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1.1 Put crowtb bperlence of tbe Peruvlu SconoaJ 

Between 1970 and 1912. tbe Peruvlu econcmr er• at u average annual 

rate of 3 per cent. INrlD& tbls tlM •pu ecoaoalc &rowtla fluctuated 

conslderablJ. tbougb. Proa 1970 to 1975. GDP crew at u average unual rate 

of 4.6 per cent. wltb •lgalflcantlJ blgber grovtb rate• durlag tbe earlJ 

1970• wblcb levelled off la 1974 and 1975. After a rece••lonarr period froa 

1976 to 1971 (0.5 per cent annual growtb). tbe econOllJ grw at 2.4 per c•nt 

aannuallJ until 1912 <•ee Table• 1 and 2). 

It l• a videlJ beld vl•. •bared la fact bJ ualr•t• froa Yer, different 

econoaic "•cb0ol•"• tbat econoaic growtb between 1970 ud 1974 wa• 
accoapanled bJ or even led to growing internal di• .. ulllbrla la tbe Peruvlu 

econcmr. partlJ attributable to tbe latroductloa of poller ln•tru11ent• wbicb 

were not conducive to the initiatlon of aa aaton0110u•. •elf-•~!flclent growth 
1/ 

proceH.-

Government polici•• could not •ucceed in •tlaulating private lnvest.ent 

deaand in •pite of beaYJ sub1idi~ation of private capital for11&tion. 

In•tead. the •bare of private inve•t.ent declined bJ about 50 per cent after 

1961. •o that •ub•equent iave•t.ent• bardlJ covered replac ... nt r .. ulr ... nt• 

until 197•. over the lengtb of the period. tbi• aece••arilJ led to an 

over-aging of private capital equl,..nt and growing bottlenecks la a aUllber 

of production •ectors. OD tbe otber band, public invest.ent activiti•• were 

preda11lnantlr dedicated to project• ln selected •ector• wbicb bad been given 

loag-tena development prioritJ, i.e. oil, fi•bing indu•trr, aining, and ba•ic 

iadu•trie1 and the iaproveaent of infra•tructure. Tb••• projects vhicb bad 

long gestation period• were not able to aeet growing final deaaad directlJ. 

//'I l :::' 
/ /' /.,,, 

l' See for es .. ple: World lank (1981). (1913); UlfIDO/Vorld Bank (1911>; 
Angell and Thorp (1910); Cline (1911). 



Econ011ic ActiYitJ 1970 

Agriculture S!',374 
Miniaa 24,930 
Manuf acturina 87,238 

Pood proce••iag 31,394 
Textiles 12,518 
Wood i Wood product• 1,721 
Paper & Paper product• 3,806 
Cheaical product• 10,788 
Non-ainerala product• 2,922 
Baaic •tale 7,632 
Metal producr. 7,906 
Other .. nuf acturing 888 
Randicraf t induatry 7,663 

Utilitiea 2,234 
Conatructioa 10,455 
eo..rce 44,630 
Transport 17,635 

- Service• and otber 
activitie• j_/ 106, 100 

CDP 352,596 

TABLI 1 

GROSS DOMESTIC PRODUCT BY ECONOMIC ACTIVITY: 1970•1982 

(Million of •ole• at conatant 1973 price•) 

1973 1974 1975 1976 1977 197Ef 1979 

54,285 57,173 56,750 58,126 57,580 57,619 60,215 
26,924 27,927 25,243 26,762 32,909 36,033 39,324 
99,524 110,401 '114,959 119,566 114,469 U0,026 114,697 
25,604 31,427 31,231 33,062 29,747 28,536 29,935 
14,286 14,687 14,936 15,903 13,586 13,981 14,516 
2,265 2,340 2,542 2c723 2,413 2,276 2, 176 
4,881 5,304 5,075 5,242 4,858 4,369 3,947 

15,470 17 ,021 18,979 20,367 19,425 19,534 20,005 
4,080 4,416 4,616 4,86•7 4,460 4, 133 4,269 
8,347 8,424 7 ,714 8,302 13,210 13,213 15, 123 

13,802 15,463 17 '778 17,656 16,223 13,533 13,909 
1,180 1,204 1,367 1,306 1, 133 1,047 982 

9,609 10,115 10,721 10, 138 9,414 9,404 9,785 
3,007 3,287 3,54., 4,025 4,537 4,728 5,071 

13,854 16,655 17,009 17 ,021 15, 107 13,551 14, 170 
S4,80S 60,524 66,256 64, 151 61,605 60, 152 63,269 
21,748 24,232 26,453 28,064 28,347 28,773 30, 152 

118,439 121!734 1301862 1321272 137,184 1361588 1391041 
392,559 ~21,933 44_1,0_73 449,987 449,738 447_,4_7_0 465_J9_~9 

j/ Include• financial aervicea, education, health, public admini1tratlon and defen••· 
Source: World lank (1983), Annex - Table I.1. 

1210 1!81 1212 

56,855 62,952 64,290 
39,477 38,245 40,750 

121,275 121 ,031 '11,010 
29, 779 29,922 30,994 
14,312 13,239 12,557 
2, 122 1,973. 1,997 
4,737 4,854 4,228 

22,184 22,517 22,967 
4,645 4.766 4,511 

14,836 13,931 . tJ,762 N 

17,270 t7 ,823 15,257 ' 1,070 999 972 
10,320 10,537 10,758 
5,347 5,859 6, t87 

16,833 18,693 
"· 123 

67Q24 70,818 61,415 
32,443 34,216 34, 123. 

144 1572 1!:'1849 1531413 
4_83,826 502,663 504,451 

I 
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FIG. 1: GDP BY ECONOMIC SECTOR, 1970-1982 
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T A B L E 2 

ANNUAL GROWTH RATES (per cent) 

---
Year GDP Manufacturing .\gn. '.:u} ture 

1970-73 3.6 4.S W•Z.9 

1974 7.S 10.9 5.3 

1975 4.S 4.1 .. i).J7 

1976 2.0 4.0 l.4 

1977 -4.3 -0.09 

1978 o.s -3.9 ~.006 

1979 4.1 4.2 4.S 

1980 3.8 S.7 -5.4· 

1981. 3.9 0.02 10.7 

1982 0.4 -z.s 2.1 

1983 ··11.9 -17.Z -8.S 

Source: 1970-82: calailated fran Table 1 (based on 1~7! sol.::s). 
1983: Banco Cer.tral de la P.epC&blica. Nota ~:ia..'\al 9/1984, 

Jlarzo 1984, Cuadro 52 (baSed on 1979 s\:'i.es). 
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Within thi• frU1eWOrt of 1rowiaa labalanc••. the actuallJ achieved 

econoaic srowth wa• fuelled bJ lncrea•lag ezteraal ladebtedll••• and a srovlng 

public ••ctor deflclt. Tile •hare of th• 1overD11ent deflclt ln CDP ro•• froa 

2.2 per cent ln 1971 to 9.3 per cent ln 1975. 

!eglnnlag ln 1976. th• CoverD99nt sraduallJ •hlfted econnalc pollcJ. It 

started to re80Y• •a.e of the rigidlti•• at th• aicro-lev•l which v.re 

introduced into the policJ fraaewort in the earlJ 1970• and began to 

la,lt19ent a •tabilizatlon progr..... KeJ objective• of th• progr.... were a 

cutback of tbe public ••ctor deficit ai.a reduction• of real wages. However, 

until 1977, little was acbleved in tenu of cut• ln public ••ctor ezpenditure 

and tbe po•itive outcOlle of th• 1971-10 period turned out to be onlJ a 

tran1itor1 pbenoaenoa (Table 1). Tb• objective of wage reduction was 

achieved, with a decl!D• in real wages of 12 per cent annuallJ between 1975 

and 1979 in tbe wanufacturing ••ctor (Table 3). However, •inc• this 

adju1taent was accoapanied bJ a decline in labour prOductivitJ of around 9.2 

per cent, unit labour cost• declined onlJ ~ligbtlJ. Tb• cuaulatlve 

downswing, vitb productivitJ and public earnings declining nearlJ as fast as 

labour co1t1 and publlc ezpenditure, prevented tbe creation,~ favourable 

conditions for a 1ub1e~uent recoverf. In 1977, the econa.1 entered a 

two-rear recession, which was followed bJ a three-rear recov•rJ (which, 

however, In tbe third rear could onlJ be aaintained due to the recoverr of 

the agricultural ••ctor>. In 1912, overall econoaic growth caae to a h•lt 

again, and in 1913, the c,untrJ suffered its ao1t severe rece11ion in recent 

hl1tor1. It ls ••tlaated that GDP declined about 12 per cent within one 

rear. ~lthough tbl1 reflects in part the continuation of the rece11lon 

beginning in 1982, adverse cllaatlc effects are re1pon1lble for a large part 

of this outcoae (10De estlaates •ttrlbute five percentage points to patural 

dl1a1ter1). 

A1 will be argue~ later in tbi1 1U11Dar1 report, the econoalc depre11ioa 

vtlcb Peru entered at tbe beginning of lhe 19801, cannot, bovever, be 

esplained 1olel1 in tera1 of the negative iapact of natural di1a1ter1 or 

esternal 1boct1 resulting in deteriorating tera1 of trade. Tb• ~rogramne of 

economic llberallzatlon iapleaented in 1979/1980, which appropriatelJ aiaed 



T A B L E 3 

GROWTH OF PRODUCTIVITY, REAL WAGES AND RATES OF RETURN BY SECTOR 
t 

(Annual Percentage Rates ) 

1971 .;.. ·75 1975 - 79 1979 - et 2 

IUC Productivity Wag~• Rate of Productivity Wage• Rate of Produc tl v l t y w., •• 1t•t• of 
Return Return Ile tum 

31 • Food and beverage• 3.6 1.6 1.0 -10.3 -3.7 -18.2 -.3 4.2 1.7 

32. Textil•• and clothing 1.9 _,., 9,6 -1.1 -7.8 -12. 7 . -.6 4.Z 2.5 

33. W~od pl"oducu '.6 -1.5 1.5 -15.9 -13.5 -11. 3 -6. 1 4.2 2.1 

l4. Paper and printing 3.4 4.7 18.7 -15.0 • -13.9 -22.a 10.5 4.2 3.4 

35. Che•ieala 3.~ 1. 1 -3.3 -3.2 -13.2 -12.0 S.3 4.2 1 .I 

36. N~n-nietallic ~inerala 0.9 4.9 -11.4 -4.8 -9.4 -8.6 3.8 4.2 . 2.3 

·37. Basic mnetala -4.6 1.7 20.8 7.4 -17 .1 20.3 -3.5 4.2 

)8. Metal producta 4.7 3.9 8.5 -10.9 -13.1 -15.1 t2.4 4.2 
. 

39. Cithet 7.0 5.4 9.8 -15.3 -13.1 -18.1 6.9 ". 2 

All Manufacturing 2.9 2.6 8.7 -9.2 -12.0 2.2 4.2 4.2 

!I Annunl cumulative rates of arowth. 

!_I Th~ years 1980 and 1981 are estimated. 

11 F.stim~~ed by ~ssuming that nomin~\ va~es in each sector lncrea1ed the 1amo •• the tndlce de Suatdo1 y Satarlo1 
en 1~ lndustrla Mnnufncturera, D1recc1on General de Empleo. 

Source: World Dank (1983: Table UI-C.2). 

. - - ·-·-~:-

o.o 
4.9 

'·, 
1.5 

a-
I 
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at removing rigidities and di1tortion1 wblcb bad developed. ln tbe econOllJ and 

ln tbe econoalc poller fr..-work during tbe 19701. aade lb• econoaJ and 

e1peclallJ tbe aanufacturlng sector partlcularlJ wulnerable to tbe downswing 

lo tbe world ecODGmJ. Tbi1 l1. of course. ldentlcal to 1a1lng tbat tbe 

unforeeeeable development of tbe world econoa1 aade tbe llberallzatlon 

progr .... partlcularlJ dlfflcult to lapl ... nt. Io addition. a1 tbe progr..-e 

was centered on tbe r.-oval of dl1tortlon1 lo the foreign trade 1ector 

without a eiallar correction of internal rlgldltle1 and labalance1 0 tbe 

aanufacturing sector was not provided with 1ufflclent flexlbllltJ and 

cap~bi:ltJ to graduallJ adjust to the changing set of econoalc paraaeter1. 

1.2. 

1.2.1 

Peru•1 Development lxperlence lo International Perspective 

Structural Cbange and Grovtb of the lconOllJ 

During the 1970s. econoai~ development lo Peru was characterized bJ a 

pattern of structural tran1foraation which proceeded relativelJ 1lowlJ. but 

along tbe lines which are generallJ a11ociated with ri1lng GDP. the share of 

agriculture ln GDP fell from 16.8 per cert ln 1970 to 11.8 per ~•nt lo 1980. 

whereas the •bare of aanufacturing rose 1llghtlJ frOll 24.7 per rent to 25.1 

per cent (Table 4). 

A closer look at tbe period reveals. however. that parallel to the 

lev~lllng off of econoalc growth at the aiddle of the· decade the "noraal" 

pattern of structural change caae to a Dalt. too. Tbe 1bare of agriculture 

lo GDP becaae stagnant at 1oaevbat le11 than 13 per cent afl~r 1975. FrOll a 

aa1i•ua of 26.6 per cent la 1976. the 1bare of aanufacturlnt was reduced to 

24.6 per cent lo 1978. a1 lt was particu1arlJ hard hit bJ tbe 1977/1978 

rece11lon. In llne with tbe overall development of tbe ecoDOllJ aanufacturlng 

resumed grovtb in 1979 and became a "leading" sector ln 1980, resulting again 

in an increase of lt1 share ln GDP to 25.1 per cent. However, whereas total 

GDP continued to grow ln 1981, due to an exceptionallJ good performance of 

tbe agricultural sector, aanufacturing production •t~gnated. In 1982 and 

1983, ~anufactu~ing va1 partlcularlJ 1everelJ affecte~ bJ ~be economic 

cri1i1, experiencing negative grovtb rates of -2.S per r.ent and -17.2 per 



T A B L E 4 

STRUCTURE OF GROSS DOMESTIC PRODUCT BY ECONOMIC ACTIVITY, 1970-1982 

(Percentages) 

conomic Activity 1970 1973 1974 1975 1976 1977 1978 1979 1980 "" 1982 . 

gric~a l tu-re 16.8 13.8 13.6 12.9 12.9 12.8 12.9 ,2.9 " .. . 12.5 12.1· 

ining 7.1 6.9 6.6 5.7 S.9 7.3 8.1 8.4 8.2 7 .6. a.' . 
anuf~cturing 24.7 25.4 26.2 26.1 26.6 25.4 24.6 24.6 25.1 24 .1 23.4 

Food processing 8.9 6.3 7.4 7 .1 7.3 6.6 6.4 6.4 6.2 6.0 6.' 
Textiles 3 6 3.6 l.5 3.4 3.S l.O 2.1 3.1 3.0 2.6 2.5 
Wood and wood product• 0.5 0.6 0.6 0.6 0.6 0.5 o.s o.s 0.4 0.4 0.4 
Paper and paper product• 1 • 1 1. 2 1.3 1.2 1.2 '. 1 1.0 o.a 1.0 t.O 0.1 
Chemical products 3.1 3.9 4.0 4.3 4.5 4.3 4.4 4.3 4.6 4.5 4.6 
Non-mineral product• 0.8 1.0 1.0 1.0 1 • 1 '.o: 0,9 0.9 1.0 0.9 o.t 
B:isic metals 2.2 2 .1 2.0 1. 7 1.8 2.9 3.0 3.2 3.1 2.8 2.7 I 

Metal rt'oducta 2.2 3.5 3.7 4.0 3.9· 3.6 3.0 3.0 3.6 3.5 3.0 00 

Other manufact•J-ring 0.2 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.2 
Handicraft induatry 2.2 2.4 2.4 2.4 2.3 2. 1 2.1 2.1 2.' 2 .1 2.1 

I 

tilitiea 0.6 0.8 0.8 0,8 0.9 1 .o 1. 1. '.1 '.' 1.2 1.2 

onstruction 3.0 3.5 3,9· 3.9 3.4 3.4 3.0 3.0 3.5 •3,7 3.1 

OlllllO L"Ce 12.6 14.0 14.3 15.0 14.3 13. 7 13.4 13.6 13.9 14 .1 13.6 

r~nsport s.o s.s S.7 6.0 6.2 6.3 6.4 6.5 6.7 6.e 6.1 

ervices and other 
activities 30.1 30.2 ~ 29.7 29.4 30.5 30.5 29.8 29.9 30.~ 30.4 - - - - - - - -

DP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

·Otarco: World Bank (1983), Annex Table 1-2. 
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cent re1pectlYelJ. A.a a result, •l~c• 1911 tbe Peruwlan econOIRJ ezperlenced 

a hreversed" pattern of atructural change, characterized bJ a rlalng abare 

of agriculture and a falllDg abare of aanufacturlDl ln CDP. 

In an lnternatlonal perspective. at the beginning of the 1980• Peru bad a 

relativelJ blgb share of lndustrJ la CDP, vblch in fact va1 even greater la 

Peru than la the 80St advanced nevlJ lndu1trlallzlng countrle1. 

le1tr~cturlng the ~oaparlson to aanufacturlng alone, Peru•• •hare ln CDP of 

24 per cent ln 1910 was above the average of th• group of alddl• lncOIDe 

countries (17.6 per cent). It was larger than th• share of aanufacturing ln 

Wezlco•s GDP (23.5 per cent) and c ... clo•• to th• reapectl~• abares of 

countries as Argentina (26 per cent) and Brazil (28 per cent). These data 

~&•• to put Pe~u in llne vitb some of the 80St advanced developing 

countries. Bov~ver. ln viav of the trends of atructural tran1foraation 

outlined above tbeJ should not be ai1taten to indicate a 1iallarlJ 

aatlsfactorr development ezperience. 

Thia i1 corrobarated bJ the figures given in Tables 5 and 6 0 vblch 

indicate that the econoeic perforaance of Peru relative to other Latin 

American countries deteriorated in the second half of the 1970s, and vblch 

support the arguaent that it were the particul•~ characteristics of the 

growth process until 1975, vbich led to this deterioration. In fac~. Peru's 

G'P per capita, vbich had accounted for 91 per cent of the regtonal average 

in 1970, bad dropped in relative terms to 85 per cent in 1975 and to 71.5 per 

cent in 1981. SiallarlJ, aanufacturing value added per capita ezpressed as a 

share of the regional average declined from 90.5 per cent in 1970 to 84 per 

cent in 1975 and to 70.5 per cer~ in 1981. 
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T A B L E 5 

INTERNATIONAL COMPARISONS OF ECONOMIC PERFORMANCE 

(at 1975 prir.es) 

Measure tear of Peru Latin Develot'inp 
Period America countri.e! 

Total 

GDP per capita (US $) 1963 792 802 324 
1970 911 1005 409 
1975 1004 1178 478 
1981 959 1341 533 

MVA per capita (US $) 1963 170 172 48 
1970 218 241 68 
1975 250 297 85 
1981 234 332 101 

Total exports/GDP (percent) 1963 21.34 19.26 23.52 
1970 18.74 18.07 26.59 
1975 10.84 12.99 23.44 
1981 12.19 13.89 23.30 

--
Total imports/CDP (percent) 1963 16.95 13.43 16.61 

1970 18.01 14.59 17.80 
1975 19.49 15.80 22.40 
1981 19:77 16.47 26.68 

Cross capital for.?iation 1963 124 144 53 

per capita (US $) 1970 115 214 78 
197~ 197 292 116 
19:$1 160 326 137 

Source.: Statistics and Survey Unit, ·uNIDO. Based on data s~pplied by the UN 
Statistical Office, with estimates by the lr.'JIDO Secretariat. 
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Structural Change of tbe •anuf acturlng Secto1 

During tbe 19701, th• •tructure of Peru•• aanufacturlng •ector changed 

•lgnlflcantlJ (Table 7). Th• •bare of non-durable con1u.er good1 0 wblcb bad 

a ~counted for 41.5 per cent of aanufacturlng value added ln lt73, fell to 

42.5 per cent ln 1982. On tbe other band, tbe 1bare of lnter98dlate ~ood1 

lncrea1ed froa 35.5 per cent ln 1973 to 44.1 per ~ent ln 1912, wberea1 the 

1hare of eapltal good• fell froa 16 per cent to 13.4 per cent. 

The 1ignlfcant expan1loo of intermediate goods indu1trie1 throug~out the 

1970• largelJ reflect• the expan1lon of the proce11ing of non-ferrous metal• 

and of the branches pL·n,.uclng industrial and other cheaicab. Both branches 

use bighlJ capital-iatea1ive technologies to process the countrJ"• natural 

resource1. Their d1aamic development in the course of the 1970s was prOllOted 

bJ the industrial policy pursued bJ the Gover1111ent 0 which granted priorltJ 

1tatus to basic ind~stries. 

On the other band. both "traditional" labour-intensive bran~bes producing 

for the ba1ic needs of the population C'uch as textiles and clothing. 

footwear and furniture) and strategic branches with long-tera gr.ovtb 

prospe:ts in the development process (engineering industries) 1hoved lltlle 

dynamisa or eve~ lost ground. 

De1pite of the1e aggregate patterns of structural change. ln tenu of 

individual sectors, food products continued to be the largest single 

contributor to aanufacturing value added la 1982, followed clo1elJ bJ 

non-ferrous aetals, textiles and beverages. 

The pattern of structural traasforaation which vas characteri1tic 

for the 1970s came to a balt and vas even reversed during the decline of 

economic activitJ in 1982 and 1983. I~dividu•l 1ectors and branc~es ~ere 

affected by the crilh to a different degree C:.ablt: 8). .&part from the 

production of fi1h ae&l, which suf!ered from a lack of inputs, the 11<>st 

1eriou1lJ affected sector was metal products and machinerJ. Production in 
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TABLE 6 

COMPARATIVE GROWTH RATES BY ECONOMIC SECTOR 

(At 1975 Prices) 

:Seccor• Period Peru Latin Developing 
America c¥untr1e1 Ota 

qriculture 1963-1970 3.74 3.01 2.37 
1970-1981 0.30 3.74 2.74 
1975-19~1 0.99 3.71 2.63 

I I 
Mining I quarrying 1963-1970 3.42 3.53 9.61 

1970-1981 4.66 -0.84 0.88 
1975-1981 7.M 3.18 · -1 .54 

Manufacturing 1963-1970 6.15 7.45 7.37 
- 1970-1981 2.90 S.81 6.S2. 

