tenders will be invited to cover
the remaindcr.




repeirs t¢ ships and boats cf the national acrchent marinc: lcang for privatc remair
shops and aireraft nointenznce cstoblishuents; loans to ort STPriscs cngoging in the
ccnstructicn of public werks;  crodit facilitics f- r financing the producticn of nen-
traditi;na.l exports; credit facilitics fer finaneing prcnctoed exXperts with defoerred

payment; specicl lcans to help with the preduction ¢f nen-traditicnal or proncted
exports; 1lcans for blind perscns, pcrscns with defeetive visicn and disabled persons
whc havs been rchebiliteted; lcnps t - finonee the cost of rarticipating in intorna ticnal
falrs and cxhibiticns for Argontine J.ndus‘try, loans for imperts of copital goads

within the pregramme a.grt,cd with thc Eximbonk: nmining dovolomont leans; mining
develoment loons tc rrospecting enterpriscs.

i
[
*
§
'
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INDUSTRIAL PROMOTION AND THE CAPITAL GOODS SECTOR

1958-1972

The industrialization process in Argentina has followed a course similar to
that in other countries which have been late to industrialize. It began with
non—durable consumer goods, above all foodstuffs and clothing, and was based on
small-scale labour-intensive industry. As the domestic market expanded, it
became possible to manufacture durable consumer goods and intermediate goods in
certain basic industries which require a larger scale of prcduction.

+ Some capital goods were already being produced at the beginning of the century,
but only on a handicraft scale here and there. After the Second World War,
production on an industrial scale was achieved, and in recent years it has inoreased
considerably.

Within this context, loocal manufacturing industry has undergone a substantial
growth in this century, as is shown by the proportion of the gross domestioc
product it accounts for, which increased from 18.4 per cent to 34.2 per oent
between the periods 1900~1904 and 1955-1969. In 1970, it reached a maximum value
of 36 per cent.1 It should also be pointed out that this inorease in the
percentage took place in relation to a gross domestic product which increased
more than twelve-fold from the beginning to the end of the period considered.

This expansion of industrial sctivity was achieved through permanent import-
substitution, which was in most cases made possible by the existence of a large
market, in particular for oconsumer gc:mda.2 There were also various factors which
strongly encouraged this substitution. Some of the main ones were:

(a) Balance of payments diffioculties;
(b) Wars;

(¢) Development poliocies.

1/ This percentage, although genuinely high, is influcneed bty the high ratio
of industrial to agricultural prices. If it were possible to make an assessment
on the banis of international prices, the percentage would be substantially redaced.

2/ In contrast to this situation, many developed countries industrialised
primarily on the basis of exports to external markets.
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Table C

lational Cutput of Machin and ent as Share of ent Demand 1050-1

— T R a—
Equipment Percentage
o Se—

Processing equipment 34.4
Pumps, boilers 40.4
Road-meking equipment 2.3
Rail transport 42.8
Low-growth industry equipment 4.4.9
Growth industx;y.oquipﬁ&z{ R C 48,3
Sea transport 49.0
Prime movers 53.0
Eleotrical machinery and appliances 76.6
Measuring instruments 18.6
Tractors 92.2

Agricultursl machinery 96.9

o g







Not all of these were of equal importance, but various onee prevailed at
various times. While the first of the factors listed was a constant phenomenon,
the second was more of an oscasional influence, aifscting the process decisively
only for short periods of time. In addition, once the conflicts had ended, the
tendenoy was to return to the situation which had previously prevailed, with the
resumption of supplies from foreign sources.

The development policies mentioned have been adopted only in the last twenty
years, since “ur almost the whole of this century industrialization policies have
been evolved more to molve concrete problems than to forestall ovents through a
oo-ordincted series of medium and long-tarm measures.

Of the three types of faciors mentioned, the main one was balance~of-payments
diffioulties, and it was only through import-substitution that oountries like
Argentina which were traditionally suppliers of raw materials could uupt‘ to the
increasing protectionism im the world markets, which was still more marked after
the 1930 orisis.

Concomitan" phenomena Mwere population growth, which led to inoreasing domestic
consumption of exportable goods, and inelastio export ;upply. deterioration in
the terms of tiade and a steady growth of domestio demand for manufactured products.

The steady relative decrease in exports had therefore necessarily to be
offset by & corresponding decrease in imports. The proportion of gross domestio
product acocunted for by each of them thus dropped from a little more than 26
per ocent at the beginning of the century to only 6 or 7 per cent in 1970,

On the othexr hand, in view of the virtually permanent deficit in external
financial transactions, it was indispansadle to maintain an equilitwium in the
balanco of trade.

As a result of this situation, industrial promotion was based primarily on
establishing high protective barriers in the form of high import duties on
products whose manufacture was being undertaken, while at the samo time parmitting
inputs and machinary to be imported at roduced tariffs or no tariffs at all.




Moving on to morc advanced levels of production of intermediate and capital
goods inevitably mcant a reduction in the effective degree of protection because
the customs duties on the now product had to be increascd. As the process of
creating domestic industry continued, through the introduction of other sectors,
there were adverse roactions from the sectors already established, which found
that they were being placed at something of a disadvantage by the protection
granted to newcomer sectors.