1975-1981 0.99 4.81 5.75 

Utilities 1963-1970 7.24 9.72 9.34 
1970-1981 9.09 9.10 9.41 

' 
1975-1981 7.8S 9.00 9.25 

Construction 1963-1970 0.77 6.51 5.99 
1970-1981 3.46 6.,6 7.96 
1975-1981 0.31 . 5.42 5.68 

Services 1963-1970 4.28 6.17 5.93 
1970-1981 3 .• 69 S.95 6.63 
1975-1981 1.80 5.29 5.87 

Crovth of ;np 1963-1970 1.58 3.03 3. 13 
per capita (%) 1970-1981 0.33 2.75 2.67 

1970-1975 1.88 3.48 J.34 
1975-1981 -0.92 2.39 1.94 

-
Growtii of MVA 19b3-J970 3.22 4.58 4 ,71 
per cayita (%) 1970-1981 0.16 3.17 ~.96 

1970-1975 2.78 4.69 4.81 
1975-1981 _,. 72 2.23 3.23 

Source: St~tistics and Survey Unit, UNIDO. 
Bas~d on data supplied by the UN Statistical Office, vith estimates by the 
ONILO Secretariat. 

I 

l 



TABLE 7 COMPOSITION OF MANUFACTURINO VALUE ADDED (AT 1979,,Rlet:S).1973-1982 
( PE RCENTAOE S ) 

PERU 

·-----------------------------------------------------------------------------------------------------------------~--------------· 09ser ,Dt 1on (IS IC) 1973 1974 1979 1978 1977 1978 1979 1980 1981 1ff2 -------------------------------------- -------- -------- -------- -------- -------- -------- --·----- -------- -~------ --------
TOTAL "llANUJ=ACTUl\IN0(300) 100.0 100.0 ~oo.o 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
FOOd oroducts(311) 16.6 16.4 15.7 14.8 15.8 16.7 16.6 18.4 16.2 15.5 
eeverages(313) 7.9 8.9 9.~ 9.9 9.3 8.5 8.9 8.9 9.2 10.4 
Tobacco(314) 2.1 2.2 2.1 2.0 2.1 2.0 2.1 2.1 2.3 2.5 
TeKt11es(321) 12.0 11.2 10.8 11.1 10.0 11.5 11.7 10.0 10.4 10.7 
Wear1ng aooarel,exceot ~ootwear(322) 2.8 2.8 2.7 2.4 2.2 1.8 1.6 1.5 1.1 o.o 
Leather oroducts(323) 0.8 0.7 0.8 0.8 0.6 0.6 0.6 0.6 0.6 0.0 
Foctw3ar,eKceot rubber or olast1c(324) 1.1 1.e 1.6 1.9 1.2 1.2 1.1 1,1 1.0 0.9 
WOOd oroducts,e•C9Dt furn1ture(33f) 1.6 1.5 1.4 2.0 1.9 1.9 1.8 t.5 1.5 o.o 
Furn1ture,except "'9t81(332) 1.1 1.1 1.3 0.8 0.7 0.6 0.5 0.6 0.5 0.0 
Paoer and oroducts(341) I 3.0 3.!S 2.7 2.9 3.1 2.8 2.5 2.e 2.7 2.2 
Pr1nt1ng and oub11sh1ng(342) 2.9 2.7 2.4 2.3 1.9 1.8 1.4 1.4 1.8 2.0 
Industrtal chem1eals(35f) 3.5 3.7 3.9 4.1 4.7 5.1 5.1 4.9 !S.1 6.1 

-·other chem1ca1s(352) 5.8 s.e e.4 1.0 e.3 8.4 5.6 e.2 e.e 1.e 
Petroleumref1ner,es(353) 3.1 3.1 3.1 3.0 3.1 3.1 3.!5 3.3 3.4 3.9 
M,sc. oetroleum and coal oroducts(3!54) o.o o.o o.o o.o o.o o.o o.o o.o o.o 0.1 
Rubber products(355) 1.5 1.4 1.!5 1.8 1.5 1.4 t.4 1.6 L6 1.7 
Pl~st1c oroducts(356) 2.3 2.4 2.5 2.3 2.2 2.0 2.2 2.2 2.!5 2.8 
Pottery,ch,na,earthenware(381~ 0.4 0.4 0.4 0.5 0.5 0.4 0.4 0.4 0.5 0.!5 
Glass and oroducts(362) 1.0 0.9 1.0 1.1 1.0 0.8 0.9 0.9 0.9 1.1 
Other non-"""'ta111c m1nera1 orod.(389) 2.6 2.9 2.8 2.7 2.5 2.5 2.4 2.5 2.6 2.5 
Iron and stPel(S71) 2.4 2.7 2.6 2.1 2.5 2.8 2.8 2.9 2.7 2.4 
Non-rerrous metals(372) 7.8 7.2 6.4 7.0 10.9 12.7 14.2 12.1 11.9 13.7 
rabr1cated metal orciducts(381) 4.2 4.2 4.2 3.8 3.8 3.6 3.3 3.6 3.4 3.5 
Mach,nery,eKcept electr1ca1(3~2) 2.7 3.0 3.6 3.5 3.6 3.0 3.2 3.4 3.9 3.3 
Mach1nery "lectr,c(383) 3.6 4.1 4.7 4.4 4,4 4.0 3.!5 3.7 4,4 3.9 
Transoort eQU,riment(384) 5.2 4.4 5.0 4.8 3.2 1.8 1.9 2.7 2.9 2.7 
Professional & sc1ent1f1c eQU1£Jl"l.(385) 0.3 o.3 o.3 0.4 0.3 0.3 0.3 0.3 0.4 o.o 
Other ma~ufactured products(390) 1.0 0.7 0.7 0.6 0.6 0.5 0.4 0.4 0.3 0.0 -------------------------------------- -------- -------- -------- -------- -------- -------- -------- -------- -------- --------1 TOTAL MANUFACTURING tN MILLIONS US t ~124 3373 3583 3724 3812 3!503, 3885 4CM2 3904 3!32 
--------------------------------------------------------------------------------------------------------------------------------

Source: Stat1st1CI and Survey Un1!i UNIOO.Based on data SUDP11ed by the UN Stat,st1ca1 Orr•ce, 
•'th est1mates by the UNlou Secretar1at. 

Mote: TOTAL MANUFACTURING 1s the sum of the ava,1ab1e COlf'C)Onents 
and d~s not necessar11y correspond to ISIC 300 total. 

... -



FIG. 2: MANUFACTURING VALUE ADDED BY END USE, 1973-1982 
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TABLE 8 VOLUME INDICES OF MANUFACTURING PRODUCTION: 1981, 1982 AND 1983 (BASE: 1973 = 100.0) 

leieti•• •1rl1tleft tnteti .... ,, .... ,,.,, .. 
volu919 Ind•• •t pro4-ccion 

accu..ulace• (J~nu1r7 • Octo•er) (I) 1ec'\i9!ll1t1• '"'"''' fl1Wr•• (I) 

1ndu1troal 1eccar1 •n• •ranch•• nn!I nu!/ 
(J1nu1r7 • Dec...,er~ 

1911 lt112/ll 1913/12 ,,,, 1917!/ ltlJ!/ lHZ/ll 191>/H 

l".1nu he t u'fi"E coca l, 122.0 \20.1 .... -1.1 -n.3 MH U0.3 .... .,,0 -n.1 
~·~u!t~t·•~'"': l11Tl 

m-:;; nr.l" 'JJ.1 -1.z ':\T.'J . ~ TI:l :r.r =rr:t 

llX r•·-!t,.,~ ITLl HB,3 ~ lf3 ':68.0 m:! u2.s i2.i' 14.'T =tt:"i' 

Tl r.::~ b~\·~rau1 and co'bacco iTCT llZ.I& l'iiT:O :z.l' . ., .. Ti9.1' Ti4:4 106.T -:a -:r.J 

- )11-ll fo~~ ffOduCCI 9r:7 9T.:T 7W -:t.1 -n:i' 101. l tr:! Ir:!. -4 .s -Tr.T 

3•> a-1,,erace• 1)8,2 lllo ·' 
1)4.0 -1.1 -o.4 10.S llS.1 "'·' 

.,,, 2.s 

ll4 Tobacco lll .S Ul,I HI.I '·' •llo .4 U1.S Ut.7 122 .1 1.6 -12.1 

B. T1xtile1 1 c\othln1 an• tho•• 96.3 91.2 79.1 -4.> •U,4 96.1 93, I Ii .4 -J.1 -n.• 
)11 ''.:'••l 1 l•• 1011.7 104,6 'fi7i -l.i ':'rr:i 101':i 105.i' ir:i :z:o :rr:o 
llC. f.101~••r, except ru•b•r er plaatle 10.1 '6.1 41.t •H.t -26. l "·' 

,.,, "1.1 •10,, •19,, 

]C. r:rn. rriMirft mnd pub\hhlna 90.2 79.7 1n.s -11.1 -11.s to.• 77.1 .... -1•.1 . .,,, 
- tlo:i' rr.z Tr:9 •24.5 •ll,6 l i"i':'4 n:T ro.l -n.i ':.tr:1' 

) .. l .?~~~r ~~d pro~uctl 

3:.1 rrintin& and fubli1hln1 11.0 "·' "·' o.• -10.2 "·' n.1 64. l .... , -u.4 . 
146.7 uo.2 121.1 2.4 •U.4 ,, C'~"""ic1h 

141. l JU' 1 JU,2 1.1 -11.1 

-- ) ;, \ ln~ustrial chc•lcala HI0,7 m7i' TIT.O 10':'2 ':il.r 'tiLl m:t TlT.l r.r :rr.J .... 
H? Ott.er cl\e•icah llo0,2 140.'o 109,0 -0.1 -n.1 Ul,7 l)f,S 107,1 o.• -n.1 Vt 

!H rctro\cu• r•(ineri•• 1311.6 1311.4 1]4,4 o.o -],0 llll,I 137.t 129. l -o.• -6.4 

)~) l.u"ber p:oJuct 1 121.6 120.I 10\.2 •6.l ·16.2 129.I 116.1 "·' -10.0 -u.1· 

)Sf> Plutic producll 136,] 140,] 104.t 2.t -n.2 U6.S 1]6.2 "·' -0.1 -21.0 

)6 th"·-ul \ ic "'l11.:uh 127 .S i2l .4 10].9 -3.2 -u.1 ·u1.t lU,J "·" ., .. -n.• 
- !ol rotl•fy, ,hi"ni, ••rth•nvar• T:i8.T no.Y m;:r -'iT.'O -:v m-:;: nT.T 12'9.'i ~:T -:r:J 

)~? Cl•c• anJ product• \l),6 1)6.S 1011.0 20.2 •70.t 117,I 13'.0 106,0 14 •• -u.s 

)"' Oth~r 11on-~tL1\lic al111r1l producca 130,] 119.6 100.l -1.2 -16.l Ut.7 117. 7 94.7 .,,, •H,, 

. ,, l'HiC •.• 1!~ll 173. l l76.S lS'>.1 :!.O .,,, 117.2 17S. l Ut,J •l .2 ..... 
- -rn--ir;:;r."'and 1tHl 'Ti.J.T Trr:T TI0-:1' -1r:o -rr.r 'r'4a' T1T.t Too.T -Tr.'f -1T.1' 

]}2 ~011•fetrou1 ratal1 ll~ ,.; '"·' 116,) '·' -t.l no.1 "'·' 119.4 J.I -1.4 
... :-

ll ;-icul !:-nJucu and •uhlnt'l'z l\6.0 J..1'3 .6 61.I -10.1 •34,6 111.4 102.4 .,,, ·"·' -n.o 
~bl r~~r,cat.:d ~t•l product• 10CT lOT:O' '1:7;' -=o.r :rr.r TOo:1' 9T.T tr.T -:a ~ 
)S2 ~:.1.:hinery. "'•.:e"t elecnical 112.0 Ul,I l ll.4 -2'. l -u.o 1'1S .1 nt.• lOl.t -2•.2 •lt,I 

~n Machinery al~cc~ic 148. 7 us.o 74.7 -u.t -u .2 Ul. l 122.7 70.6 -u.t •\2.S 

)S:. T:an,porc •quir-•n~ 60.7 61.2 29.lo U,4 "·' ·.,,,. 61.I 21.2 ••• . .... 
-

11 Pftli•i~ary ri1ur11 
21 E1ci~.1t•• er th• •~11ur1ccurtn1 lnd•• on cha b11l1 of 1 1u~·•••pla •I 

lf\t;teJ i~~u1cri•• ,, 1uiiiue1 llaud on proJu.:llon lndle11 u11tU October 

~~· ti;nlli~" of Ino!u1uy, T•urh• and 1nu1ratl111. 



- 16 -

thl• branch va• •6.3 per cent lover ln 1983 co.pared to 1981 and within th• 

••ctor, tran5port equip119nt C-57.1 p.r cent) and electrical aacbin•rJ C-53.9 

per cent) were e•peclallJ bard bit. On th• otb•r eztr ... , agro-ba•ed 

(beverage• and tobacco), t~aditlonal labour-lnten1lve Cteztll••> and natural 

re•ource-ba•ed Clndu•trlal cbealcal•, petroleum reflnerles, non-ferrou• 

99tal•> activities regl•tered aaaller reduction• than the average for total 

aanufacturinG. 

Another laportant ln~icator of the struc~~ral changes ln indu•trJ l• the 

lncrea•• ln noo--traditlonal ezports (JITI). StartlLg froa a relatlvelJ low 

ba•e, llTI lncrea•ed rapldlJ between 1972 and 1974 <•ee Table 9) and accounted 

for around 10 per cent of total ezports in 197•. However, llTI plaJed an 

lncrea•inglJ laportant role after the aid-1970'•, and bJ 1980 their •hare l~ 

total ezport• bad increased to 21 per cent. Pishaeal, teztlles, 

aetal--11ecbanics, chemicals and steel and iron cn~stituted the aajor 

non-traditional ezport c011110dities. 

The increase ln ezports for aost of tbe•e goods after 1975 could partlJ 

compensate for a decline ln •ales on the internal aarket. A• a result the 

•bare of ezports ln gross output of those •ectors increased during the second 

half of the 70'• with particularlJ high values for textiles. Since 1980, llTI 

have taken a turn downward notwithstanding a tesporarJ increase lo 1982. 

Thus, the declino in industrial output during the la•t three fears bas been 

due to a decrease lo sales on the national a• well as the international 

aarket. 

In an international comparative perspective, the development and 

•tructural composition of Peru's aanufacturing sector can be evaluated using 

coefficients of the Relative Degree of Industrialization bJ industrial branch 

(Table 10). The coefficients compare the value added of a branch in Peru to 

the bJpothetlcal value added cf this branch lo a tJplcal developing countrJ, 

which would bave the •aae CDP per capita, population size and degree of 

industrialization as Peru. For the 1975-1980 period, the results indicate 

that compared to developing countries with a siailar per capita incOlle and 

market size, Peru bas a notablJ well developed manufacturing sectors. In 

tenns of structural composition, tbe production of beverages and particularlJ 



T A B L E 9 

NON-TRADITIONAL EXPORTS (Millions of US $) 

lltott I 

ANNUAL FOOD- FISH- TEX"." METAL ST!!L 

YEAR NTX % CHANCE STUFF MEAi. TILES MECHANICS CHEMICALS PRODUCTS lt!ST* 

\970 34.2 - 7.8 7.0 1.3 1.2 6.3 3.1 7.4 

\971 )0.6 -10.5 7.5 8.4 1. 1 0.9 4.2 2.3 6.3 

1972 5' .6 68.6 tO. t 10.1 5.6 1.3 8 .1 7.8 1.0 

1973 113.0 119.0 25·.2 19.4 16.4 4 .1 13.0 . 22.7 13.2 

1974 154.3 36.5 20.9 22.0 27.4 10.7 ~5.4 43.4 14.3 

1975 107.5 -30.3 13.1 19.2 13.2 16.6 '' .1 
26.5 7.5 

1976 136.7 27.2 16.6· 27.2 30.9 18.4 15.5 14.2 13.I ... 
1977 237.9 74.0 26 .1 42.3 62.5 41.8 24.7 18.7 2' .9 

....., 

. 
1978 343.S 44.4 39.3 62.3 102.6 35.7 45.1 l4 .o 24.3 

1979 724.7 110.0 i6.1 119.6 \78.8 65.5 107.8 75.0 102.1 

1980 831.6 14.8 70.4 119.2 230.S 55.2 140.S 80.0 135.9 

1981 693.0 -17. 7 60.0 106.0 231.0 58.0 80.0 lt8.0 110.0 

1982 762.0 70.0 10.0 98.0 281.0 .so.o 65.0 71.0 127.0 

1983 555.0 -27.2 56.0 80.0 186.0 ltl.O 45,0 55.0 90.0 

* inclutloa wood and paper, le:ither products, arteaanry, jewelry, gold, lllver, non-aieulic mlnerah. 

Sourcos: 1970-80: Schydlowsky (1983:8). 
1981: Paru Export~, No. 95 (Die, 82-En. 83) p.6. 



TABLf. 10 Rf.LATIVE DEGRf.E or INDUSTRIALIZATION BY INDUSTRIAL BRANCH (1975 - 1980) 

Branch (151C) 

Food products \311/2) 
Beverages (313 
Tobacco (314) 
Teict,\es (321) 
woar,no aooarel (322) 
Leather and rur products (323) 
Footwear (324) 
Wood and cork products (331) 
Furn,ture,f1Ktures eKc1.rneta1 (332) 
Peoer ( 3" \ ) 
Pr\nt,no and pub11sh1ng (342) 
Industr\a\ chemtcals (351) 
Other chem1ca\s (352) 
Petroleum rertnertes (353) 
MISC. products ot oetroleum and coal (394) 
Ruooer products (355) 
Plastlc oroductl (356) 
rotteryi ch\na, earthenware (381) 
Glass (~62) · 
Oth•r non-metal1.m,hera1 prods. (3~0) 
Iron and steel (371~ 
Non rerrou1 motals 372) 
t.teta l products (381 
~-e\ectr\cal mach\nerv \382) 
E\ectr\ca\ mach\nery l3D3 
Transport eQutoment (384) 
Pror .• sctent\f\c eau\prient (38!) 
Other manufactures (390) 

Total manuractur1ng (300) 

JI Small co:Jntr1es w1th modest resources. 

All 
countr•e• 

1. 19 
2.86' 
1. 19 
\. "6 
0.84 
1. 08 
1. 58 
0.94 
0.71 
1. 50 
0.96 
, • 54 
1. 76 
1. 4110 
0.10• 
1. 13 
2. 1s• 
1.34 
1. 73 
0.81 
0.94 

13.07•• 
0.93 
1. 24 
, • 11 
0.83 
o. 73 
0.4118 

1.27 

Deveiootno 
countr••• 

1.0S 
2.77• 
1. 05 
1.66 
0.86 
1. 24 
2. 16 
1., 0 
0.98 
1. 2G 
0.02 
1.55 
,, 09 
o.74 
o. 16• 
o.88 
1.43 
1.58 
1.58 
0.68 
0.90 

10.52• 
0.9C 
1. 33 
0.97 
0.67 
0.93 
0.62 

1.38 

bl ~orreapond,no group average pattern cou1d not be •oent•r•ec:1. 

C~arabl• 
country 
group al 

o.1a 
2.23• 
1.31 
1.61 
1. 38 
1. 70 
2.28 
1.80 
1. 04 
0.09 o.oo 
1.54 
0.96 
1. .,, 
2.07 
0.46 
0.90 

,,s~ 
o.so 
O.OG 

12.53' 
0.59 
1. 10 
0.41 • 
0.63 
1.20 
0.61 

'.42• 

.... 
OD 

~J 



. FIG.3: ANNUAL RATES OF GROWTH OF GDP AND MVA, 1960-1984 
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noa-cerrous .. tals ls •lgnlflcantlJ more developed la Peru than incomparable 

countries, vberea1 tbe size of lb• ele~trlcal aacbln•rJ sector ls lagging 

beblnd tlgnlflcantlJ. 

Apart f rot1 these three branches all other urancbes la Peru correspond 

largelJ to the average developaent pattern of coaparable cou~trles. Thus, lt 

does not lollov froa this international coaparlson, that ln •trial policJ 

bad an exceptionallJ distorting effect on the coaposltion of lb• 

aanufacturlns tector. However, the dlfflcultles involved ln applJlng 

lnternatlonal cross-section data to one lndivldual case should be kept lo 

aind. Therefore, although lt bolds true that a new lndu1trlal pollcJ would 

not prlaarllJ have to addr~•s fund.-ental changes ln the allocation of 

resources between broad lndu1trlal branches, soae laportant sectoral 

adjustaents still reaain to be undertaken (e.g. ln the footwear lndustrJ, 

vhlcb vlll be discussed below as in the automobile lndustrJ discussed at 

length ln the World Bank report (1981), which cannot be identified bJ thla 

approach). In principal, however, future industrial policJ should focus on 

an laprovement in the utilization of resources vithln the individual branches 

tbroug'1 appropriate restructuring efforts at the branch level and 

ia,ro~ements lo the set of parameters faced bJ all branches alike. 

Particular attention, however, aight need to be given to the electrical 

aachinerJ tubsector, whose development notablJ lagged behind in the second 

half of the 1970's. This result supports the special attention given to this 

1ub1ector ln subsequent p•rts of this report. 

1.3 SumnarJ and Conclusions 

De•pite an average annual growth rate of GDP of 3 per cent between 1970 

and 1982, the performance of the Peruvian economy during this period cannot 

be considered satlsfartorJ for various reasons. 

FirstlJ, increasing growth rates lo the first half of the 1970's were 

accompanied bJ growing aacro- and aicro-economic labalances as well as a 

change of policy parameters which seems to have adverselJ affected economic 

growth. These constraints to economic growth were not attacked vigorouslJ 

during the 1976/1978 recession, but favourable international conditions 
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accoapanled bJ an lacrea1e of ezport lacet.tlwe1 1up.,orted tbe resuaptloa of 

econoalc growtb la tbe two followlag rears. 

SecondlJ. tbrougbout tbe 1970s tb• perforaance of tbe Peruvian econoaJ 

lagged increasingly behind that of other countries la the region. laiicatlng 

that the less dynaalc perforaance of Peru•a econoeJ cannot be attributed to 

adverse external conditions alone. 

Tbe econoaic recoverJ vblcb Peru ezperienced at the end of tbe decade 

c ... to a ball since the beginning of tbe 1980s. when atteapts to correct 

1oae of tbe labalances accuaulated la tbe paat were fruatrated by 

deteriorating external condltion1 as well at by lncon1l1tencles and 

lnaufflclencle• ln tbe refora atteapt itself. 

On the otber band, comparing the structural development of Peru•1 

aanufactu~ing sector to the experience of devgloping counlrles at a siailar 

stage of development reveals that the development of the sector in tbe 19/0s 

did not result ln an exceptlonallJ distorted structure at the branch level. 

Therefore. the aediua-tera chances for success appear to be quite promising 

for a new industrial policy aiaing at a restructuring vithln the existing 

lndust~ial branches and a removal of grovtb-reducing factors froe tbe policJ 

framework. A cautiously optlal1t\c outlook seems also justified lo view of 

Peru•1 rich endowment with natural resources and lts relatively stilled 

labour force. 

An integral part of a conceptionally consistent and politically 

aanageable reformulation of tbe industrial policy framework should be an 

industrial policJ package which allows a restructured industrJ to grow 

steadilJ along a lasting and predictable set of politicallJ guaranteed 

rules. In the following chapter some industrial policy options based on 

these principles will be outlined. 
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II. IIJDUS~RI.AL POLICIES 

2.1 Tb• Crae for a ••v Industrial Poller 

2.1.1 l11enllal Prerequi1lte1 of Indu1trial PollcJ 

Tbe ta1t of lnduatrlal pollcJ la to provide a con1l1tent fraaevort of 

rules and lncentlve1 ~bat la conducive to lasting lnduatrlal grovtb. Such a 

general set of policies vblcb la aiaed at the e1tabll1bllent of favourable 

~onditlon1 for grovth for tbe industrial sector a1 a vbole needs to be 

supplemented bJ sector-specific policies prOllOtlng grovtb and structural 

change ln selected industrial branches. Tbe conceptualization of such an 

industrial policJ set require• the identification of prevailing constraints 

to indu1trial grovtb and solutions to overcome them as well as the 

identification of teJ industrial sub-sectors with particular growth prospects. 

Industrial policJ cannot be understood and designed, however. in 

isolation froa tbe aocio-economic features characterizing the countrJ'S 

economic and political realitJ. It is thus indispensable to begin a 

discu11ion of industrial policJ vitb an identif!cation of SOiie t~J stru~tural 

linkages and liaiting factors tbat have to be taken into account and 

addres1ed vitb appropriate policJ aeasures. Such teJ issues can be brieflJ 

listed as follows: 

rirstlJ, tbe teJ structural lint in the economic development process is 

between agriculture and industry. DJnaaic industrialization can onlJ be 

aaintained together with a growth of tbe agricultural sector (except for very 

special ca1es, e.g. Singapore), because sooner or later insufficient 

agricultural grovth will generate negative impacts on industrial growth. 

SecondlJ, in a aartet-oriented economy individual economic agents decide 

on the direction and quantitJ of invest.aent and production on the basis of 

available data on present relative pric~s. profitabilitJ and demand, and on 

assessment of their expecte~ futu~e development. Although future events 

obviously cannot be fully predicted, the government's role is to contribute to 
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a reduction of that ancertalntJ bJ pro•ldlng a con1lstent f&Dd la1tlng set of 

pollcl•• vltb clear objectl•••· Conal1tenc1 and contlnult1 of par ... t•r• ls 

obvlou1lJ •ital for econoalc agents lo all sectors of lb• econoaJ. If 10 

reaction to arl1ing econoaic problems alwa11 new ad-boc .. aaur•• and tbu1 

co1,tantlJ changing par ... ter 1et1 are introduced. indu1trlallats are lltely 

to aby awaJ froa &DJ lnveal:9ent project with a long gestation period and 

prefer inve1taent1 Cin vbatevar economic sector) vbicb render a quiet rate of 

return. Vitbin tbe general outline of lb• develoJ199nt strategy chosen. 

change• lo the national and international econoeic environaant do 

neverthele•s requ're a flezlble response bJ lb• covernaent. 

TblrdlJ. industrial pollcJ lo thl• sense i• prlaarllJ 1upplJ-•ide policy. 

i.e. aiaing at iaprovlng tbe C011lpetitivaness of the industrial 1ector. Tbe 

provision of general Cand sector-specific> conditions conducive to a 

reswnption of industrial grovth will not; however, evoke tbe desired response 

lf entrepreneurs, if demand remains at a low level. In the present aituatir: 

of econoaic recession and large ezcess capacities in Peru. a reactivation of 

demand i1 a nece1sar1 condition for further growth. ID the absence of rising 

demand even tbe best industrial policies will not induce producers to 

increase investaent and productivilJ. 

FourthlJ. the deaand for investment goods ls derived from the demand for 

consumer goods. Once consumer demand increases and investaent follows (vith 

a tiae lag) governaent policies have then to ensure tbat there ls sufficient 

apace for rising investment. •sufficient space• aeans sufficient 

availability of financial and real resources on tbe one band and of foreign 

ezchange on tbe other band for acquiring plants •nd equipment from domestic 

and foreign sources. 

FifthlJ. in the case of a uniform ezchange rate. ezchange rate polic1 as 

an lnstrumenl to alter relative prices vis-a-vis the world aarket ls 

virtuallJ equivalent to the introduction of a uniform rate ~f subsidization 

(dl1crimination> of the same relative size laposed on the whole economJ. It 

might, therefore. counteract &DJ secto~-specific industrial policJ lf it is 

not managed vitb due respect to its impact on the latter. or unless aultiple 

ezchange rates harmonized with ••~tor-specific industrial policies •~e 
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applied.11 To provide 1tabl• par ... tera to Peruvian export-ori~nted and 

laport coapetint activitl•• ln the long rur.. the ezchange rate 1hould be 

adju1ted according to the dlfferentlal rates of lnflatlon between Peru and a 

basket. of lt1 .oat laportant trading partners. 

An Approach to Industrial PolicJ 

Tbe conception of an industrial policJ for Peru 1hould be baaed on the 

recognition that neither a 1trategJ of pure iaport 1ub1titution nor an 

indiacriainate opening up to the international aartet can provide a 1table 

fra11evort for economic recov~rJ and de~elopment for a countr, like Peru. 

lather. a potenthllJ 1ucce111ful rtrategJ bar to follow a tvo-f.,ld goal. ln 

that it take• advantage of the international aarket without completelJ 

exposing industrJ to international coapetititon. Such a 1trategJ coabines 

the positive aspects of the liberal and tbe traditioal inward looting 

1trategies. but it 1hould also give iaportancg to technologJ transfer and 

active national growth policJ in light of international developments. 

Two facts •aJ be 1tre11ed here in teras of tbe close lint between 

national industrial policJ and the process of change and growth of the world 

econoaJ. Fir1tlJ. for aanJ production processes. Peru as a 1aall economJ 

does not have a 1ufficientlJ large d01Destic aartet to fullJ take advantage of 

econoaier of scale and iaproved pouibilitlea for 1peciallutlon. SecondlJ. 

during t.be last 10-15 Je&rs the international environment bas been 

cbaracte~ized bJ growing international econoaic interdependencies and 

division of labour (see •~ction 2.3.). Therefore. the importance of 

international d6···elopm3nts for the effectiveness and viabili tJ of national 
21 

economic policJ bas 1harplJ increased.- Thi• aeans inter alia that. 

!I The merits and disadvantages of the l~tter appro~cb, bo4ever, are outside 
the focus of this studJ. 

ll Referring to the Quito Declaration of Jan. 84, it can be ~oncluded that 
tbi1 fact bas been videlJ recognized bJ the Peruvian an~ other Latin 
.American governments: "La ex~ansi6n de las esportaciones de America 
Latina J el Caribe bacla 101 mercados de 101 Paises lndustrializados es 
un factor indispen1able, no 1610 para fortalecer la capacidad de pago de 
nuestros pai1es, 1ino tambien para asegurar un de1arrollo 101tenido J 
e1table ~e la region." Declaraci6n de Quito. Boero 12-13, 1084. 
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growing significance should be attached to tbe driving forces deteraiaiDg 

trade pattern• and coapetitlven•••· Tb• role of tecbnologJ l• partlcularlJ 

laport•nt la this regard. AD lndu1trial strategJ for Peru would thus need to 

.. pbarize growth through active partlclpatlon la lnternatlonal trade, with 

gradual laproveaent of allocative efflclencJ and vitb •J•t•aatlc 

incorporation of techn logical changes. Considering the different level• of 

coapetitlvene11 that the different Peruvian •~nufacturing branch•• bave 

reached at this level of lndustrlal devel0Pm19nt, and given tbat th••• do not 

alv•J• reflect their true position vithln a •ucce11fullJ restructured 

econC*OJ, such a strategJ aece11arilJ ha• to involve a selective approach. 

Although such 1electivit) is not an •••J ~trategJ to follow due to the 

inherent difficultJ and coaple1ltJ involved, it appears to be the onlJ viable 

one lo tbe long run. 

In the recent pa1t, there have been several atteapa in Latin American 

countries inclvjing Peru to reformulate industrial pollcJ. These attempts 

were focused o~ changes ln relative prices between domestic and foreign goods 

through changes ln foreign trade policies, i.e. the introduction of a 90re 

fle1ible e1change rate coupled vlth e1port incentives for industrial products 

and a reduction of iapo~t tariffs. Tbu1, the ala was to circumvent the 

limitations of the internal aarket and induce the industrial 1ector to 

generate the foreign e1change needed for industrial imports. TherebJ, it vas 

e1pected that drnaaic indu1tri~llzation would resume. It becaae clear, 

hovever, al10 fr~~ the Peruvian e1perience, that onlJ a limited num~er of 

companies actuallJ used the e1po1ure to international competition (on the 

e1ort aarket) tr £ncrea1e lnve1tment1 and productivitJ and to become 

eompetitive. 

The absence of general conditions cond~-ive to growth reduced the abilitJ 

of enterpri••• to adju1t to the new parameters. For Peru, •nerefore, the 

e1port e1pan1lon fot a bro~d range of products was not achieved through a 

genuine increa•e of c09petit~vene11 which would have been nece11arJ as a 

ba1i1 for continued e1port e~~anaion. In1tead, in the second half of the 

70s, the combined effect• of a 1trengthened e1port promoting 11stem and 

slackening domestic demand aade to a great deal the improved performance of 

e1port1 the re1ult of vent for 1urplu1 and rent-seeking activities. In 

addition, the liberalization of iaport1 - !ntendea ~~ e1ert greater 
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competltlYe pressures on Peru•lan producers - did Dot bave tbe desired effect 

as lt was Introduced In a too rapid and far reaching l'J.anner and at a ti .. 

when competition on the world aarket became fiercer. Boreo•er, lt proved to 

be difficult to c~ntrol the rapidlJ growing contraband. 

In summar7, although the policies laplemented were certainlJ a step !n 

the right direction, theJ were thea1el•es Insufficient to generate the 

desired iapetus for industrial growth and restructuring. OolJ the combin6d 

iapacts of a whole package of consistent policJ 88&1ure1 will provide 

aatisfactorJ framework for lasting take-off. Bence an effective industrial 

policJ, neces1arilJ should c011bine three elements: growth policJ, 

allocatlonal policJ and trade poJlcJ. 

Moreover, the necesaarJ changes involved, when these policies are carried 

out have to be Introduced alovlJ and in a foreseeable aanner to prevent 

policJ-9&de aarket disruptions. 

2.2 The General Framework for Industrial Growth in Peru 

In order to establish a consistent general framework for industrial 

policJ it ls necessarf to identifJ the keJ present obstacles to a resumption 

of industrial growth and to an improvement in competitiveness. On that basis 

different policJ aeasures to overcoae these barriers are outlined. 

2.2.1 Tbe Direct Contribution of the Public Sector to Economic Growth 

Besides the general prerequisites for growth outlined above the public 

sector aay contribute dir~c~lJ to an iaproved economic performance in a 

number of ways, two of which are brieflJ discussed here. 

FiratlJ, it is well tnovn that the lndustriali~ation pro~ess requires 

continuous improvements of the phJsical infrastructure nat~on-wide to allow 

for relativelJ balanced regional development. However, given the geographic 

chara~terlstic1 of Peru it is verJ difficult and above all costlJ to r~ali~e 

1ucb a task. Taking into consideration present fiscal budget constraints it 

appears to be beyond any doubt, that expenditure for infrastr~cture cannot 
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baY• prlorltJ l~ tbe •bort and (po11lblJ) the .. dlua run. Iaprov ... nt1 of 

lnfra1tructure that vlll •tlll be reall&ed under tb• •zl•tlng con1tralnt1 

would therefore need to be e1tabll1bed according to a •r•t ... tlc 

con1olldatlon of exl1tlng (and. eventuallJ. tbe creation of new) lndu1trlal 

•ubcenter1. SelectlY• geograpblcal concentration (out1lde tbe Llaa-Callao 

area) ratber than uncondltlonal decentrall&atlon effort•. algbt Induce the 

growth of Yiable aggla.eratlon areas even under •evere financial re1triction1. 

SecondlJ. apart froa pb11lcal infrastructure. tbe provi1ion of a coherent 

and efficient legal and administrative fraaewort ls a keJ prerequisite for 

tbe 1tiaulation of growtb. Tbe adju1taent of the fraaewort of rule• a&J be 

•••n a1 a verJ difficult. ret ab1olutelJ e11ential task in a period of 

r&pidlJ changing conditlon1 ln the econoaJ. and lt bas to be executed witb 

due con1ideration of tbe rl1t of bureaucrati&ation of rules and procedures 

entailing lapediaent1 to industrial restructuring. 

One particular problem in tbis context is that admini1trative 11steas of 

rules and incentives tend to cumula-:;e wberebJ tbe final rHull 11 often in 

contradiction with tbe initial intentions. For Peru it appears to be 

necessarJ to analJ&e 80re 111tematicallJ bow the red tape which bas 

accumulated in aaJ parts of econoaic life could be reduc$d 1ub1tantiallJ. 

Since rules a~d incentives. bJ definition. create opportunities for 101De 

and di1criainate again1t others. lt appears essential to establish onlJ 1ucb 

rules. which can effectiv~lJ ~@ controlled bJ the public authorities. 

2.2.2 Iaproving COIDpeti ti veneu 

A number of approaches are known to improve tbe conditions under which 

producers of goods and services have to compete on the national and 

international markets. Besides applying such (well-known) approaches. 
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1peclal attention 1hould be paid to the application of aev technological 

dewelop119nt1 to tbe production proce11. 

The Incorporation of new aetbod1 of organi~atlon, production and 

dl1tribution can be fostered bJ Yarious policJ aea1ures aialng at 

facilitating tbe avallabilitJ of iaforaation about exi1ting technologies and 

new development• and the tran1fer, adaptation and diffusion of tbe tecbnologJ 

to potential u1er1. 

The transfer, diffusion, and Cat a later 1tage) creation of tecbnologJ 

require an ln1titutlonal-organizational 1tructure and network, tbe 

construction of vhicb needs to be 1tarted and promioted now. Tbe alreadJ 

ezi1ting institutions in this area !ike ITillTIC, CBCAPIS, SINATI, are 

laportant elements in such a network, and a nuaber of new ln1titution1 have 

been established recentlJ CTBCSUP). However, until tod&J the lapact of these 

institution• as aides to economic and technical iaproveaent1 1eeas to bave 

been liaited, despite their valuable contribution~ to aanJ of these probleas. 

It l• proposed, therefore, that efforts are undertaken to iaprove the 

coordination between private and public entitles and to 1trengthen the i•pact 

of those in1titutioos. Furthermore, a closer cooperation between natural and 

1ocial 1cienti1ts and engineers and econoaists 1hould be alaed at in all 

deci1ion-aaking units, and the autual understanding should a110 be 1tiaulated 

bJ aultidi1ciplinar1 work at the Univer1itJ level. A aeasure of particular 

laportance could be the foundation of a data-inforaation bank and 

accompanJlng advi1orJ facilities. The functions of such an ln1tltution would 

be to: 

collect information on the nature of technological developments, 

aake that information available to all interested parties (e.g. upon 

request or regularlJ in the fora of •••11 bulletins), 

conduct feasiblltJ 1tudier upon request as to their appropriateness for 

production processes in Peru, 

enquire upon requests a1 to which foreign companies provide a particular 

technologJ that a Peruvian pro~ucer 11 interested ln, and on what terms. 



-~-

It abould be analJ&ed la more detall. wbetber all tbeae functlona could 

be carried out bJ ITillTIC. ID &DJ caa• lt la laportant tbat aucb an effort 

l1 undertaken ln clo1e coordination between public ~nd 2riwate entitite1. 

Al.10 0 giwen tbe coaplezitJ and aagnitude of tha te1k. di1aggregation on a 

1ectoral level l• crucial. Thu•. tbe ~uild-up of 1ubdiwi1ion1 in clo1e 

connection with ezi1tint private a11ociation~. like tbe •coaite Teztil" or 

tbe •coaite de Bienes de Capital" l• wltal. 

It i1 eguallJ iaportant tbat 1eriou1 ~on1lderation le ~lven to the 

iaproveaent and ezpan1ion of training progr...e1 for vorker1. Thi• i11ue ls 

e1peclallJ prone to close cooperation between the private and public 1ector 

with the prowl1ion of public training centers coaplementlng 

on-the-job-training. Purtheraore. attention 1hould al10 be pald to tbe 

ezpansion of progr .... • of bu1ine11 adaini1tration 1uch as tho1e pre1entlJ 

undertaken bJ ISAN. •ince iaprov..ant1 ln the 1oundne11 of aanageaent and 

organizational 1tructure ll«'uld·~reatlJ contribute to a reduction of 

X-inefflciencle1 and an increase in productivitJ. 

The dl1cu11ion 10 far ha• aaiDlJ focused on the acgui1ltion of better 

aanufacturing capabilities. However. design capability and effective quality 

control are two other laportant factors wbich a&J contribute to an 

iaprovement of 1upplJ conditions. Tber both are clo1el1 linked to the 

acquisition of advanced aanagerlal and technical qualifications as well. 

CompleaentarJ to these considerations it i• especlallJ iaportant to 

iaprove the transparency of the aarket1 for potential ezporter• and to guide 

their entrance to the international aarket~. The institutional-organization 

infrastructure required to handle this task successfullJ 11 quite 1lailar to 

the one discussed before. Here we are. however. dealing vltb the gathering, 

evaluation and diffusion of information about product aartets rather than 

technological developments. .&gain a fruitful c~operatlon between public and 

private entitles bas to be aiaad at. In view r~ tbe alreadJ ezl1tlng 

institutions and associations in this area in Peru it is rec011111ended that the 

task of constant aar·ket 1earcb and evaluation be carried out in clo1e 

coordination between FOPKI and .ADEi: (vbether under tbe direct au1pice1 of one 

or the other remains to be 1tudied>. To facilitate the establisbaent of a 

data bank and on-going lndustrJ or product-•~-ciflc aartet evaluations. 
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ezisting international bodies ad lnstltut•• •bould be tapped for lnforaatlon, 

wber•••r possible. Furtber90re, partlclpatlon la laportant international 

trade fair• •bould be pr090ted effectlwelJ, not onlJ for the purpose of 

gatberlng lnforaation, but also to enhance the wlslbllltJ of Peruwian 

products abroad. 

Part of the ezport succe11 of some of the Kast Asian countrl•• is 

po11lblJ due to tbe fact that a large share of tbeir foreign trad~ i• carried 

out bf a saall number of big trading coapanle1. Th• advantages of such 

trading coapanles become Yerf obvious. vben we consider tbe economies of 

scale to be derived froa aarket research and penetration. It appears to be 

doubtful though, that such a concept could be copied without aajor 

aodlflcation ln Peru. The point to be seriou1lf considered i1, however, ~'at 

for •ucce11ful operations on the international aarket1, econoaicallJ viable 

entitles have to be developed on the national level. To foster this process, 

the foundation of (semi-) private in1tltutlon1 should be considered, vbich 

concentrate and handle the ezport activities of 1aall national flras and 

vbich use it• privileged knowledge of International developments efficientlJ 

to stlaulate tbe coapetltiwe position of national producers. 

2.2.3. Correcti~g Imbalances in the Industrial Sector 

Todaj, Peru's aanufacturing sector i1 characterized bJ two aajor 

labalances, which - although interrelated to a certain eztent - ar• separated 

here for anal1stical purpo1es: the labalance in the incentive structure 

vbich favours capital intensitJ of production and di1criainates against the 

emplo,.ent of labour, and the iabalance between the foraal and informal 

sector. 

These iabalances pose a problem for further dJn&11ic growth aod need to be 

corrected. In view of the high rate of un- and underemploraent in Peru an 

incentive structure in favour of capital leads to smaller creation of 

eaplo;rment of labour than a aore balanced incentive structure would do. The 

Labour StabilitJ Lav CLSL) in its present fora reinforces this trend. The 

iaplication1 of the LSL can be analyzed under two aspects: the impact on 
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entrepreneurs• bebawlour on lb• one •and. asad tbe reall&atlon of job •ecurltJ 

for worker• on tbe other band. Slnce producer• u1uallJ do not eaploJ workers 

for more tban three rears anJ 90re, tbe result ls aot onlJ a blgber turn-ower 

ln .. p10,..nt, but also tbe abs•nce of large lnw•1t.ent1 ln tralnlng 

progr .... s. Purtber11e>re, tbat part of tbe wage blll corresponding to 

•tenured• worker• bec0991 a fiz•d cost, which 11 an aggravating factor in 

tiaes of severe econoalc rece11ion. Proa th• workers• point of wlev, under 

present econoaic condition• lb• LSL defeats it• original purpo11e: job 

•ecurltJ for all eaplored. It can prowlde tbl• •ecuritr onlJ for a 

relatiwelJ .. all nuaber of priwileged worker~ and at tbe ezpense of tbe rest. 

Tbe discriainatlon against eaploJiDg labour po••• a strong lncentiwe for 

1aall labour-intenaiwe operations to be conducted in tbe lnforaal sector. 