In this context, the producers of capital goods wore the worst off, since from
the outset they had to face pressure against them from users in almost all parts
of oxisting industry. Most of these enterprises wore started up as repair shops
for imported goods and sometimos found themselves in a position of negative
protection, since not only did the goods concerned enjoy reduced customs duty, but
the inputs which these enterprises purchased from domestic industry were heavily
proteoted, making it necessary in some cases to pay more than twice the
international price. None the less, in the cage of many domestioally produced
capital goods, it was possible to overcome these difficultiece and this resistance
through & constant improvement in the products (which were even exported) and
elso through a more appropriate tariff policy.

The measures taken from 1958 onwards have not always avoided the conflioct
among the various industrial sectors which has been described above; they have
been primerily aimed at making existing industry less old-fashionod and
continuing import-substitution, particularly with regard to intermediate goods.

The capital goods sector has therefore not been the object of direct promotion,
with the exception of products for primarily non-industrial uses, such as tractors,
heavy lorrise, road-building machinery end ship-building equipment. In the last
years of the period considered, once various intermediate product sectors were

taken care of, the capital goods industry started to receive raal attention, in

order to sustain the proccss. There were a number of reasons behind this poliocy,
including thc following:




(a) It is the domestio economy that benefits from such dovelopments,
meking it possible for the process to be self-sustaining and
preventing balance-of-payments bottlemecks;

(b) Large-scale production is not required;

(o) A large proportion of labour, in particular skilled labour,
is used in oomparison with capital;

(4) Teochnological developmont is encouraged, either through the
aoquisition of foreign patents or through applied domestic
researoh,

Promotion in the period 12&1%}

The succession of measures affecting the industrial sector that were teken
up to 1965 faithfully refleot the views that prevailed with regard to
industrialisation strategy. That strategy was the result of two basio ob,toctﬁn
of economic policy, namely, to accelerato or give fresh momentum to the pi-ocm
by re-equipping existing sectors and developing new industrial sectors, while at
the same time promoting industrial regionalisation. This was achieved on the
basis of strong support for private enterprise and foreign investment.

It was imperative that industry should be provided with new aquipment since
most of the equipment existing in 1958 was obsolete owing to the agriculture-
oriented policies of the 1950s (improvement of relstive prices, primarily through
manipulation of the rate of exhange). The result was massive imports of equipment,
whioh systomatically aggravated the dalance-of-payments bottlenecks, although
the capital goods sector also benefited from the high rate of investment reached
in 1960 and 1961. The dependence of the Argentine economy on imports of
intermediate products and equipment for industrial use was (and still is) &
definite impediment to both short-term and long-terwm policies. In the short term,
the meagures to revive industry stimulated imports of intermediate produots;
while the policies to promote uew investment resulted in pressures on the trade
balance arising from the import of capital goods. Consequently, investaent, as
an sutonomous expenditure was not an effective stimulus because a large part
of the multiplier effect was lost.




The aim during this period was tc complete import-substitution with respect
to consumer durables, (particularly automobile industry products) - a sector,
incidentally, giving rise to a demand for inputs which made it possible for a
supporting paris-and-components industry financed primarily by domestic capital
to flourish on a considerable scale. The development of basic industries such as
jron and steel, cellulose, petrochemicals and chemicals was also intensified,

one of the main instruments for this purpose being Decree No. 3113/64.

Although this policy tended to reduce the degree of dependence with regard
to the supply of other key goods for industry, the dependence on imports of
capital goods and raw materials increased, except in the automotive industry,
which was able to supply itself almost entirely from local production. As far
as raw materials were concerned, the nced to import continued to be a problem,

although the raw materials 1mported were less highly processed.

For example, an average of 47 per cent of the country's cellulosse require——
ments are at present being met by importis; of this, 94 per cent is of the
long-fibre type. At the same time, gelf-sufficiency has been achieved with regard
to paper, with the exception of newsprint, all of which ig imported, and special

pepers, for which 54 per cent of requirements are met by imports.

In the petrochemical industry, there is also a large proportion of imports,
particularly of cartain products. In 1960, imports covered 52 per cent of
apparent domestio demand for synthetic fibres and yarns, and although the
proportion had declined to 9 per cent by 1965, imports of the raw materisls,
e.g. caprolaciam, adiric acid and hexamethylenediamine, increased sharply over
the same period.

Thare was a similar trend in the iron and stcel industiry.

It can none the less be stated that effective substitution for import value
added took place.

From the regional point of view, promotion was primarily directed towards
the industrial utilization of raw materials in their areas of origin, and in

some cages towards the provieion of jobs for the labour force. Although these
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Table 9
cooew ... Qutput of Road-Making Vachinery
(in units)
Your Front- Loaders Motor Graders Excavstors Total
i
9 "o 43 oy 88
kel 367 491 " 929
e e 192 37 398
M

(*) Jemuary-Narch




Table 10

Production of Motor Vehicles

(in units)
Year Motor Cars Lorries, Buges, etc. Total |
1958 27,833 1 27,834
1959 32,115 837 32,952
1960 73,750 15,588 89,338
1961 129,982 23,206 - 136,188
1962 115,685 14,195 - 129,880 i
1963 96,457: 8,442 ' 104,899
1964 153,241 13,242 166,483
1965 177,701 16,835 194,536
1966 166,914 12,539 179,453
1967 163,138 12,160 175,318
1968 167,522 13,454 180,976
1969 200,056 18,53 218,590
1970 203,945 15,654 219,599
1971 236,424 17,216 253,640
1972 (*) 122,433 9,765 132,198

(*) January - June
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ble 11

Tractor Qutput

(10 nuits)
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