There. the distortion of relative factor prices is ezactlJ tbe opposite of 

what it l• in the foraal •ector: labour la relatlwelJ cheaper and capital ia 

relativelJ aore ezpenaive. Also ln contrast to the foraal sector, protection 

of workers la non-eziatent (be it in tbe fora of job aecuritJ or ainiaua 

vagea). PinallJ, tbe grovtb of tbe inforaal industrial sector not onlJ 

iaplies 1011 of revenue for tbe goverDll8nt (in the fora of unpaid lazes), and 

thus an lncrea1ing taz burden on tho• ln tbe foracl sector. but also an 

lncrasing lack of trn1parenc1 ln tbe econoaJ, which aates it even more 

difficult for private and public econoaic agents to predict and •hape future 

econoaic developments. 

Sinee the present 111t .. of fiscal Incentives and tasea vaa anal1zed at 

length elaevhere, a detailed diacu11ion will not be repeated bere. Bovever, 

It aeeas abaolutelJ vital tbat tbe Invest.ant incentives re redesigned In 

such a waJ aa tu neutralize the negative impact of labQur chargers. 

A reformulation of the Labour Stability Lav (LSL) vould also need to be 

considered. In vlev of the complicated an~ sensitive nature of the aatter, a 

cautious va1 would need to be followed. which does not lapoae an additional 

burden on the wort foreseen. One possible 1trateg1 would be to aaintain tbe 

LSL in its present fora, and to comple1D8nt it with an attractive alternative. 

10 that the number of •tenured' workers will become increaslnglJ 1aaller over 

ti•e. 
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Sac• aa altenaatlwe could tat• different foras. ttfO of ville• are 

dl1cu11ed below: 

(1) One po11lbllltJ would be to allow for ti .. contract• exceeding three 

Jear1. Since the pr•••nt LSL de facto wort1 In 1uch a waJ, that few 

entrepreneur• will extend eaploJ19ent after three J•r•, the option of 

ti11e contract• for more than three Jear1 will offer 90re 1tabilitJ 

and 1ecuritJ to eaplo1ees (Jet no •tenure• for life) and aigbt 

induce entrepreneur• to expand their training facllltl••· Por tl11e 

contract• to be attractlwe for pre1entlJ tenu~ed workers too, theJ 

would haTe to be coupled with a higher wage. 

(2) &Dotber alternatiwe aigbt be to allow for ti11e contract• at a higher 

wage than under the LSL option coupled with the provi1ion of 1ome 

aneaploJ19ent coapen1ation upon termination and non-renewal of the 

contract. Tbe creation of an aneaplo,.ent coapensation 1cheae 

encoapassing all workers obvlou1lJ bas to be a long-tera project for 

Peru in face of liaited financial re1ources and the frequent 

occurrence of aneaploJ119nt. Yet it is worthwhile •~udJiDg in aore 

depth, vbetber it vou~d be feasible financiallJ to 1tart on a 

1aall-1cale as envisioned here, vbere uneaploJ119nt coapensatioo is 

oolJ available to those workers choosing this eaplo;raent 

alternative. If the problea of financing 1uch an uoeaploJ119ot fund 

can be resolved sati1factorilJ. thi• alternative 1eeas to be verJ 

proai1ing and aight find a positive response bJ workers, 1ince it 

promises a ainlaua aaouc~ of securitJ during a liaited part of the 

uoeaploJ19ent period. 

To reduce the iabalaoces between the foraal and the ioforaal 1ector, the 

entrJ costs into the formal sector, i.,e. the costs of registering a new 

firm, have to be drasticallJ reduced in teras of ti .. and aooeJ. It 1hould 

be considered to extend the experi11ental new •Jst .. of registration for saall 

enterpri1es currentlJ conducted bJ the KloistrJ of IndustrJ to comprise all 

new firas. 

Furthermore, to entice flras to leave the ioforaal 1ector, 1mall-scale 

lndustrJ lo the foraal sector 1hould be given 1peclal attention, which could 

take the fora of 1aall subsidized loans, teapor&tJ profit tax ezeaption, 

provision of specific 1ervice1, etc. 
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The proYl•lon of •peclflc lnceatlY•• on tbe on• band ba1 to be 

coapl ... nted tbougb, wltb an laproY ... Dt ln tbe control .. chanl••• oa tbe 

other hand. Control tben ba1 to be ezercl1ed after a grace period of a fev 

~ear1 (e.g. 2-3 ~ears) OYer tbo1e flraa reaalnlng la tbe lnforaal 1ector, at 

lea•t oYer tbo1e of a certain •ize (e.g. with 90re than 3 or 5 worter1). 

2.3 Sector-Speclflc Policies 

2.3.l Iapllcatioa1 of Sectoral Policies 

?be general idea uaderlJiDg sector-specific policies ls that global 

growth policJ i1 insufficient to 1tiaulate the dJnamic forces of an econoaJ 

ln an optiaal vaf. Crovth requires a continuous and rapid aoveaent of 

factors of production froa declining 1ector1, to aev, d7nami~ 1ectors vlth a 

high growth potential. &n active 1ectoral policJ should facilitate this 

reallocation bJ aatiag the inherent growth potential of different 1ectors 

more Yisible and calculable. B•Jond thi1 it 1hould increase the 

profitabilitJ of activities la the favoured 1ectors at the ezpense of 1ectors 

of lover priorltJ. 

A central 11sue to be addressed before de1lgnicg 1ucb policies ls tbe 

•election of 1ectors vbicb 1hould be proaoted. ·civen tbe framevort for 

growth <•given the conditions offered to all producers alike), tbe provision 

of even better conditions to IOll& can onlJ be reached at tbe ezpense of the 

re1t. Reformulating tbi1 statement ln teras of a growing economy tvo very 

iaportant conclu1ions emerge: 

1. With a given rate of growth for tbe whole economy the discrimination of 
1oae indu1trial branche1 does not aecessarilJ lead to their absolute 
decline. lather, tbe di1criaination can be reflected in a 
differentiation of sectoral growth rates. 
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2. Tbe aore pronounced tbe differences are between favoured and 
dl1crlainated 1ectore. tbe aore lnten1ive will be the driYe to &rowing 
1ector1. Tbl1 proce11 will onlJ 1ucceed without aajor ten1ion1 on factor 
and co.-oditJ aarket1, if tbe inter-1ectoral transfer of factor• l• not 
hindered. Still liaitatlon1 1 fragmented aartet1 1 and econoaic policJ 
it1elf aight be obstacle• to flesible adjust.ent. Tbe adjustment 
problea, which is one of tbe aost striking growth obstacles ln developed 
countries as well, bas to be attacked on both fronts: fostering growtb ln 
tbe selected sectors and easing the process of restructuring in tbe 
shrlating branches. 

Based on these c~n1ideratlon1 1 tbree aain problem areas can be espected 

when sectoral policies are iaplemented. 

1. A higher growth rate of lncoae will be achieved after all adjustaents 
have taten place, if and onl1 if the sectors 1elected as a target for 
industrial policJ can grow over a longer planning period. Tbe s~lection 
of sectors should therefore tate into account emerging trends in national 
and international aartets, changes in teehnologJ and iapllcations of 
goverDJ1ent policies in otber countries. 

2. If growth can reallJ be accelerated, the factors of production are forced 
to aove aore rapldlJ fre>11 one use to the next. Therefore, a rigorous 
policJ to stiaulate the aobilitJ of the factors of production ls a 
nece~11arJ coapleaent to 1ectoral growth pol:cJ. It ls especlallJ this 
point which shows, that sector specific policies have to be devised with 
due respect to the global economic policJ framevort. 

J. If sectoral policJ succeeds ln e1tabll1hlng an effective incentive srstea 
which di1crlainate1 between yarious sectors, it ru~s the rist of 
effectivelJ hindering the development of new complementarJ industries 
which are not covered bJ the initial subsidization 1cheae. Purtheraore, 
the emergence of new growth sectors aight be hindered, too. 

Given these three aajor iaplications of sectoral policJ, ite crucial 

aspects beco.e obvious: 

1. Sectoral policJ aust relJ on long-tera projections, but it aust at the 
same tiae be open to flexible adjustment to new economic conditions. 

2. The capacitJ to adjust saoothlJ to changing econoaic conditions aust be 
1tlaulated, if the scope for growth provided bJ 1pecific policier ls to 
be really used. 

3. Tbe success of sectoral policJ depends on the selection of the 'right 
sectors'. Tbe identification of possible future growth sectors, 
therefore, be~oae• an essential prerequisite for sectoral industrial 
pollcJ. It 11 this last point, which will be at the center of the 
following anal11i1. 
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2.3.2 Guideline• for th• Identification of Growth Sector• 

In the previous section, the laportance of creatinJ a general poller 

fr..evort for industrial restructuring and ezpanaioo waa eapbasized. Given 

that in the Peruvian case a reauaption of industrial development along new 

line• has to be achieved in a period of austeritJ, and that different 

industrial branches have reached a different degree of coapetitivenes1 tbe 

need for prioritJ setting in tera1 of industrial 1ub1ectors eaerges. Vb•~••• 

in a situation cf equilibrium and overall growth, entrepreneurs would be 

induced bJ the general policies to direct re1ource1 to the prospective growth 

lndu1trie1, tbe curreDt situation in Peru •• in aanr of the developing 

countries calls for the establiabltent of such a scheme bJ the governaent ar.d 

thus for ~n evaluation of growth prospect• in different industries. ·To ti1i1 

end, the basic c-iteria for a1se11ing growth prospects in individual 

industrial branches would need to be re~iewed. 

The criteria wbic~ are being used in thi• respect in the developing 

countries cover inter alia tbe degree of backward and forward linkages, 

natural resource availabilitJ. relative value added content, geographicl 

proziaitJ and factor endowments. The factor proportions 90del of 

international trade can indeed ezplain to a large eztent th~ 

lndu1trlallzataion process of SOiie of the aost 1ucce11ful developing 

countries. Recent atudies bJ d\fferent authors conclude that aanr of the 

fastest growing developing economies in tbe 1960's and 1970'• were tboae 

countries aligned most cloaelJ with their comparative adv&ntages in this 

regard and wt.ich in addition aanaged to adjust fleziblJ to changing ezternal 

and internal conditions. 

In recent rears, however, international price differences between 

unskilled labour and capital, appear to be~ome less i•portant for the 

detennination of international t~ade and development patterns, due to the 

impact of technological cbaage on world wide production. 
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Tbu1, for a •aall economy llk• Peru lt l• of ut.o1t laportanc• to 

carefullJ evaluate new technological development• ln the world .. rket before 

deciding on 1ectoral 1trategle1 ln order to efficlentlJ ezploit ezi1ting 

knowledge ln advanced countri•• and to project the lapact Jf tbe new 

technologie• on tbe growth pro1pt-ct1 of current aanufacturing activitie1. 

Ba1ed on an anal1si1 of recent cbangea ln tbe nature of production and 

trade patterns in the world econoaJ, tvo aajor con1equence1 eaerge for tbe 

identification of po11ible growth •ectora in Peru: 

(1) Specialization in indu1trial branche1 u1ing labour-inten1ive production 

processes i• lncreasinglJ challenged bJ capital intensification connected 

vitb tbe eztenaive use of new technologies Calero-electronics, coaputers, 

nuaericallJ-COntrolled aachinerJ etc.), which tends to counteract tbe 

advantages of cheap and unskilled labour. 

Thi• is not to 1aJ, however, that coepara~ive advantages are 101t 

imaediatelJ and for the whole •ector. Fir1tl7, the introduction of nev 

technologies in the industrialized countries i~ ~ tiae consuming process 

botb in view of social resi1tances and the persi1tentlJ high costs of 

capital. SecondlJ, technical progress ia not equallJ applicable to all 

production proces1es within one branch, 10 that for aanJ (sub) categories 

of products, labour-intensive production reaalns ~be '90St efficient 

1olutlon in econmic teras. 
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Tberefor•. ·~~lall&atloa la labour-laten1lY• iadu1trlo1 r ... la• a 

proai1lng 1trat•gJ for a (reduced> auaber of 1ub-1ector1 wltbln wbat baa 

tradltlonallJ been called a 'labour-laten1IYe lndu1trJ'. 

2. •ew 1peciall&atloa po11lbilltie1 ari1e for Peru also la branches wblcb 

traditlonallJ were referred to a1 •capital lnten1ive lndu1trle1". BalnlJ 

four rea1on1 can be found for tbl1 development: 

(a) •ev product• undergo different 1tage1 of production (called the 
product CJcle). TbeJ u1uallJ 1tart to be produced on a 1aall scale 
and ••rr technolog1-intensive. This con1tltute1 a coaparatlve 
advantage for producer• la developed countries. During tbe co•,r1e 
of aaturation, tbe product• and the production proce11e1 becoae aore 
and aore standardized, and products find a larger aartet, 10 tbat 
countries endov~d vitb lower-level tecbnologf and low priced labour 
becoae iacrea1inglJ capable of producing these standardized 
cOllml<>ditie1. 

(b) Industrial aanufacturing becoaes aore and aore complex vitbin the 
advanced countries, and the production proce11 itself 11 
lncrea1inglJ open to separation into single operations and 
1ub1equent redeplo,aent in aearlJ all relevant branches. 

(c) •ew technologies al10 tend to confer new comparative advantages on 
countrie1 vhicb bave a relativelr skilled labour force available at 
v~ge rate• 1ub1tanti•llJ lover than in the indu1trialized countries. 

(d) During the development process 1kill1 iaprove in LDCs, 10 that an 
increasing range of production proce1se1 becomes a possible target 
for industrial policJ. 

In conclusion, while there i1 a progressive erosion of traditional trade 

structures to be expected in the medium and lone run, nev export chances for 

Peru ari1e within a fairlJ wide range of aanufacturing 1ectors, vhich bad 

been exclusivelJ reserved to producers in advanced countries until recentlJ. 

2.3.3 A Drnaaic Outlet of Sectoral Industrial PolicJ 

Peru bad developed soae of th~ principal prerequisite• for sustained 

development alreadJ in the 1960'1, and bJ then 1be bad reached a similar 

stage of development 11 Brazil (although there 11 an obvious difference in 

size), a• the Republic of lorea (altbougb the latter could count on 

con1iderable U.S foreign aid,, and as Kalaf1ia or Colombia. However, whereas 

these countries doubled national income during the following 10-15 years, 
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and are todaJ cOll9C>DlJ referred to as tbe •IC 0 1 <••vlJ Indu1trlallzlng 

Countries). Peru'• econoalc growtb could Dot teep pace. TodaJ. ber CDP per 

capita i• Dot 1lgnlficantlJ bigber tban in tbe 1965-70 period. 

On tbe other band, with a nuaber of other countries, Peru has good 

prospects to fora tbe group of •~ccessful developing countries of tbe 1econd 

generation. ln Yiew of it' diversified industrial 1ector. lt• relatlvelJ 

1~illed labour force and lt• ricb end<*98nt wltb natural re1ources. 

Indu1trial policJ will be a decisive factor to 1tiaulate tbl1 process. 

A• a first 1tep, lndu1trlal policJ sbould be focu1~d on the requirements 

of sectors vhicb pre1entlJ appear to bave the most proai1ing potential for a 

resuaoption of industrial growth. A review and evaluation with an 

international perspective of the recent perforaance of Peru•1 industrial 

•~port• vi!l be used to ldentifJ such 1ector1. In a 1econd stage and 

1ub1equent to this reactivation progr..-e econoaic pollcJ should be targeted 

at establishing a new ba1l1 for sustained industrial growth and facilitate 

the allocation of resources to new dJnaaic (sub-) branches in line with the 

degree of com~titiveness reached bJ these branches. 

2.3.3.1 Sectoral PolicJ for ~conoaic Reactivation 

In the abort tena, industries which are based on well known technologies 

and/or which are intensive in tbe use of relativelJ unskilled human labour 

appear to bave tbe greatest potential to raise tbeir efficlencJ to 

~~t:rnational standard• and to contribute to a revitalization of domestic 

deaand. Tbe question which particular branches and sub-branches should be 

given special attention in Peru will be atteapted to be answered using two 

different .. thods: 

(1) An lodes of product groups vbich have 1bovn especiallJ successful 
performance in LDC• as developed bJ Tuong/Yeats (1980) based on MicbaelJ 
(1977). U1ing trade and ince>11e data, MichaelJ correlated esport 
structures vitb the relative inco.e position• of countries and calculated 
product income esport levels for tbe different SITC categories as well as 
countries' lncoae esport levels. Based on MichaelJ, Tuong/Yeats 
identified the range of manufactured products ~sported bJ the •ost 
1ucce11ful developir~ countries in the paat (group I products), and with 
tbe belp of laco.- estrapolation1, the range of potentiallJ 11•cce1sful 
esport1 bJ tbe advanced developing countries in the 19801 (~roup II 
products). Group I and II products are shown in Table 11. 
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(2) A con1tant aarket 1bare analr1i1 (CllS) la applied to Peru wbicb 1bed1 
1099 ligbt on tb• relatiY• ezport f8rforaance of Peruvian aanufacture1 
during tdh• 1975-10 period. C11S-anal1ai1 11 a .. thod bJ which pa1t 
growth rat•• of ezport1 can be 1plit DU89ricallJ, tbu1 rewealing a world 
trade coaponent, a product coapoll tlon coaponent, a .. rket coapoll tlon 
coaponent, and a cQllPOn•nt repr•••nting cbange1 in th• countrJ'• 
international coapetitiw• po1ition.!1 

Ba1ed on th• re1ult1 of th••• analJ••• Peru'• ezport1 will be cla11ified 

lDto two group1: 

Th• fir1t group con1i1t1 of 1ucce11ful actual ezport1 according to t~• 

CllS anal?•l•. soae of th••• overlap with the Iir1t group product• according 

to Tuong/Yeat1 while others are aJIODg th• 1econd group product• - a f•ct 

which deserves close attention aa it underline• Peru'• promising pot~1tial 

for further ezport dlveralflcatlon. Th• other group coapri••• tho•• products 

in the Tuong/Yea';• cla11iflcatlon wblch are not aaong the eucce11ful ezport 

lteas according to the <:XS anal11i1 1 but vblch do not aeet e1peclallJ adverse 

condJtion1 of production \n Peru (potential ezport growth 1ectors>. 

However, both analJHI are based on historical data, and therefo: . tt.eJ 

do not nece11arilJ reflect. th• whole 1cope for future growth. Thia problea 

cannot be 1olved coapletelJ, but aoaao further insight aaJ be gained frOID the 

previous diacuulon about nev trends in th• wor:.d e;:onoe,-. .All three 

el ... nt1 will be coabined to analJz• th• development pro1pect1 of selected 

industries in Peru. 1>e1plt• the fact that a po1ltlv• aecto~ indication 

appears to be bighlJ tentative in a rapldlJ changing world, the 

identification of relatlvelJ 1ucce11ful sectors bJ thl1 procedure will 

provide additional information as to the development and ezport potential 

!' The world aP~ket component ls the hypothetical increase of Peru's ezports 
under tb~ assumption that Peru'• 1har• in total world ezports would bave 
remained unchanged. The particularlJ interesting market and product 
composition components indicate, whether ezports were concentrated 90re 
on dJnamicallJ growing products in vorld trade and fast growing iaport 
aartets (positive aigns of coefficients> or on leis dJnaalc products and 
l••• dJnamlc aartets (negative 1lgn1 of coefflent1). The competltlveness 
component ls a re1ldual and does not necessarilJ capture changes of 
genuln"' competitJvene11 at the plant level, line• lt al10 refJ cts 
exchange rate variations, changes in the ezport prOllOl!JD 11stem etc. ID 
addition the CKS-coefflclent1 do not show cauaal relatlon1hlps. 
Therefore, tne value of a CMS-analJ1i1 as an analJtlcal tool cruclallJ 
depends on a careful interpretation of the findings. 

I 
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According to the Tuong1Yeat1 cla11lflcatlon wblch 11 ahovn la Table 11, 

eleven product groups bave proven to be e1peclallJ aucce11ful export• for 

advanced developing couatrle• <group I product•>. Vblle the relative income 
2/ 

poaitlon of those countrl••- ranged from about 18 per cent to 28 per cent 

la 1973, Peru'• relative lac098 position was onlJ 10 per cent, and la 1980, 

lt vu even lover. Tbu1, onlJ on tbe bull of the cros.1-Hctlon ana111h 

Peru'• export• 1bould not be expected to go befond the group I product1. ThA 

fact that Peru alreadJ proved to be tuite 1ucce11ful la exporting a&nJ group 

II products (c.f. 2.3.3.2.) 1upport1 the optlal1tlc outlook that the ba1ic 

conditions to return to 1u1talaed industrial growth are given la Peru: a 

vldelJ developed aaaufacturlng 1ector, a 1tilled labour force, talented 

entrepreneurs and rlcb natural re1ource1. 

COlllpariag the flr1t group products according to the Tuong/Yeats 

cla11ification vitb the findings of tbe CllS-anal11i1 for Peru reveals three 

1ectors, which have been e1pochllJ aucceuful in Peru and the aajorltJ of 

the developing countries alike: footwear, and - reflecting Pecu•1 resource 

~ndOW11ent -, copper products. 

ll In the case of Peru, this approach to ldentifJ industrial 1ectors wbi~~ 
aight qualifJ for future promotion aeasur•• bas additional advantag-· ·~ 
vu argued before that stabilbatlon pollclH after 1975 bad a depr·· .:>ir 
lapact on national aartets. learlJ all industrial 1ub1ectors 1uff•c~-
1evere decline due to declining demand. Under 1uch circuastancos 
entrepreneurs (as well as public planners> faced vitb growing idle 
capacitJ do not find a&DJ indications of promising future activities in 
the national aartet. AD analJ1i1 of export performance. •speclallJ with 
respect to the siailarlJ structured aartet1 of the Andear. Pact, might 
therefore provide a valuable ladlcation of tbe future g~owth potential of 
national industrial 1ectors la a rece1sionar1 economy. 

z1 The relative income position for each countrJ 11 defined as lt1 CNP per 
capita as a percentage of us CWP per capita. 
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TABLE 11 

SECTORAL POLICY TARGETS 

SITC 3-Di.git 

tuor.g/Yuts 

l. Crou~ ?ro~ucts 

Peru 

CMS-Analysis (1) 
Actual export growth 1ector1 

(?eru'• 1. Stage) 

611 Lu:.her 
631 P!)-.:ood and veneer• 
633 c~rk r..a~ufactures 
651 Yarn and :hr.ead 

production 
652 ~oven cotton fabrics 
656 Tex:ile preducts, nes 
661 Ceoent building products 
682 Copper prod:.icts 
687 Tin prot!u:ts 
831 Travel goods and handbags 
8l.1 Clothing, except fur 
851 Foo:wear 

2. Crouo Prod;Jcts 

612 Leat~er oanufactures 
613 Dressed furskins 
629 R~bber ar:icles, nes 
632 ~cod ~•n~!actures, nes 
642 ?aper ar:icles 
653 ~~v~n r.on-cott~n fabrics 
65~ Lace and ri~~ons 
65~ Sp~ci•l tex:ile products 
657 Fl~or coverings 
662 Clay ~uilding products 
665 Clusw•re 
666 Potte::y 
671 Pig iron 
672 Iron and steel in1ot1 
6i6 Steel ralls 
681 Silver and platinWll products 
685 Lead prot!~cts 
686 Zinc prot!ucts 
689 Son-ferrous metal products 
692 ~etal con:ainers 
69J Son-ele~tric wire 

p:-oducts 
694 ~ails and 1crev1 
696 Cutlery 
697 3ase eetal household 

equip~ent 

651 

652 
656 

682 

841 
851 

657 

665 
666 

681 
(685) 

Peru 

Po:ent!al exporc 
growth sectors (2) 

(?cru's 2. Stage) 

631 
633 

687 
831 

612 
613 
629 

642 
653 
654 
655 

662 

686 
689 
692 
693 

694 
696 
697 



table 72 (continued) 

698 Metal canufactures. ne1 
723 Electric.distribution 

cachinery 
724 Teleco::=~nications 

e~~ip~ent 

733 Road r.o~-ootor vehicles 
735 Ships and boats 
8~2 Fur clot~ing· 
863 Develope~ cineca film 
864 Yat:~es and clocks 
89: ~usica~ instr1.0.~ent1 

892 ?rir.:e~ :a::e= 
894 Spor:ir.g ioo~s 
897 Co~d ar.d silver 

je~eiry 

899 O:~er =anu!acture1 
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892 

897 

698 
723 

724 

735 
842 

864 
891 

894 

899 

(1) Pro~ucts vith successful export performance between 1975 and 1980. 

(2) Possible grovtb sectors a=e those whose production possibilltlt1 
are not ~uestioned by present indications to the contrary. 

Source:· Tuong/Yeatl (1980: 538). 

CHS-Analysis prepared by UNIDO. 
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MANUFACTURED EXPORTS AND IMPORTS IN 1182 

SHARE OF MANUFACTURES 
IN TOTAL EXPORTS 

PERU 
COMPOSITION OF MANUFACTURED 

EXPORTS 

DESTINATION OF MAJruFACTURED 
EXPO~ 

Manufactures 
. .--13.9% 

Non-ferrous metals 
43.0% 

Petroeum products 
Other 
86.lJ 

SHARE OF MANUFACTURES 
IN TOTAL IMPORTS 

Manufactures 
77 .BS 

Other 
22.2% 

15.7% 

Clothing, textile 
yarn and fabrics 
12.5J 

Other 
28.8% 

COMPOSITION OF MANUFACTURED 
IMPORTS 

Transport equipment 
15.4S 

Chemicals 
13. 5% 

Non-electrical machinery 
24.4% 

• 

USA 
38.2~ 

Developing 
41,. 9% 

other deYeloped. 
4.3% 
Japan 
0.8% 

EEC 
10.7% 

l:' 
VI 

ORIGIN OF MANUFACTURED 
IMPORTS 

• 

lEC 
19.8% 

Developing 
18.3% 

CPDCB 
---0.1% 

' Other de-reloped 
12.3% 

Japan 
15.8 



(a) Teztll• and related product• 

Peru ba• been a long-•landlng producer of blgb tualllJ cotton, and •h• 

•ur•lJ l• one of lb• leading producer• of •peclal wool product• <llaaa, 

alpaca). ••verthele11, onlJ alnor growtb rat•• for tb••• product• were 

acbieved on tbe international aartet (1975-1980). ••gatlv• •ign• for tbe 

product coapo•ition and lb• aartet coapo1ition effect• ln lb• OIS 

analJ•l• (except ln the ca•• of wool> ••ea to indicate tbat unfavourable 

world aartet condition• and development• in lb• particular export aartet1 

are partlJ re1pon1ible for tbi• r••ult. 

A loot at lb• proce11lng ••Glor reveal• a coaplex picture. lzporl• of 

textile rarn and thread (651) aad woven cotton fabri~• (652), :be 

tuantitativ•lJ ao1t iapc.rtant textile •ub•ectors, evclved dJnaaicallJ. 

So did ••ctor• 655 (•peclal textile fabric• and related product•>, 656 

(aade-up article•, aalnlJ or cbieflJ of textile a.1terial1, n.e.•.> and 

657 (floor covering•, tape1trie1 1 etc.), vbicb are of ainor tuantitatlve 

laportance. SITC 653 (teztll• fabric• other than cotton> •bowed l••• 

dJn&al•• compared to the other 1ector1 of lhl• group. 

Textile Jarn and thread production bat been lb• ao1t laportanl ••ctor le 

tbis subgroup (adding aor• lban 68 per cent to the ••ctor growth) 

followed bJ woven cotton fabric• (adding 27.6 per cent). Both products 

were exported nearlJ ezclu1iv•lJ to indu1lrialized counlrJ aartets (91.7 

per cent and 9•.3 per cent>, the aajor iaportert in 1980 being Austria (a 

countrr tbat received no Peruvian ezportt at all in 1975> and lb• USA 

re1pectivelJ. Tb• remaining exports to LDC• nearlJ all vent to Chile, 

Bolivia and lcuador, tbu1 showing a strong regional orientation. The Jet 

relatlvelJ unimportant SITC-group 657 (floor coverings, tapestries etc.) 

reveals an alao1t identical regional distribution <with lb• USA again a1 

tbe aajor laporter). 

OD th• otber band, tbe export aarkets of teztil• fabrics other than 

cotton (653), and - even aore pronounced - •peclal teztll• fabrics and 

related products (655), and aade-up articles (656) are to be found 

predominantlJ in Latin America (89.7 per cent and 95.1 per cent). While 

Argentina bas been an laportant aartet for export• of textile fabric• 



other tban cottoD (24.7 per cent>. lb• reaainiDg •ubcategorl•• w.re 

ezported ezclu1lw•lJ to Andean Pact ..-her• and Chile. Tb• lacking 

dJnaaiaa of lb••• ezport aart•t• 11 reflected lo negatiw• (655. 656) or 

onlJ allgbtlJ positiw• aartet c011PO•ition effects of th••• ~roduct1. In 

wlev of lb• persistent econoaic probl ... of most countrle1 lo lb• reslon 

and lncrea1ing coapetltlon fraa soutb-Ka1t &1lan producer• a rapid 

ezpan1ioD of such ezport1 doe• not appear to be probable despite Peru'• 

advantage of geograpbic prozlaitJ to tb••• aartet1. A re-direction of 

ezports towards more rapidlJ growing aartet1 lo tbe developed countries 

would re~uir• prior efficlencJ lncrea1e1 lo parts of lb• 11ntbetlc flbr• 

lndu1trJ. However, even if tbl• objectlY• were acblewed, ~•ro or eyen 

negative product coapo1ltlon effect• ln tbl1 group of products indicate 

that tbeJ ezpanded onlJ moderat•lJ lo world trade. 

AD iaportant strategic factor for lb• atlaulatlon of tbe teztile lndustrJ 

11 it• direct lint to clothing production. Tb• clotbing induatrJ (841) 

registered a reaartable up-awing of ezports lo the period under 

con1ideratlon. 93 per cent of tbl• ezport growth bas to be attributed to 
1/ 

increa••• of coapetitivene11.- A loot at tbe countrJ dl1tributlon of 

exports reveals tbe growing iaportance of regional aartets. OnlJ 33.2 

per cent of tb• incre .. nt of ezport1 can be attributed to growing 

industrialized countries' laports, while 66.8 per cent of total ezport 

incr•••e was accounted for bJ growing laports bJ other Lallo Aaerlcan 

countries. 

To own up, textile and clothing production are of ut.ost laportance lo 

Peru today. Products u1lng natural fibers appear to bave especially good 

chance• to keep and increase coapetltlvane11 on lb• world aartet vitbln a 

abort time period. Also due to tbelr quantitative laportance, these 

product• present an ezceptionallJ proai1lng target for sectoral policy. 

!I As empbaslred before, tbi• do•• not nece11arllJ laplJ a genuine increase 
in competltivene11 at tbe plant level. 
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Poller reca1199ndatlon1 to oYercc.e pre1ent probl ... and 1tlaulat• long 

run 1rovtb ln tbl1 ••ctor are pre1ented ln chapter 3 (aalD document> and 

1umaarl&ed b•r• under polnt 3. 

(b) C~pper product• 

Copper eztractlon ba1 alva11 been of ut.o1t laportance for lb• Peruvian 

econoar. Till• l1 underlined bJ lb• fact. lbat SITC 1roup1 682 <proc••••d 

copper) and 283 <or•• and concentrate• of ba1e 11etal1) repre1ented aore 

tban 55 per cent of total ezport1. Thelr cmablned grovtb between 1975 

and 1980 accounted for more tban •8 per cent of total ezport lncrea1e. 

It va1, bovever, below tbe average grovt.b rate of ezport1, re1ultlng ln a 

decline of lb• 1bar• of copper ezport1 ln total ezport• to about •1 per 

cent ln 1980. CllS-coefficlent1 are divergent ln prcduct coaposltion 

effects (SITC 282 <lron ore> reveals negative values wblle tbo1e for 

processed copper are 1ligbtlJ po1ltlve>, but unlforalJ positive in aartet 

coaposltlon. Tbi1 lndlcate• that tbe lack of dJnaal1a of tbe1e products 

ln world trade vas parllJ coapen1ated bJ ezportlng to aore d1naalc ezport 

aartet1. 70.2 per cent of ores and concentrates ware ezported to 

lndustrlallzad countries, one tblrd of wblcb (26.1 per cent of tbe total) 

va1 accounted for bJ lb• USA. Tb• aost laportant LDC-laporter v~s Bezlco 

(21.• per cent>. Tb• ezport coefficient• of processed copper (SITC 682) 

1hov a nearlJ identical geographical dl1tributlon: 70.8 per cent going 

to industrialized countries, about 90 per cent of tbe reaaining ezports 

going to the 110re advanced developing countries. In tbe case of 

processed copper, 3apan replaced tbe USA a1 the leading laporter, while 

Bra&il ... rged as tbe aajor Latin .a.erican laporter. 

Tb• concentration of copper esport1 on industrial and relatlvelJ advanced 

developing countries reflects that the use of copper a• an input for 

consumer and inve1tment goods ls fairlJ lialted for the aajoritJ of tbe 

developing countries. A• producers generallJ bave to gain ezpericnce in 
1/ 

the local aartet before becoming internationallJ coapetitive- , Peru at 

!I This point vas first rai1ed bJ Linder and later affirmed bJ Yaaa&ava for 
tbe ca1e of Japan. 
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lt• present •tage of developaent •a• neither especiallJ proaising local 

nor international precondition• to use proc••••d copper for aore 

•ophistlcated aanufacture1 on a larger •cale. Thi• lead• to the ~uestlon 

wbetber •tlmulation of the fir•t •lag•• of copper proce11ing reallJ i1 a 

proalsing pollcJ target for Peru. On the one band, it can be argued that 

copper proce1slng ls accoapanled bJ a weight reduction of about 65 per 

cent, wbicb result• in a aore tban 5 per cent gain on processing costs 
l/ 

due to diainisbing freight cost1.- In addition and aore laportant ln 

tbe long run, technical progres1 ••ea• to be working towards a 

concentration of eztractlon, refineaeot and proce11iog activitlea in one 

place, 1ince nev and bigblJ efficient continuous aetalcaating proce11e1 

require integrated production units. OD the other land, these proce11e1 

need relatlvelJ aore capital and do not provide large stiauli to the 

ecoDOllJ in teras of forward linkages and .. plo:raent creation. 

Tbe1e arguments suggest that lo the long run, Peru can verJ well be a 

coapetitlve supplier of copper at different stages of processing. As the 

copper sector actuallJ l1 of ut.o1t quantitative significance for Peru's 

ezport performance, a verJ careful evaluation of tbe future trends ln the 

world copper aarket acd its role vitbln national development plans ls 

neceasarJ. If national producers keep up vitb tbe technological 

development ln tbls sector, Peru should be able to defend its position as 

one of the world'• leading producers. In tbl1 case, however, the 

provi1ioo of adequate invest.lent conditions, rather than ezport 

subsidization of processed copper 1bould be the leading principle for 

econoalc pollcJ. 

Another l11ue to be conaldered ls the scope for further ezpanslon of 

copper production in view of tbe uncertain sltuatlon on the world copper 

aarket. It ha1 been e1tlaated, tbat on th• ba1l1 of the inveatment plans 

ezl1tlng ln 1979, Peruvian copper production will lncreaae between 5 and 

5.5 per cent J•arlJ until 1990. Selling tbls increase on the world 

aartet would result in a conaiderabl• increaae of Peru'• world aarket 

share, even if eztr ... 11 bigb forecaats of lb• 

!I Se• ladetztJ (1976). There 11 no sucb effect, however, if bliater 11 
transfonaed into refined copper. 
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1/ 
developeent of world deaand for copper tfOuld be reallEed.- It aigbt 

be •'~J dlfflcult for Peru to ral•• ••r world aartet abar• conalderablJ, 
21 

wbil• DMI copper project• (e.g. Phillppln•• and Papua •ew Guinea)- add 

to world ezce11 aupplJ of copper. Cbil•, one of th• world'• 801t 

efficient copper prot·•cera, i• al10 aaking great effort• for attaining an 
3/ 

even 1tronger po1ition on th• world aartet.- Both, a generallJ too 

con1ervatlve evaluation of tbe 1ub1titution potential ln tbe energJ 

aarteta 1tiaulated bJ rlalng oil prices (which in turn affected 

copper-bated lndustrl••> and the per1isticg econoaic down-swing in th• 

indu1trialiEed countries, contributed to the creation of actual 

international ezcess capacities. sven if the weak growth perforaance of 

tbe indu1triallzed countries can be corr•cted within due tlae to be 

followed bJ a new and lasting growth period, tbe (probablr diainlsbed) 

lncmae ela1ticltr for copper would reduce the scope for ezpan1ionarr 

policie1. Taking additionallJ lnto account that new integrated 

productio~ unit• need large capital inves~.aents without providing verJ 

proai1lng 1tiaull to the econoar in teras of forward linkages and 

eaploJment creation, a reformulation of Peruvian copper poller aigbt be 

con1idered. Vitbout doing hara to alneral production and ezport 

capacitr, tui• could release considerable financial reso"rces which algbt 

be u1ed to reactivate 1ectors vltb a blgber linkage and !taploJaent 

creation potential. 

In 1umaary, tbe size of this sector and the present £ltuatlon on the 

copper aarket aake the foraul~tlon of a aectoral poller package a hlgblJ 

laportant, but equallr difficult task. There aurelJ ls some scope for 

the ezpanslon of copper production ln the aedlum and long run. Yet, tbe 

draaatic development on tbe world copper aarket and the increasing 

iaportance of 1ub1tltute1 since 1979 call for a careful evaluation of the 

future role of the copper sector. 

!I ror these figures and other valuabie cOlllllents on the aineral sector, see 
Dannert, Alfredo, lconomla Kln1ra, Llaa 1981. 

ll Vltb considerable tran1port cost advantage• on the South-East Asian 
growth aarket1 including Japan. 

11 S•• LA leglonal leport1, Southern Cone, Sept. 7, 1984. 
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(c) Pootveaf 

tbi• l• one of tbe traditional labour-lnten1iYe 1ector1. rhe out1tanding 

growth perforaance of tbi• 1ector (ezport• grew froa alao1t zero ln 197S 

to US S7.897,000 ln 1980), and a (alightlJ) po1itive product coapoailion 

effe~t seem to lndic&te a proaislng potential for Peru. However. 

footwear ezportr were directed nearlJ ezclu1ivelJ to Latin .a..rican 

develop!og countrie• (84.1 per cent>, of vbicb Bolivia alone received 

about one tbird. Another slgnlflcant laporler lo Latln America la 

Argentina, wblcb ha1 herself been • strong coapetltor in thi• sector. 

While the futured Peruvian ezport1 to Argentina l• uncertain, lb• verJ 

strong performance ln r•gional and Andean Pact aartets aight be a ~ign 

that the sector vlll lncrea1inglJ prove lts vlabllltJ on tbe world 

aartet. In fact. tbe production of footwear •till contains a relativelJ 

bigh 1bare of labour ev~n ln ind1;1triall&ed countriea. Therefore. the 

prospects to successfullJ promote this branch within a prograimae for 

econoaic reactivation appear lo be ~uite promising, lf the lndustrJ ls 

provided with inputs at reasonable prices. 

2.3.3.2 Sectoral PolicJ during the Second Stage 

Tbe aecond generation of export 1ectors will have to be apread over an 

lncreasinglJ wide range of aanufacturiog branches. wherebJ the 

labour-lntenslve products are not &DJ 90re ldentlcal vitb whole sectors. but 

rather vitb subsectors or even 1ubproce1se1. A.gain we can draw on the 

Tuong!Teat1 cla11ification to aupport thla fact and to get a first idea of 

tbe probable direction, which the ongoing development process will take. The 

nuaber of 1econd group products ezceeda that of the first group yroduct1 bJ 

more than three ti .. s. 

Although Peru ha1 started industrial production for the international 

aartet onlJ recentlJ, ahe bas alreadJ 1ucce11fullJ ezported a ownber of 

products belonging to the second generation: 6S7 (floor coverings>. 665 

(glassware>. 666 <pottery>. 681 fsilver and platinum products>. 892 (printed 
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l/ 
aatt•r> and 897 (gold and eilver jevell•rJ).- Sacb of tb••• products baa 

been discussed ln more detail ln lb• aain report. 

Tbe Peruvian ez~rlenc• indicate• tbat •ubatantial entrepreneu~al talent 

and stilled labour do ez!at in Peru, which allow entrr lnto tbe international 

aartet vitb alreadJ more eophiaticated products, when accoapanied bJ ezport 

supporting policies. In addition to tbe alz ••cond group product• wbicb 

alreadJ proved to be successful ezport lt .. 1, D•a~lJ all of tbe other ••~ond 

group products will becoae feasible for Peruvian flnu ln th• .. dlua tena. A 

closer loot at th••• branch•• reveal•, that their production proc••••• are 

relatlvelJ heterogeneous and that th•J do not ezcluaiY•lJ relJ aDJ more on 

cheap and unat:lled labour. out of th•••, five branch•• ••ea to be 1peciallJ 

promising, •inc• th•J bave gained 1ome ezport ezperienc• already, although 

tbe absolute value of their ezporta baa been relativ•lJ saall: woven 

non.-cotton fabrics (653), tin products (687), base .. tal bou1ebold equipment 

(697), travel goods and handbags (831), anJ •porting goods (894). 

It aay be auggeated, therefore, that the learning period n9ces1ary to 

,_,itch auccessfullJ froa the first to the second stage of sectoral policJ can 

be tept relativelJ abort !o Peru, once tbe grovtb process ls under vaJ. 

Actual policJ planning could indeed be conceptualized i~ such a vay that the 

problems involved in both strategies are attacked at a ti8e (tbough due 

attention ha9 to be paid to the sequential haracter of botb). The support of 

traditional sectors (such as leztile and footwear) and new growth sectors 

stould be accompanied bJ a simultaneous reforaulatlon of the policies 

regarding foreign direct investment and other possibilities to transfer 

technology on a general basis. 

!I Actual export growth sectors in Peru as identified through CBS-analysis, 
which at the a&lll8 time belong to the 2nd Group Pro1ucts of Tuong/Yeats. 
SITC group 685 (lead products) ls not included here because of poor 
grr.wth chances (see CMS-analysis, malo report}, c.f. lable 11. 
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Ind~1trlal Poller and the Role of •atlonal Karket1 and the Andean 

llarket Integration 

It ha1 been .. pha1lE•d that a viable modern lndu1trr cruciallJ depends on 

large aartet1, not onlf to achieve economi~• of 1cale, but al10 because a 

coaplez net of coapl ... ntarf lndu1trle1 11 aece11ar1 to provide lnput1 and 

1peciallEed 1ervlce1 for each other. Tb• aartet for end product• ba1 to have 

a ainiaua 1iEe, but the far .ore specialized aartet1 for dlver1e input• a1 

well. Thia prerequl1ite for lndu1trlal growth would be aet l ... diatelf, lf 

P•~u could open up to the world aartel without problea1. Since thl1 11 not a 

Yiable option ln the 1bort and aedlua run, and big aartet1 are •till urgentlJ 

needed todaf, the integration of Andean aartet1 can be an laportant waf to 

resolve tbi1 dile .. a. 

Tbe ezperlence of the 1975-80 period revealed that the provision of 

laproved acceu to tbe1e aartet1 indeed bad a atrong impact on ezport grovtl1 1 

and lt went band in band with tbe development of a relativelf diversified 1et 

of lndustrie1. lxports to the other Latin &aerlcan countries 1bov quite 

1iailar tendencies (e1peclallJ ln the ca1e of Chile, but not ao for B~azil!). 

There appears to be little doubt therefore, that the reglonallzati~n of 

aartet1 bas a po1itive lapact on ezport1 and th• national 1cale of 

production. Th~•. liberalization efforts within the region 1bould be 

continued to further stimulate the integration process. 

However, even a wbollJ-inlegrated Andean llartet cannot 1ub1tltute for the 

world aarket. Rsther, lt will be a verJ helpful element on the war to 

economic aaturation, wblcb la •ddition requires the observation and 

exploitation of what the world ~arket offer• for developing countries. In 

practice, this means that there is scope for local indu1trie1 to find 

additional markets within tbe Andean countrie1. It aust be avoided though, 



that lntegratlon poller l1 deprived of lt1 advantages and l1 onlr perceived 

a1 a poller 1u1talnlng laport 1ub1titution on a larger 1cale. Pollciea ai .. d 

at Andean aartet integration 1bould 1trlve on lb• one band for a ComllOD 

11atea of trade barriers and ezport incentive• Yl1-a-vl1 third countries 

(which could be oriented &long tbe lln•• of national policies 1uggeated 

b•r•>, and on th• otber band for a rel&zation of lb• lnterreglcnal industrial 

planning 1ch ... a coablned with a more open poller toward• fore:.gn technrlogr. 

2.3.5 A Poller Fraaewort for Sectoral Poller 

In tbe prev\oua 1ection1 tbe laportance of international aartet1 for the 

development of a viable doaeatlc industry baa been 1tre11ed. lapba1ls was 

put on tbe neceaaitJ to ralae the productlvltJ of lo~al lnduatrles as ~ulcklJ 

as possible to gain acce11 to the world aartet. It la at tbe core of Peru's 

development problea, that th• baa to r•lJ on the world aartet Claporta, 

tecbnologJ) now to stimulate national growth, while competitiveness vlll onlJ 

be gained lo later periods. Tbl1 'lag' problea bas laplicatlons for the 

design of lnduatrlal pollcJ. 
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l!eort1 

Tbe a&ln Peruvian ln1truaent for e1port pr090tion ba1 been the 10-called 

CBITII 111t .. (Certificado de Reitegro tributario>. vhicb i1 a tax refund 

•J•tea based on tbe price of tbe final product. CIRTKX r•tea bad be£c 

reduced :onsiderablJ after 1980 but rose again in 1984 to a aa1iaua of 35 per 

cent of r.o.B. value (Decreto 291). Tbe export promotion scheme va1 

1ucce11ful in 1tlaulating non-traditional e1port1 during the 1975-10 period. 

Its aain weakness lies in its application to tbe product pr!ce ratber tban 

net value added. Thus, in IOll8 ca1e1 product• with a minor national value 

added content receive a ver1 high effective 1ub1idJ (i.e. a1 a 1bare of value 

added). Al a con1equence, further processing <i.e. adding to national value 

added) i1 relativelJ di1criainatert again1t. £nother problea aigbt be 1een in 

tbe unconditional provision of alditional CBRTKX for producers outside the 

Greater Liaa Area (Decentralizzation CllTB:I), vhicb is partlJ subsidizing 

those productions vblcb for various reasons bave to be located out1ide tbe 

Betropolltan area anrwaJ. 

However, tbe restructuring of the whole 111tem to a value added basla a&J 

not be advisable now. A new 1cbeae baaed on value added data is more 

coapllcated as it would not onlJ need to consider tbe value added generated 

bJ tbe producer of the final e1port goods, but also tbe d01De1tic value added 

generated bJ otber producers in the bactvard-proceaaing chains. In addition, 

in tbe short tera it would have adverse effect• on tboae industries which 

built upon the present 1cbeae during the last decade. To avoid further 

turbulences in the given lncenclve 1cheae CBRTKX abould not be changed except 

for a conditioning of decentralization CIRTB:I and the introduction of a 

alnimum value added content (e.g. 20 per cent). These measures would not 

have &DJ negative 1!~a-effect1, but th•J would effectively binder tbe 

exploitation of 1ub1ldie1 by tbo1e industries with a very low degre& of 

processing and diainiab tbe bias again1t further processing iapllclt in the 

111tem. In the aediWD and long term, bovever, it ii advisable to shift the 

1y1tam of export incentives from direct e1port subsidization l~ovards 90re 

~ndirect incentive•, which would increase the efficiencJ and t;bu1 the 

international coapetitiveneas of exporters. Measures of this kind are videlJ 

applied by the ladu1trial countries and are generallJ considered to confil"ll 

with CATT 1tandard1 (these i11ue1 will be dealt with in more detail lo 

chapter 3.3.2). 
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Iae<>rt1 

le1tructuring l11p<>rt1 to provide tbe 1cope for national lndu1trial grovt.b 

l• a far 80re coapllcated task than •ub1ldl&lng •xport1. One of the lnltlal 

l11ue1 of laport 1ub1tltutlon policies l• that the protection of national 

aartet1 effectivelJ di1criainate1 againat tho•• producers, who u1e protect•d 

input• in export production. One pos1iblitJ to •olve thi1 problea i1 the 

iaple .. ntation ol draw-back scheaes, which enable exporter• to purchase 

lnput1 for tb• production of export good• at world aartet prices. Al oppo1ed 

to tbe direct aub1idizatien of •~port1, a gr~ater reliance on draw-bact 

achemes would reduc& the ri1t of countervailing action• being taken bJ 

iaporting countries. 

The actual •J•tem of export prOltOtion in Peru give• to exporting 

companies tbe option to either benefit from tbe full CBRTEX incentive on the 

aales price of the export good, but having to paf the full import tariff on 

interaediate inputs, or to benrfit from the draw-back acbeme for iaported 

inputs, but receiving tbe CERTEX incentive on the domestic value added 

component of the export good onlJ. Peruvian exporters largelJ give 

preference to the first alternative, and indicated lo interviews conducted 

during the field ai1slon, that complicated and tlme consuming administrative 

procedures aade the draw-bact-•chemes in terms of a reduced rist of foreign 

countervailing actions it i1 recoanended to loot into possibilities to reduce 

these problems and thus to aake the draw-back option aore attractive to 

exporters. 

Te:hnology Transfer 

Technology policJ (as discussed lo detail before> •bould aim at 

exploiting 1uperior foreign tetbnology to Peru's own advantage. Tbis task 

cannot be mastered without intensive contacts and co-operations with 

Trans-National Enterprises lTNE's) and industrialized and newlJ 

industrializing countries, which will trJ to bargain for a maximum 1hare of 

incremental income for th£&1elve1. It is, however, exactly tbe intensified 

link of foreig~ technology and favourable local conditions for production, 

vhicb will create additional 1ources of income in almost any case, so that 

each party should end up in a better position than before. Once a 1et of 

rules is established that allows a minimum participation lo the growth 
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proc••• for all parll•• lnYolYed, th• moil ••rlou1 ob1tacl• to further 

co-operation l1 ellainated. Tb• de1ign of pollci•• aiaing at th• pr0Yi1ion 

of reliable and co-operali•• condition• for foreign enterpri1e1, licence 

~older• and lnve1tor1 1bould be a.ong tbe flr1t 1tep1 foraulating 1ectoral 

(and general) econoaic policJ. As a general rule lt aaJ be •ugge1ted, that 

nece11arf obligation• laposed on foreign econoaic agents can be tbe aore In 

favour of Peru, the aore reliable th•J are. Thi• does not ezcluda that the 

rule• for new foreign enterpri1e1 can be hardened, once a 1u1tained growth 

path ls obtained and tbe local aarket gain• iaportance for foreign~~•. •• for .. 
ezaaple ln the ca1e of Brazil. 

IY. Tbe Teztile Indu1trJ 

J.l structure,-Perforaance, and Characteristics of the Teztlle InduslrJ 

Tbe teztile complez includes the production of J&rns on the ba1i1 of 

aan-aade and natural fibres, of knitted and woven fabrics, of aade-up teztile 

products <all of these are incorporated ln ISIC-321) as well as of apparel 

(ISIC-322). 

Spinning and weaving are tbe aost laportant 1ub1ectors accounting for 52 

per cent of eaplo,.ent and 63 per cent of gross output of the teztlle complez 

(1ee Table 12). It 11 notewortbJ tb~t the average 1lze of a a!ll (aeasured 

a1 number of .. p101ee1/enterprl1e) 11 rather 1aall - 78 eaploJees In 1979, 

notwithstanding the fact that IOID8 companies are 1ubstantlallJ larger. The 

garment indu1trJ ls aainlJ a 1mall-1cale industrf vltb an average size of 18 

eaplo1ees per factorJ in 1979. 

The production of teztiles (ISIC-321) ezhibited a •arflng performance 

during most of the seventies (see Table 13). After the peak production ln 

1979, bovever, it has been declining In absolute terms. Spinning and weaving 

(ISIC-3211) registered strong grovth ln the second half of the 1970'1, 

whereas tnittlng (ISIC-3213) as well as apparel production (ISIC-322) 

drasticallJ declined between 1975 and 1979. However, the decline lo output 

of officially registered companies went band in band with an increase of 

gannent production in the informal sector. Apparent consumption of all 

teztile articles (Jarn, fabrics, and gannents) declined froa •·• kg per 

capita in 1975 to 3.2 kg per capita in 1981 <see Table 14). 



T A B L E 12 

PERU - TEXTILE 

Industry Structure (1979) 

Code Number of Output V•lu• Added 

Sub sector (ISIC) Enterpri1e1 Einployment (Billion aole•) (Billlon·aola•) 

Yarn• 
3211 320 2S, 136/(S2.0%) 129.3 (62.S%) 56., (66.61) 

Made up1 3212 SS 1,488 (3.t%) 4.5 (2.21) 2.1 (2.5%) 

Knitted Fabric• 3213 343 6,233 (12.9%) 37.3 (18.0%) 13.4 (15.8%) 

Rug•. etc. 3214 12 332 (0.7%) 1 .9 (0.9%) 0.4 (0.5!) 
"" 

Cords 3215 15 310 (0.6%) 2.6 ( 12.%) 0.9 (1 .01) 
OD 

Other11 3219 18 306 (0.6%) 1.2 (0.6%) o.s (0.5%) 
. 

Catwentl 3220 802 \4 ,504 (JO.OZ) 30.2 (14 .6%) 11.2 en. 11> 

TOTAL 
48 ,309 (100%) 207.0 (100%) 85.2 (1001) 

Source: World B•nk (1982: Table 2). 

-
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TABLE 13 

INDEX OF REAL OUTPUT IN THE TEXTILE INDUSTRY 

(1973 = 100) 

tear/ISIC 321 322 3211 3213 

1970 18.7. 78.4 84.S 101.7 

197' 101.s 90.1 98.7 105.2 

1972 98.S 101.1 95.9 107.7 

1973 100.0 1.00.0 100.0 100.0 

1974 101.4 111. 7 102.3 98.3 

1975 103.S 110.8 101.8 105.4 

1976 110.3 102.5 113.3 96.5 

1977 97.8 92.2 103.2 75.8 

1978 106.4 73.4 117.S 59.6 

1979 113.4 68.2 125.4 61.2 

1980 108.0 M.A. N.A. ti .A. 

1981 107.9 N.A. N.A. N.A. 

1982 100.2 N.A. N.A. N.A. 

1983 87.7 If.A. N.A. N.A. 

M.A. not Available 

Source: Abugattas and Zamalloa (1982) 
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T A B L E 14 

Apparent Consu.~etion of Textile Fibers 
(Thousand Metric Tons)!/ 

'973 1974 lt7S 1976 1977 1978 1979 1981 
Cotton 

tarn Production 31.1 32.0 . 35.1 37.0 42.4 46.4 S1.7 47.1 

b'port2 ( 1.;3) ( J.?) ( 0.9) ( 2.4) (10.0) (15.S) (18.1) (33.0) 

tmport2 0.3 0.3 

Appatent Consumption 29.8 28.8 34.S 34.8 32.4 30.1 33.6 24.6 

Synthetic & Artificial 
Fibers 

Production 15.4 19.2 21.1 27.1 24.8 26.1 29.1 32.0 

Export3 ( 2.3) ( 2.3) ( 1.2) ( S.2) ( 8.4) (10.7) (10.4) (10 •. 3) 

Iapor~3 1.1 3.6 3.5 2.4 2.lt 2.4 3.7 

Apparent Kill 
Consumption 20.8 20.S 23.4 24.3 19.2 17 .7 18.7 2S 

Vool & Alpaca 

Production 4.8 S.2 5.2 6.6 6.S 6.7 6.7 6.8 

Export 4 ( 2.6) { 1.6) ( 1.S) ( 2.1) ( 2.3) ( 2.4) ( 2.5) ( 2.6) 

Icport 4 0.8 

Apparent Consu:nption 2.2 3.6 4.5 4 • .5 4.2 4.3 4.2 4.2 

Caroentl 

Export ( 0.2) ( 0.4) ( 1.S) 

Import 0.1 0.1 
. 0.1 0.1 0.1 2.0 

Other Exports ( 2.0) ( 2.5) ( 1.6) ( 2.0) ( 2 .2) ( 2.4) ( 2.6) ( 3.1) 

Other Imports 1.3 2.2 8.0 3.8 0.7 0.6 3.8 4 . .5 

Total Apparent 
Consumetion 51 .2 52.7 68.9 64.S 54.4 50.3 57.5 57. 

Population 5 14.9 15.3 15.7 16 .1 16.5 16.9 17.3 18.0 

Apparent Consumption !17/ 3.4 3.4 4.4 4.0 3.3 3.0 3.3 3.2 

1/ Excluding jute and hard fibers 
2/ Yarn and fabrics 
3/ Staple and continuous f ilameot 
4/ Tops, yarn and fabrics 
51 Million 
6/ Kg/capita 
7/ 1977' 1978 and 1979 data for vool products and garments partially estimated 

Sou:-c!: tJorld Sank (1982: Table 68). 
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T A B L E 15 

IECENT CHANGES IM IMPORT DUTIES FOR. TEXTILE l'fE.\15 

-
It~f f ective Datt Jan. 1980 Mid 1980 Sept. 1980 Jan. 1982 

Textile fibres 60 + 10* SS 40 46 

1'aru 70 + 10* 70 60** 69 

Filament Yarn 40 46 

Fabrics too + 10* 90 60 69 

Carmen ts 120+10*+20x 100 + 20x 60 69 

•150 

* Additional Tax 
**Except Filai:ient_Yarn and Polyester 

s Surcharge for Piece Goods 

IMPORT DUTIES FOR TEXTILE MACHU:ERY 

Ite~Effective Date September 1980 January 1982 

Spinning Frames 10 11.5 

Looms 15 17.25 

Varp ICnitting - For Domestic Use SS 63.25 

Varp ttnitting - For Other Use 2S 28.75 

CiTcular Knitting for Domestic Use ·25 28.75 

Circular itlitting for Other Use 15 17.25 

Auxiliary·Eq~ipment 1S 17.25 

Source: KITI 
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Tariff• for teztll• product• were reduced 1ub1tantlallJ between 1980 and 

1982 <•••Table 15). tarlff1 of Jarn1, fabrics and garaent1 were all equal 

to 69 per cent, while laport dull•• on 111 ... nt Jarn were lower. Comparing 

tb• protective 1tructure for Peruvian teztll•• vltb that of 20 other 

developing countries <•••Table 16), the average tariff level vas not too 

different from that of aoat of the other countries, tbougb 1ub1tantiallJ 

higher tban that of lbe Republic of Korea. With respect to non-tariff 

protective aeaaures on the other band (1urcbarges, licenses, quotas, etc.), 

Peru figured promlnentlJ aaong lb• countries vltb the aost unrestricted 

laport 1tructur• (see Table 17). In contrast to the aajoritJ of the 

developing countries, Peru bad prohibitions onlJ on cotton iaports. This 

picture cbang•d though at lb• end of 1984 vitb decree •o. 24.030 which 

prohibit• the laport of specified cODDOdltis including aanJ teztlle products. 

teztile ezports grev rapidlJ between 1975 and 1980 (1ee Table 9), thus 

counteracting the decline ln doaestlc demand. TbeJ •tagnated in 1981, grew 

bJ 21.6 per cent ln 1982, declined bJ 34 per cent in 1983; but recuperated 

again ln 1984. Table 18 •hows a breakdown of testile esports bJ aajor 

categories. Although there •~lits •ome doubt about the accuracJ of these 

figures, lt ls clear that the overvhelalng part of teztile esports (appros. 

80 per cent) consl1ts of cotton Jarn and fabrics. Kore than 75 per cent of 

cotton fabrics are esportod to the USA and around 15 per cent to the IBC. 

With 1e1pect lo esport• of cotton Jarns the abare of the IBC has declined ln 

recent fears, while that of the USA bas increased <•e• Tables 19 and 20). 

lzports of cotton Jarn1 to the USA increased bJ 411 per cent ln 1981 and bJ 

67 per cent in 1982, and the respective growth rates for cotton fabrics were 

26.6 per cent and 40 per cent. While Peru's 1hare ln total US teztil• 

laports ls verJ ••all (1.5 per cent ln 1980), lt ls aucb larger for cotton 

fabrics and Jarns, 6.4 per cent and 4.7 per cent, respectlvelJ, in 1980 (see 

table 21). 

Although lt ls true, lbat ln lbe earlJ 1980s esports of cotton teztiles 
~ 

were adverselJ affected bJ ezcbange rate variations against European 

currencies and bJ protectionist actions ln the USA ln 1983, there are strong 

indications, that th• decline of deaand for national products baa partlJ to 

be attributed to rl1ing contraband aud - pos1lblJ - to end-of-season dumping 

bJ foreign supplier1. However, lb• aost laporta~t reason for the veat 

performance of the Peruvian teztile lndustrr ls lb• lov competitiveness Cvitb 
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TABLE 18 

mu - TEXTILE SECTOll 

lreakdovn of Exports by Major Categories (1980) 

(Metric Tons) 

1 Vool products 8,731 

Cotton yarn and fabrics 85,141 

Synthetic yarn and fabrics 2,283 

Synthetic Fibe~: 8,332 

Jute 759 

Carpets and rugs 780 

lnitvear (cotton) 506 

lnitvear (other) 1,771 

Carmen ts 663 

Other textile articles (cotton) 1,056 

Other textile articles (other) 493 

TOTAL 108,921 

of vhich cotton articles 86,703 

!/ Including alpaca 

Source: World Bank (1982: Table 18). 
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TABLE lq 

EXPORTS OF COTTON YARNS BY DEST1NATION; \980-1982 

(US $ FOB and %) 

1980 x 1981 % 

19,535,001 53% 14, 170,608 68% 

9,141,896 - 6,402,758 _... 

5,054,439 -- 2,885,549 --
1,1)54,439 41 7 ,693,014 --

95,136 -- 7,693,014 20% 

3,493,733 10% 3,893, 132 10% 

t,925,229 5% i,922,685 5% 

3,888,417 11% 2,192,345 6% 

6,231~821 171 9,:ms,oge 24% 

36,673,597 100% :H,539,354 100% 

1982 % 

19,610,000 37% 

7,534,735 

8,285,910 

' 13, 300,614 -- "' ..,.. 

13 t 300 t 6 "• 251 
I 

4 t 150,206 8% 

1,268,394 21 

1,223,547 2% 

10,600~000 20% 

53,433,437 100% 



T A B L E 20 

EXPORTS OF COTTON FABRICS BY DESTlNATlON, 1980-1982 

(US $ FOB and "!.) 

1seo % 1981 I 1982 I 

-
USA 32,528,096 77 41, 166,024 79 57,988,000 76 

C!'K 7 ,075,547 17 4,672,067 91 11,763,764 '6 

CERMA.NY 1,\14,324 3 907,604 2 3,245,200 4 

ITALY 3,972,082 9 2,659,795 5 5,836,800 8 

FRANCE 569,698 ' 525, 728 ' 1,503,764 2 

l'EtlELUX 150,654 ] - - 53,200 
"' "'"" 

LOUER COUNTRIES 922,263 3 304,444 - 608,000 

U.K. 264,254 - 262,291 - 516,800 

lR\~'LAND 

DENMARJ(. 82,272 - 12, 125 

OTHERS 2,474,839 6 6,346,880 12 6,049,600 8 

TOTAL 42,078,482 100% 52, 12<·,97' 100% 75,801,:364 100% 

Source: FOPEX 
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TABLE 21 

SHARE OF WORLv TEXTILE MARKET SELECTED LDC's IN TEXTILE IMPORTS 

OF US; EEC, AND JAPAN 

t. total T~xtile Import• 

-------------------------------------------
!EC us JAPAN 

LDC hr· 1973 1980 1!173 1980 1973 1980 

-------------------------------------------
India 4.0 4.8 4.3 5.3 2.2 0.9 

Bong long 3.8 2.1 6.5 5.3 3.1 0.3 

South lorea 1 .2 2.1 1.5 5.1 14.6 22.7 

Brazil 3.2 3.1 1.9 3.9 0.9 o.s 
Colombia 0.7 0.6 0.8 1.0 0.3 

•• It. China 2.3 3.9 0.7 6.0 7.8 15.9 

PERU --- 0.04 0.5 0.08 1.54 0.05 0.013 

-------------------------------------------
II •. Imports of Cotton Fabrics 

-------------------------------------------EEC us JAPA.., 

LDC Exp. 1973 1980 1973 1980 1973 1980 

-------------------------------------------
India 10.9 7.0 10.7 7.6 6.4 2.9 

.long long 8.7 4.6 21.1 17.6 5.0 0.2 

Gouth Korea 1.2 2.4 1.6 6.2 11.6 8.6 

Brazil 5.1 3.5 2.9 1.0. 1.8 0.01 

toloobia 0.9 1.1 2.3 2.8. 0.8 

P.R. China S.8 7. ~ 2.3 10.3 17.6 39.9 

PERU 0.07 0.4 0.26 6.4 0,08 0.009 

-------------------------------------------
III. Imports of Cotton Yarns 

------------------..-------------------- ·----
EEC us JAPAN 

LDC Exp. 1973 1980 1973 1980 1973 1980 -- - - - - - - - - - - - - - - - - - - - - - - - - - - - -- - - - - - - - - - - - - -
India 1.9 0.9 0.7 0.01 

Hong long 1.9 0.2 0.01 0.01 1.1 0.01 

South Korea 0. 1 0.2 0.2 1.7 22.7 77 .2 

Brazil 13.2 10.S 25.0 0.4 0.4 1.9 

Colombia 3.8 2.7 10.0 0.2 0.1 

P.R. China 0.4 0.9 0.2 4.7 2.8 

PERU 0.03 1. s 0 .14 4,7 0.04 0.4 

-------------~-----------------------------
Source: Paus (1984), 
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tbe exception of cotton 1beetlng and drill>. Bence it i1 coat c011petitlwene11 

and (in tbe abort run) contraband that are tbe prlaarr probl ... to be 1olved. 

Another iaportant problea i• to be .. ntloned. Tit• drastic decline ln 

textile export• froe us 1281 alllioa ln 1982 to US $186 ailllon la 1983 bas ln 

part been the result of the reduced internal cotton 1upplJ due to the weather 

conditions ln the cotton growing areas. Tb• textile lndustrr was not allowed 

to aate up for the 1hortfall of an e1tlaated 20,000 ton• of natlonallJ 

produced cotton through iapo~t• with the rea1oning that the laport of cotton 

would or could have led to an infection of Peruvian cotton cultlwatlons bJ tbe 

"Cusano Rosado" (led Vora). However, cotton could have been fuaigated prior 

to iaportatlon or lt could have been proce11ed a1 far as carding and then 
l/ laported.- ClearlJ, natural disaster• (droughts and floodicg) in tbe 

cotton 1ector ahould not be allowed lo 1pill over into aan-aade daaage for the 

teztlle lndustrJ. 

For the last two fears lack of llQuiditJ bas been an aggravating factor 

for textile producers selling on the lrternal or international aarket. The 

decline la producti~n. tight ao~etarJ poller, and large invest.eats (in some 

companies> bave resulted la a 1hortage of working capital, financial losses, 

and foreign debt. 

3.2 ProductivitJ, Tecbnolo;J, and Cost Structure 

3.2.1 Competitiveness 

According to a comparative 1tudJ of the textile lndu1t:J ln Peru, the 

Republic of lorea, the Province of Taiwan, Bong Kong and Bra~il, prepared in 

!I It has to be noted that the zone of Plura ls already infected vitb a 
plague of "Cu1ano Rosado" and that its arrival cannot be attributed to 
the importation of raw cotton. This pest can be carried on vegetable 
seeds and lt 11 thought that the larvae bave arrived in Peru in this 
vay. Since tbe 'Cusano Resado' ls spreading rapidly, it 11 verJ 
important that prompt measures are taken to stop furtner expansion o.~ the 
plague and eventually eliminate i~ .. 
There bas al10 been a sharp incre••e in the cont&Jllination of Peruvian 
cotton attributable to fanners re-using their fertili~•r bags when 
gathering the cotton and to the trpe of plastic material used for tbe 
baling of the cotton. 



T A B L E 22 

COST COMPARISON* OF TEXTILE PRODUCTS 

Products, Matel"ial Peru Bl"azil 11""' ...... 11:nn• Taiwan South ICorea 

Print cloth, cotton 71.Cj 72.5 45.\ 44.3 45.8 

Sheeting, cotton 120.0 148.2 126.2 123. 1 126.9 

Sheeting, Poly-cotton 111.0 191.1 109.8 105.3 108.9 

Poplin, Cotton 95.3 121 .9 74.7 72.4 74.2 

Poplin, Poly-cotton 109.1 117 .4 S7.0 54.6 SS.7 ..... 

Drill, cotton 155.4 293.3 1S7.8 1S3.1 156.8 
0 

• All costs are quoted in US cent• per linear meter. The data refer to Nov./Doc. 1980. 

"nle particular apecif ication1 for each pl"oduct are tne 1ama fo~ all countrie1 con1idered. 

Soul"ce: Wer-nel" International (Kay 1981). 
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1981 bJ Verner International. tb• production coat• ln Peru are on ave~age 

higher than co1t1 of lb• la1t A1lan producer•. but lOW9r than in lra&ll 

(Table 22). 

In particular: 

Peru bas higher input prlce1 prlaarilJ due to the u1e of blgh qualitJ 

cotton grown ln the countrJ. Vblle lt l• true. that Tangul1 and Plaa are 

qualities which found a comparative advantage for Peruvian cotton 

producer• on th• world aartet, ualng lb• more e1pen1lve long-1taple ln 

the production of fabric• for which the cheaper ahort-1taple varietJ 

would do. turn• lb• comparative advantage into a comparative 

disadvantage. In addition, aaong Third World producers, the Province of 

Taiwan and the Republic of lorea are the largest producers of 11ntbetic 

fibres, aoj their prices are aubatantiallJ lower than in Peru or even the 
l/ 

lndu1trlall&ed countries.-

In Peru, nominal t1age1 per aan-Je&r including fringe benefits per wort 

hour Cadjuated for fewer work veet1 per fear and wort hours per week) are 

higher than lo &DJ of the four producers. In addition, none of the other 

producers have &DJtblog comparable to the Peruvian Labour StabllitJ Lav, 

which - bJ aating parts of the wage bill a flied rather than a variable 

coat - re1ult1 ln e1cesslve labour co1t1 ln tl111e2 of econoalc rece11ion. 

Peruvian productlvltJ ln apioniog and weaving la tbe lowest when compared 

to tbe last Asian countries, tbe 11c. and the USA <1ee Table 23>!', 
which when coupled with the higher wages <ln comparison with the other 

!I According to Warner Internatloal (1981:17) the price of • tg. of 
polJester (1.5 d., 38 1111> in Dec. 1980 was$ 2.84 lo Peru, $ 2.76 in 
Brazil, $ 1.50 In Hong long, $ 1.•7 lo Taiwan, and $ 1.•5 lo South lorea. 

ll It ls laportant to note though, that there l1 a wide distribution ln the 
producirivltJ performance of Peruvian companies. Pr·oductivitJ in 
1pinning lo 198! for e1ample Caea1ured as kg of faro produced per 
operator/hour adjusted to 20 le faro count) was 6.6 for PCA Te1tll El 
A1Dazona1, 10.5 for Te1til piura, •.5 for La Union, 7.0 for Parcela, 4.5 
for luevo Bundo, and 6.0 for the 1ample ln the Werner International Study 
(see World lank (1982: Taole •O)). 
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TABLE 23 

TEXTILE PRODUCTIVITY IN SPINNING AND WEAVING 

Country Splnning1 Veavins1 

'f.&/Op/Br Je 20 la of Vef t/Op/Br 

reru 6.0 35.1 

lradl 1.2 31.2 

Bong !Cong 10.4 68.S 

Tai van 9.4 61.8 

South ltoru 9.1 60.8 

!EC 16.S 120.0 

USA 23.6 183.0 

Labor Cost 

Country Vages3 Per tcg of Yarn 4 Per Km of Weft 

U.S. Dollars 

Peru 2.18 0.36 0.061 

Brazil 1.62 0.20 0.052 

Bong Kong 1.64 0.16 0.024 

Tai van 1.34 0.14 0.022 

South Korea 1.15 0.13 0.019 

EEC 7.70 0.47 0.062 

USA 6.37 0.27 0.035 

1/ Kg. of yar.i produced per man-hour adjusted to 20 Ne yarn count. 
I/ Km of veft inserted per man-hour. 
l/ 1980 in US dollars. 
"'fl In US dollars. 

Source: Cherzi Textil and Werner International~ Consultants. 
Ne 20 • 20 Hanks of Skeins of a single yarn each 840 yds. long to veigh 1 lb. 
Kg/OP/HR N2 20 • Kilograms/Operator/Hour ba~ed on 20/1 Ne •. 
~/'WFT/OP/HR • Kilometres of yarn put into fabric (across the fabric) per 

Op/Hr. 
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deYeloping countrle1 cited) re1ult• In unit labour co1t1 blgber than ln 

anJ of tbe otber countrle1, except for tbe SBC. ProductlYltJ ( .. aaured 

a1 real walue added per worker) In tbe textile and clotblng lndu1trle1 

grew at an average annual rate of 1.9 per cent between 1971-7), -7.7 per 

cent between 1975-79, and -.6 per cent between 1979-81 (1ee Table 3). 

Financial co1t1 ln tbe Bait A1lan countrle1 are generallJ lover than In 

Peru. 

3.2.2 Technological Developments 

InternatlonallJ, recent technological development• la textile and 

clothing Industries bave aalalJ re1ulted ln aaterlal acd proce11 

Innovations. One of the aaln econoalc fact1 bas been tbe decline In relative 

prices of 11ntbetlc fibres (which toot place despite the two-fold Increase in 

energJ prices in the 1970'1).!/ 

Matural fibres <vool and cotton> have not coapletelJ given var to 

aan-aade fibres, though. While cotton bas 101t in relative iaportance in 

boee furnishing and indu1trial u1e1, it ba1 aalntained its 1bare in clothing 

(see Table 26). Given the increa1ed preference in the industrialiEed 

countries for •nature-ba1ed' products ln recent fears, it ls litelJ that 

cotton will remain an iaportant input for clothing and therefore will remain 

an iaportant co..oditJ for Peru. 

The technological change that the textile indu1try worldwide bas 

witnessed during the la1t two decadec bas aainlJ been of an embodied nature. 

Tbis l1 true for all elements of the production process from spinning to 

weaving to finishing. 

The change• in technologJ are prlnclpallJ aimed al blgber 1peeds and the 

integration of 1ingle 1teps into a aultlple proce1s, and tbeJ go band in band 

l/ The ratio of toe price of a kg of cotton verr·.1s a t.g of polyester has 
increased from 0.23 in 1960 to 1.07 ln 1972 to ~.36 in 1978. 
Sub1e~uentlJ it declined again to 1.0 in 1981. See CATT (198~: Appendix: 
37). 
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witb lb• adYaDce of aaD~d• fibre• Yi1-a-Yi1 aatural fibre• aed lb• relatiY• 

increa1• of knitted Yer1u1 woY•D fabrlc1. Dlporlant tecbDolosical 

deYelopaent1 baY• al•o taken place iD lb• sar.eDt indu1trJ, but in contrail 

to lb• textile 1Ddu1trr tb•J bave aot J•l been wid•lJ introduced into lb• 

production proc•••· 

3.2.3 Peruvian ProductiYitJ Perforaance Revi1ited 

Tb• reas?ns for lb• di1aal productiYitJ perforaance of lb• Peruvian 

te1tll• lndu1trr (a1 dlscu11ed ln 3.2.1 aed allowing for all tbe differences 

in perforaaoc• belveeD differeDt flraa and differant proce11e1) are basicallJ 

tbree-fold: 

(a) insufficient incorporation of new lecbnologJ 

(b) lbe existence of I-inefficiencies 

(c) lb• infle1lbilllJ ln teraa of .. p10,..nl due to tbe Labour StabilltJ 

Lav. 

The laplicatlons of the Labour StabilitJ Lav for productivitJ and costs 

are not 1pecific to the textile indu1trJ and will not be considered here. 

CapacitJ installed in tbe te1tlle indu1trr as of 1982 as well as tbe age 

of tbe aacbinerr park can be •••n fron Table 25. Vitbin tbe .spinning 1ector 

open-end rotors account for 1.• per cent of all 1pindle1, 95 per cent of 

vhicb are rounger than 10 fears. In contrast, 50 per cent of traditional 

ring 1plndle1 are older tbao 20 rears and nearlr 30 per cent of tbea are 

obsolete. The picture in tbe weaving •~ctor i1 verf slailar. Sbultlele1s 

looms (the more modern tecbnologf) still account for a 1aall percentage of 

total weaving capacltr (6.2 per cent>, and 95 per cent are le11 tban 10 rears 

old. 70 per cent of traditional loOIUI (1huttle looa1), however, ara older 

than 10 rears, 55 per cent are older than 20 r•ar1, and 30 per cent are 

obsolete. 

Inveataents ln aacblnerr in recent fears bave aalnlJ been directed at the 
1/ 

incorporation of new tecbnologJ (open-end rotors and 1buttleless looas>- , 

l/ In 1980 alone, •39 1buttleles1 looas were bought (Do 1buttle looa1), and 
1,672 rotors (as well as 11,755 wool/acrrllc •pinning 1pindle1 and •),588 
cotton spinning 1piadle1). 

r 
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TABLE 25 

INSTALLED CAPACITY (end 

Cotton Sector 

1Pbcll•• 
(abOrt fibre) 645,000 

aotor• (0-E) 9,840 

tpindlH 
(1011& fibre) 

!OTAL SPINDLES 654,840 

Shuttle looms 10,850 

lbuttleleH looms 650 

TOTAL LOOMS 11,500 

• included in cotton and vool 1ector1 

Source: SOM!A (1984: 11). 

Vool Sector 

32,000 

32,000 

1SO 

78 

228 

1982) 

Synthetic• 
Sector 

23,000 

23,000 

* 
* 

* 

HACBINEllY Pill Dl n:AllS AS OF 1982 

Total 

645,000 

9,840 

55,000 

7092840 

11,000 

728 

11!728 

llACHINtllY Fibres 0-5 5-10 10-20 over 20 Obsolete % Total 

Cotton ring 
spinning c-s 14% 20% 18% 20% 28% 100% 

Open end 
1pinning c 65% 30% 5% 100% 

Vonted/ 
voolen 
•pinning v-s 10% 18% 15% 25% 32% 100% 

$huttlele11 
looms vcs 70% 25% 5% 100% 

Shuttle 
looms wcs 5% 25% 15% 25% 10% 100% 

Abbreviations C•Cotton 2 W•Woo1 2 S•Synthetic 

Sources: International Textile Association (Latin-American Textiles 1983) and SOM!A. 
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wberea1 lnwe1t.ent1 in preYlou1 1•ar1 predoalnantlJ eon1l1ted of aachln•rJ 

wlth traditional technolo&J· It 11 al10 e1tlaated tbat balf of th• aachlnerr 

la1talled between 197• and 1979 wa1 1econd-band. 

To facilitate tbe technological up-dating of Peruwian teztil• aachln•rJ, 

a reduction and unification of laport dull•• for teztile equipment 1hould be 

con1idered. Tariff1 on teztlle aachinerJ were lncrea1ed between 1980 and 

1982 <1ee Table 15>, and the di1crlalnatlon in teras of the level of tariffs 

applied between producer• for the doae1tlc and for tbe lnternatioal aartet ln 

favour of the latter wa1 aalntalned. elven th• lact of coapetltivene11 of 

parts of the Peruvian teztlle lndu1trJ, the goal 1hould be an laproveaent ln 

productivltJ regardl••• of wbeth~r the entrepreneur 11 ezportlng or selling 

dOlle1ticallJ. Therefore, producer• for the internal aartet and ezporters 

should have access to iaportAd aachinerr and material lnput1 on reduced and 

equal teras. 

& final var to Increase productivity la the ellainatlon of 

I-Inefficiencies, which are independent of the tJpe of technologf or 

aacblnerr used. This entails aaongat otbers laproveaents ln the 

organizational set-up of factories, wort organization and production 

environment at the factory floo~. One eza&ple 11 the availabllitJ of 

air-conditioning. •onnallJ, du~lng daJ• of high relative hwniditJ ln Lima 

companies not di1po 'ng of 1ucb equipment have to co )letelr atop their 

spinning plants. Other plants have 1oae tJpe of alr-conditionlng, but have 

doors and vindovs open thus defeating tbe purpose of the ezercl1e. 

Another very lriportant issue in the cotton as vell as 11ntbetic fibre 

sector 11 the lact of apeclallzatlon vblcb results in lover productivitJ and 

lower economies of scale. 

3.3 Problems and Polley Reco111111endations 

Restructuring of the teztlle industrJ should ala to align the industry 

90re closelJ witb its comparative advantage, thus increasing produc~lvlty and 

lovering unit co1t1. Future growth of the teztlle lndu1trJ cannot be based 

esclusively on either ezports or increased internal demand. Rather, it bas 

t~ depend on the combination of both markets. Tbe differing cbaracterlstica 

of demand and supply for both the dome1tlc and tbe internatloal market should 

be ezpllcitly conaidered in policy and production decisions. 
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3.3.1 Short Tera lecOlll98ndation1 

In wiew of the present diff icultie1 of tbe textile lndu1tr1 l81Dediate 

.. asure1 have to be taken to ensure tb• aurviwal of still ezi1tlng c0111panie1. 

"Illegal laports" <contraband) and not legal laport1 pose a problem for 

Peruvian textile producers. ID wlew of tbe dlfflcultJ to control contraband 

within the given framework of .. asurea the recent laport problbltlon of a&DJ 

teztile articles seems to have been a nece11ar1 .. a1ure to take. Vblle 1ucb 

a pollcJ 11 clearlJ 1uboptlaal froa an efflclencJ point of wlew, it 1eea11 to 

be th• onlJ way ln vblcb contraband can be controlled in the abort run. It 

should be aade absolutely clear to all parties concerned though that this ls 

only a teaporarJ aea1ure vbich will be revoked, as soon as a sufficiently 

working control •J•tea bas been installed. 

Iaports of teztile aacbinerr and inputs not produced d01M1ticallJ should 

not only be aaintained, but tbey should be allowed to enter free of dutJ to 

facilitate ongoing modernization and a reduction in the costs of production. 

Bzporters and producers for tbe internal aarket 1bould be treated e~uallJ in 

tbeir access to these dut1-free materials, •• the 1aae value 1bould be 

attached to 1 t saved bJ substituting iaports as to 1 $ earned through 

exports. 

Should there be another shortfall in the cotion bal!"Vest, it is absolutely 

essential to allow imports of cotton to fill the gap between demand and 

1upplJ. Sufficient availability of rav aaterial ls a necessary condition for 

continuing textile production, and it ls proven that potential problems of 

contamination can be controlled through fwnlgatlon or other aea1ure1. This 

is obviou.lJ not r-·~ a short term recoanendation. Cotton iaports should be 

alloved alvays and automatically, whenever there ls a shortfall in d01De1tic 

supply. 

Given the precarious financial situation of aany textile companies due to 

the lack of vorting capital and/or high foreign debt, additional credit lines 

should be made available. The posslbllitles for a rescheduling of foreign 
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debt or a coDYer1loD lnto 101•• 1bould be further e1aalned. ProYl1loD of 

credit at preferential lntere1t rat•• could be coupled witb certaiD 

atlpulatlon1 depeDdiDg on tbe type of enterpri•• (e.g. a certain quantltJ of 

e1purt1 for predoalnantlJ e1portlDg companle1, 1tep1 toward• ratioDalizatlon 

for the tbree coapanles producing polJester filu.ent, etc.). 

&cce11 to lnforaation about tecbnologlcal cb __ ,es, aarteting, foreign 

aartet1, change ln fa1blons etc. i1 crucial for potential and actual 

e1porter1. Tbe effort• that FOPII ba1 been 1tartlng to aate in tbi1 re1pect 

1bould be greatly intensified. Participation in international fair1 could 

initiallJ be 1ubsidized. Special attention 1bould be paid to aediua- and 

... 11-1ized companies. Peru 1bould join international bodies lite the 

International Cottoo Institute (organlzatl~n of cotton growing countrie1), 

wblcb ls •stremelJ helpful in tbe provi1ion of technical advi1e as well as 

lnforaation on trends for cotton uae according to different endproduct1 and 

••rtet1. lepreaentatives of leading interuatlonal retailers 1ucb as C & A or 

Barts & Spencer in Burope 1bould be invited to viait the countrJ in order to 

directlJ di1cuss vitb indu1trialiat1 the requlreaents and deaand 

apeciflcations of the Buropean aartet. In countries 1ucb as Ke1ico th~ 

retailing companies bave established permanent representations, providing a 

direct lint between producers and rapldlJ changing demand requir898nts ln tbe 

aartets. If required, the provision of financial or otber incentives for tbe 

establiab9ent of aucb representations a!gbt field a bigb return. 

3.3.2 Kediua term lecomDendationa 

Inputs 

Peru bas a comparative advantage in long 1taple cotton. In contrast to 

abort staple cotton, Tanguls and Plaa can be 1pun to Jarns of verJ blgb 

fineness whlcb in turn are used for fabrics of big~ qualitJ. For this reason 

lon1 staple cotton 11 sold at a premium on tbe international martet, and 

finer Jaros and bigber qualltJ fabrics are 1old at a coaparativelJ blgher 

price too. On lb• otber band, average qualltJ clotblng and aanf industrial 

te1tile products can be produced wltb coarser 1arns made frOll the cheaper 

1bort staple cotton. Using longstaple cotton for these purposes ls therefore 

a clear al1allocatlon of resources. It 11 1tronglJ rec011Dended to e1port 
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(DearlJ) all long 1taple cotton ln rav or proce11•d fora and 1atl1fJ ~ large 

1hare of internal r•qulr ... nt1 wltb 1bort 1tapl• cotton. 

l1panding e1port1 of cotton-ba1ed product• aight run into potential and 

e1i1ting laport re1trlctlon1 bJ the l~du1trlallE•1 eountrles. The te1tlle 

agreement 1lgned with the USA at the beginning of 1985, coupled with the 

reduction in counterveillng dutle1, vhlcb laplles a 1tabl9 1ource of demand 

for the next four r•ar1, a1 well as the export• of textll•• to the USSR lo 

partial repaJment of Peruvian foreign debt, provide an laportant 1tlaulus tor 

textile production lo th• 1hort run. Yet, to achieve higher growth rates lo 

the highlJ coapetitlve and protected international te1tile aartet ln the 

aediua and long run, exporter• have to be aware of the hlghlJ differentiated 

aarkets (geographicallJ a1 well a1 product wise), they have to be fle1ible to 

respond to rapidly changing fashions, theJ have to be aggressive in the 

con1tant search of new aartet segments (and use existing allocated quotas to 

the very liait), and theJ should trJ to upgrade textile products and 

consciouslJ targst blgb lncoae consuaers. 

The latter altern•tlve bas 1uccessfullJ been applied bJ the Republic of 

lorea. At the core of this 1uccess ls a deliberate government policy to 

allocate the quot•s of the country for high-value-added lteas directly and 

fullJ to domestic producers, whereas onlJ a fraction of quotas for 

low-value-added items 11 allocated to producers at the beginning of a fear. 

Tbe1e restrictions for domestic producers on the use of quotas for low value 

added items are 1uccessivelJ relaxed, once quotas for high-value-added items 

are 1ufficlentlJ filled. It seems advisable to loot into the potential 

benefits of this approach in the case of Peru, once internal 1upply 

bottlenecks are solved. 

There are two alternative ways to supply domestic te1tile producers with 

short staple cotton: either to import lt or to cultivate lt domestically. 

It ls suggested here that imports are allowed (dutJ-free> barring the risk of 

infestation with available and appropriate aeasures. At the saae tiae recent 

•~ccessful efforts of growing cotton lo the Peruvian jungle areas should be 

analyzed very carefully and supported with appropriate measures. However, as 

long as internationa: demand and adequate land for growing high qualitJ 

cotton are available, it will be economically ~ound for Peru to e1port long 
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1taple cotton. while importing 1bort 1taple cotton for part of the local 

aartet. 

l/ The production of pol1e1ter fl!.-ent 1bould be rationalized.- One 

po11ibllt! would be to 11erg~ the three .. aller coapanies on one 1lte thus 

enabling tbea to take advantage ot econ011ie1 of 1cale. 

Seriou1 con1ideration1 1bould be giyen to the e1tabll1haent of 

pol19eri1ation proce11ing ln Peru. e1peci1llJ 1ince the equipment bas alre&dJ 

been bought bJ Kan1l11. According to a 1tud1 bJ Cbeatez. if the plant• were 

ln1t1lled with an off1boot uf it producing plastic bottles, lt would be aucb 

more viable. 

While the aain eaph11i1 so t•~ bas been on cotton ?r~~~cts, it should be 

underlined that Peru bas a comparative advantage in alpaca, too. Thia 

advantage 1bould be fullJ ezploited through an ezpaoe~on of breeding -.~ tbe 

one band and high value-added alpaca-based product• oo the other hand. 

FinallJ, the clothing industrJ coapared to th~ teztile industrJ bas been 

relatively neglected in this analfsis. The rationale for paJing priaarf 

attention to the teztile 1ector bas been the fact that AD efficient teztile 

industrJ in close aligruaent with its coaparative ada~taget forms the best 

bail• to generate high growth of the clothing industrJ. Yet, tbe apparel 

1ect~r it1elf 1hould al10 be studied in llO~e detail, to 1ee whether it needs 

itself 1pecial restructuring policies. 

3.3.3. Restructuring Policies in OECD-Countries: the lzaaple of France 

Various ways to improve productivitJ were discussed before. They have to 

be carried out on a Clmpany basis, but would need to be supported bJ 

appropriate Cover.111ent policies. 

!I In the •Jntbetic fibre 1ector, it i1 aainlJ the production of polyester 
filament vhich is not competitive in the international market. In 1982, 
the price (per kg) iD Peru was 128 per cent higher than in the US and 43 
per cent higher than in Western Europe. While one companJ (FISA) 
accounts for 60 per cent of installed capacltJ, the remaining 3 companies 
cannot take &~vantage of economies of scale, thus resulting ln 
unnecessarily high unit costs of production. 
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In tbl• connection, •a.e tbougbta aigbt be &iYeD to tbe ezperience of 

aeweral SC countri•• vbicb applied •pecific pollciet ~o •upport tbelr teztil• 

••ctor and to laprove tbeir productiwltJ. As an ezaaple for tbi• tbe case of 

tbe French Sectoral Developeect ProgrU11ae for tbe teztile induatrf la cited 

bere, vbicb i• iapleaented bf tbe Co.aittee for tbe Orientation and 

Development of Strategic Industries cwcoaite d'orientation et de 

developpeaent de1 indu1trie1 •trategiques" CODIS). Tbe 110st iaportant 

in•taru.ents used in tbia programae are brieflf aumaarized here •l~~e tbeJ 

aigbt provide a belpful contribution to a di•cu•sion of vbicb specific 

.. aaurea to u•e in a restructuring of tbe Peruvian teztile induatrf.: 

the "develoe-ent contract" 

On a cont~actual basis betveen CODIS and the enterpri•es, subsidized 

low-interest loans and direct.•ubaidiea are gtven to tbe coapanies. In 

return, the enterprises have tbe contractual obligation to increase 

production and ezporta bJ a·_; agreed ainiaua figure within a •pecified 

period I~ ·~ ~ Jears). 

Tbese are loans given bJ the goverll8ent, on which interest i• pafable 

onlJ if the respective coapanf aates a profit after 1uccessful 

restructuring. 

the "securities funds 

This is a guaranteed fund of FF 500 ailllon, financed bf tbe governaent 

and the enterprises (50 per cent each). The fund provides securities to 

support endeavours of companies to obtain loans at aartet teras. 

the reduction of •ocial security contributions 

Firms are entitled to reduce their contributions to the social •ecuritf 

•J•tem bJ 10 to 12 per cent. In return, thef have to enter the 

contractual co1111itaent to aaintaln tbe nualier of eslsting jobs. 

Approsimatelf half the firas in the testlle and clothing sector have 

benefitted frOll this aeasure. 
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In addition to tbe1e 1upportlYe .. a1ure1. which fora part of the 1ectoral 

dewelopment progr .... , the French Covernaent bat set up 1everal tpecial 

in1tltution1, financed through parafi1cal levies, to a11i1t tbe restructuring 

and rehabilitation of tbe textile/clothing lndu1trJ. The mio•t laportant 

1ource of finance 11 a leYJ of 0.44 per cent on the Yalue added of textiles 

produced ln rrance, which 11 applied at an equal rate to the Yalue of 

textile• laports froa countries wbicb ar4 not 11eabers of the SC. It 1bould 

be noted that tbe different bases of tbe leYJ - "value added" for da.estlc 

and "value" for iaported products - contains an eleaent of protection, wblcb 

aight have reduced the resistance of doaestlc producers against the 

introduction of such a leYJ. The largest part of the funds deriv8d fr<>11 this 

l~YJ 11 allocate~ to the Interprofe11ional C<>11111ittee for the Renovation of 

the Textile and Clothing Industry (CIRIT). Its 1upervi1or1 board consists of 

representatives of the relevant ainistri~s. banks and the textile industrJ 

CIRIT gives 

direct financial support to 1aall and aediua tl%ed coapanies; 

aaalgaaation aid to such companies; 

rationali%ation aids, which take the form of coapensation paJJ19nts and 

aid• to retraining for eaplof0 es which bave to be di1ai11ed as 

c~n•e~uence of tbe closure of unprofitable units; 

financial support of collective activitias undertaken bJ tbe lndustrJ, 

such as the office for observing crclical trends ln the t~xtile sector, 

fashion centres and general studies. 

A 1aaller fraction of the income derived from the levy la allocated to 

the French Textile Institute (lnstitut Textile de France) for the promotion 

of product innovation. 

Finally, a leYJ of 0.062 per cent l• imposed on tbe turnover of French 

aanufacturers of clot~ing. It is used for the financing of the Centre for 

Technical Studies on the Clothing Industry. 
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CAPITAL GOODS (selected branche1) 

6.1 Capital Good• for the Bining Sector-1
1 

6.1.1 Bining Production 

The Peruvian aining sector contributed about S./30 billion <in 1970 

price•> to GDP in 1983. A decline of about 8 per cent froa the 1982 level 

(tee Table 26) can be attributed aainlJ to a decline in copper production (of 
2/ about 8 per cent (tee Table 27).- During the fir1t half of 1984, the 

ah1ence of labour di1putes peraitted a 15 per cent increase of output at 

Southern Peruvian Copper Corporation (SPPC). The producer• are optiaistic 

now that there will be a substantial production increase in 1986. However, 

the prospects for the aining sector are glooaJ in the short and mediua run. 

Fir1tlJ, in view of worldwide overcapacities and the postponement of 
~-

capacitJ espansions in Peru and other countrie1 in the short tera will have a 

1ignlficant negative effect on deaand for capital goods in this sector. 

Thu•. in 1984 the investment budget of SPCC was cut to US $4.9 million 

(compared to a budget of US $ 9.3 aillioni
1 

and state-owned sining 

c011panies bad to reduce inve1t.ents bJ aore tban 30 per cent.!/ lven if it 

is taken into account that both figure• overstate the reductions to be 

espected in tbe aediua run, there it a clear indication that in the abort 

term the deaand for large scale ainlng eguipment and capital goods for the 

aining 1ector will grow onlJ 1lovlJ. 

!I This analJsis i• re1tricted to capital goods for the aining sectcr and 
covers all consecutive 1teps frOll ezploration to aining to aetallurgy 
(ore benefication to obtain ore conc~ntrate). The 1tudJ does not, 
bovever, consider capital goods for 1aelting and refining which are 
completlJ different iteas. 

l! Mining production in 1983 vas beavilJ influenced bJ strikes. 
Wevertbeless, vorld aartet demand po1siblJ bad a aajor iapact, too, so 
that production 1011e1 cannot siaplJ be attributed to the smaller nwnber 
of wort days cau1ed bJ labour di1putes. 

i1 See I.AR Andean ieport, 22 June 1984. 

!I See I.AR, Commodities Report Cl 84-18, 14 September 1984. 
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SecondlJ, there bave been a auaber of tecbnologlcal developaent• wbicb 

could bave a negative lapact on tbe laccme elastlcltJ of tbe deaand for 

copper. The moat iaportant ones appear to be th• eztended use of glaaaflbre• 

in comnunicatlon network• and tbe invention of •a.e coapletelJ nev artificial 

aaterlal• •ucb as pollaeres and argonlc 9t'!tala. 

These aaterial• are llkelJ to follow aliainiu. as a •ubatltute for copper 
1 la the future-, while there are not enough nev uses for copper to 

coapensate for these losses. 

AdditionallJ, re-cJcling bas grown con1lderablJ in advanced 

lndustriali~ed countries and a.ounted to 3.73 alllion tons of output of 

refined copper in 1983. T.oi• va1 about 38 per cent of world production. 

As a result of these developments, demand growth for copper aight be slow 

even ln the mediua and long run. 

!I Between 1950 and 1982 the relation of copper to aliminium consumption at 
the vorld level changed considerablJ: 

19SO 
1982 

cu AL 
consumption ih aill tons 

3,000 
9,072 

i.~oo 

14,17S 

Source: Kardones, J.L., Silva R., Enrique, Martine~. C., Las industrias del 
cobre J del aluminio: Una re1·i1i6n de caabios estructurales, 
"Cuadounos de economia, Aiio 21, lo. 64, Dec. 1984, pp. 329-34S, 
Tablo 2. 



T A B L F: 26 

Gross Domestic Product by Sector: 1973-1983 (Million of 1970 Soles) 

1973 1974 1975•' 1976* 1977*• 1978** 1979** 1980** · 1981** 1982** 1983•• 

Agdculture 38.536 39,422 39,816 41,130 4,. 130 39,896 41, 125 38, 918 43,900 45,525 41,454 

Fis hint 2,276 3,093 3,623 3, 145 2,972 3,867 4,235 4,017 3,523 3,452 2,071 

Mining 20,276 21,026 18,734 20,401 25,952 29,871 32,948 32,025 30,616 32,483 29,982 
H.lnufacturln~ 71,595 76,965 80,582 83,966 78,508 75,682 78,634 82,802 82, 719 80,486 66,642 
Construction 13,055 15,927 18,603 18,082 16,690 14,003 14,521 17,257 19,156 19,597 '5,423 

Covernment 22,557 23,076 24. 114 24,596 25,285 25,159 25,0JJ 25,420 26,015 26,535 21,066 I 

Others 116,089 124. 370 129,557 132,239 129, 192 125,505 129,342 135,174 140,041 140,317 124,23S CID 
a-

Cross Domestic 
Product 284;384 303,879 314,029 323,559 319,729 313,983 325,838 335,613 345,970 J4d,J95 306,873 

-
* Preliminary: Inatituto Nacional de Estadtstica. 

** Preliminary: Banco Central de Rcservo del Peru. 

SO\!!_c.!: Banco Central de Reacrva del Peru, He1M>rla 1982. 
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Min1n~ Production - Main Products 

1981 ,982 1983 . 
lfrl1101ter1 Trime1ter1 Trl•e1ter1 

AfttlU&l I . 11 111 IV Annual I II 111 IV Annual l 11 Ill IV 

Copper TKP 342 93 90 63 96 369 91 86 96 96 336 69 91 95 81 

Leed 'na 193 46 48 52 47 212 52 52 55 SJ 213 48 5) S7 SJ 

Silver Kg.P. 1,470 338 363 378 391 1,660 398 422 04 406 1, 738 390 440 "" "" 1 . 
• 

Unc TMP 499 113 119 134 133 SS6 134 '139 142 141 576 1l1 142 151 t52 . I 

Iron TMF 4,008 1,003 1,124 1,044 836 3,767 934 942 983 908 2,848 sn 844 472 96t Oii ...., 

Petr6leum Hio/Bar. 70.4 16.8 17.8 17.9 '7.9 71.2 17.3 17.5 18.4 18.0 62.6 15.1 15.1 16.0 16.4 

Source: nanco Central de Re1erva del Peru, Re1ena EconCMllica, different volu.e1. 
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ltructure and Perforaance ,f the Capital Cood1 Iodu1trr for the 

Binlag Sector 

There are onlJ few figure• available on the •ale• of Peruvian capital 

goods. In 1981 and 1982, the aatfonal ainiog lodustrJ bought aachioerJ and 

equipment on the national aarket for US 128.9 alllioo and US 131.4 alllloo, 

re1pectlvelr. Iaport• are e1tlaated to have been nearlJ three tlae1 as high 

(US 189.3 and US 1~2.0 aillion) witb tbe United States a1 the aost laportaot 

partner (Table 28). 

lzact figures on installed capacitJ are not available on a countrr-vide 

ba1i1. CapacitJ utiliration is generallJ low and i• estiaated to range froa 

60 per cent to 80 per cent of installed capacitJ. 

The total aUllber of enterprises working with deliveries to the sining 

induatr, i• approziaatelJ 50. Boat of the entarpri1es are aanufacturlng 

con1uaable1 1uch a1 ezploslve1, drill 1teel, wear and 1pare part• and the 

product aiz does not varJ 1ignlf icantlr between them. Although the f iras are 

relatlvelJ 1a&ll in •ize, theJ produce up to 60 different products, for which 

verJ different processes have to be used. laterprises producing such a wide 

range of iteas are generallJ exposed to 1evere probleas of organization 

re1ultlng la.idle capacities and I-inefficiencies. 

• 
About half of the enterpri1es in the 1ector are partlJ engaged lo the 

aanufacture of capital goods. However, thl1 1egmient of the 1ector is 

characterized bJ an obvious lack of lnter-fira specialization. For instance, 

at least 4 enterprises aanufacture pumps 

at least 7 enterprises aanufacture fans 

at least 15 enterprise• aanuf acture aloe cars 

at least 7 enterprises aanufacture crushers 

at lea1t 10 enterpri1e1 aanufactue aill1 

at lea•t 12 enterprises manufacture flotation cells. 

The beaVJ competition resulting from this situation of the lndustrJ lead 

la tbe past to qualitJ deteriorations in order to achieve lover prices and to 

either co-operation with illegal-1ubcontractor1 or own illegal activities. 
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ID Ylev of ldle capacltle1 coupled wltb a lact of lnter-flra 

1peclall&atlon
0 

a ratlonall&atlon of tbe 1ector tbrougb .. rger• or other 

foras of co-operatln l1 called for. Tbe need and ecope for ratlonall&atton 

of tbe eector 1bould be quantltatlYelJ a11e11ed on a product bJ product bails 

bJ a tecboical-econoaic con1ultanc1 group. On tbe bails of tbi• quantltatiYe 

a11ess91ent euitable policies 1bould be designed for a ratlonali&atlon of tbe 

eector. lncl~ding mea1ure1 1uch as fi1cal lncenti••• for .. rgar•. product 

1tandardi&atlon etc. 

Tbe need for a rationalization and re1tructuring of the indu1trJ ls not 

llaited to the product range. but applies equallJ to the given high degree of 

yertical integration within the individual coapanies. 

Bo1t aanufacturing enterprises integrate all tJpeS of produ~tion lines 

1uch as: 

foundrJ (based on scrap iron> to final aacbiner1; 

purchase of raw steel aaterial (cast stP.el acd aetal) for working to 

final aachinerJ; 

asaeablJ to final product. 

It is doubtful whether coapanies of tbe given 1ize can possiblJ aaintaln 

the nece11ar1 technological espertise within all these lines of production. 

for instance. there is no urgent need that everf aanufacturing coapanJ for 

capital goods 1hould have a foundrJ 1ection of it• own. particularlJ i~ view 

of existing 1pecialized foundrJ operation• in the same lnduatrial areas. It 

can be hoped. however, that a recent UNIDO tecbnlcal·aasista~ce project to 

e1tabli1h a 1ub-contracting exchange will result in a reduction of horizontal 

integration and an increase of 1pecialization at the firm-level. 
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TABLE 28 

Hain Items of Mining Equipment for the Peruvian Mining Industry 

Equipment 
Domestic 

Ore transport 3 
Crinding equipement for 

drill steel and bits 
l>ri 11 booms 
Drill bits 4 
Bucket wheel excavator 
Cable bucket •~~~vator 
Mining trucks 
Front-end loaders 
Kine cars 6 
Compressors 1 
Compressor tanks 4 
Dust collector 1 
Drill core analyzing e~ip. 
Hoisting equipment 2 
Exploration equipment 
Drilling equipment 

- for exploration 1 
- for exploitation 

Kine safety equipment 9 
!xplosives 7 
Blasting equipment 1 
Charging equipment for 

explosives 
Concreting equipo. for 

guniting 
Steel structures 2 
Spec. designed ain~ excavators 

(mainly for open pits) 
Kine lamps 
Locomotives 
Air and water hoses 4 
Kine doors 2 
Mine rails and accessories 3 
loof bulting equipuient 
Ventilation fans 3 
Yinches S 

Number of Items 32 

lumber of Ma.nuf acturers 

Foreign with Repr. 
in Peru 

9 

7 
7 

21 
2 
2 

10 
10 
3 

10 
1 
s 
1 
9 
1 

6 
24 

4 
2 
1 

4 

3 

8 
6 

16 
11 

7 
s 
s 
8 

Source: Anuario Mioero-Cooercial, La Miner!a en el Peru 82. 
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TA!LE 29 

Main ltea1 of Mining Equipment for the Peruvian Mining Industry 

Equipoent 
Docestic 

Agitator~ •"d air con-
ditioner& for flotatio~ 

Feec:!ers 
Autoclaves 
Weighing machines 
Balls for ball mills 
Pw::ps 
Calcinators 
I lo tat ion cells 
tyclones 
Classifiers 
Sieves 
Dosifiers 
Mechanical elev•tors 
Various concentration 

equipment 
Spiral 
Jigs 
Portable cone. plant• 
Pre-concentrators 
Heavy media separation 
Gravity separaticn 
Magnetic separation 
Pulp analyzer 

Laboratory equipoent 
Crushing equipoent 

Ja\.' crushers 
Cone crushers 

Milling equip~rntn 
Ball mills 
Stone mills 
Rod mills 
Other types 
Rods for rod mills 
Balls for ball mill• 
Wear parts 

Sal:lpling 
Equip. for registration and 

automatic analysing 
Transport equip. 

Conveyors 
s.-c.ri; ..... :.& 

Filters 
Ore bins 

5 
2 
3 
3 
6 

5 
4 
6 
5 
1 
6 

s 
3 
4 
4 
3 
2 
1 

1 

3 
3 

4 

4 
4 

5 
2 

4 
s 
4 
6 

36 

Number of Main Manufacturers 

Foreign with Repr. 
in Peru 

4 
4 

9 
4 

30 
3 
5 
3 
5 
7 

4 
. 2 

2 
2 
1 
3 
2 
2 

10 

4 
4 

8 
2 
3 
4 
4 

3 
2 

4 

10 
10 

7 

Source: Anuario Minero-COl:e~dal, La ¥.ineria en el Peru 82. 
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Vitbin thi1 general picture Peruwian producer• are presentlJ onlJ 

•upplJing a lialtad range of capital goods. Dut of 32 different goods 

analr~ed in ezploratlon and exploitation activitie1 onlJ 17 are offered bJ 

d09e1tic producers, and in onlJ •ix case• the nuaber of domestic •uppliers 

exceeded that of foreign competitors <•ee table 28). &1 to ore concentration 

36 different iteas were reviewed. Here onlJ 6 iteas 1bow a 100 per eent 

dependencJ on iaport1 and in 15 ca1e1 the nuaber of doaestic •uppliers 

equalled or exceeded that of it1 foreign counterparts (see table 29). 

Distinguishing d09e1tic and foreign supplies not bJ the nuaber of 

suppliers, but rather bJ the walue of output, lt 11 e1tiaated that in 

exploration and exploitation onlJ 10-15 per cent of capital goods are 

produced in Peru, in contrast to 10 per cent of con1uaable1 (1ee table 30). 

Peruvian firas are generallJ aore c<>11petitive in those activities, where 

advanced technologies are not required. Thi• i• tbe case, for exaaple, for 

1aall crushers (large ones are ezclusivelJ laported), air and water 

distribution, drainage, and most con1uaable1. Vitb respect to tbe production 

of equip119nt for ore concentration domestic suppliers appear to be 

particularlJ strong. 

However, Peru does not possess aanufacturing facilities to produce 

certain basic itelU of equipment and aachinerJ, or aanufacture under 

licence. ~ucb of this basic equlpmient and aachinerJ produced does not 

require higb tecbnologJ to aanufacture. Some examples are listed below: 

Mine lamps No aaoufac.iluring but 6 different importing 
companies.-r 

Mine locomotives No aanufacturing but l~ different importing 
companies. 

Rail• and accessories This equipmaeot comprises lov-technologJ ltem3 and 
ought to be produced bJ domestic aanufacturers. 
The high costs of domestic steel and the high 
qualitJ demands imposed bJ clients bas given rise 
to the high import volume. 



TABLE 30 

Capital Goods and Consumables for Different Mining Activities 

Branch of Mining: Exploration and Exploitation 

MlHlNC ACTIVITY CAPITAL COODS1 ORICIM CORSUMAIL!S1 OIICIW 

Expl~rotion 

Exploitation 

- Drilling 
Blasting 
Loading 
Transport 
Crushing, small crusher• 
Crushing, large crusher 
Hoisting 
R~ck reinforcement 
Air compressors, small 
Air compressors, lorge 
Air and water diatribution 
Drainage 
Others 

Total Expolration 
and exploitation 

Main consumablea: 

Sources Hlulon eathulta. 

D.>meatic 

10% 

10% 
50% 

20% 

20% 

80% 
50% 
25% 

10-15% 

Foreign 

90% 

100% 
100% 
100% 

90% 
50% 

100% 
80% 

100% 
80% 

100% 
20% 
50% 
75~ 

85-90% 

Drill bits for exp\orati6n (diamond bit1) 
Drill bits for exploitation drilling 
Drill steel 
Explosives 
Dcton~tors and cord• 
Wear purts for crusher• 
Rcinforcvment conaumablea 
Rail nnd accessories 

Domeatlc Fonlgn 

25% 75% 

90% 10% 
95% 5% - -
80% 20% 
95% 5% 
75% 25% 

-
20% 80% 

80% 20% 

I 

>D ..., 



- ,. -
In 1ua, capital good• production for the aining lndu1trf l1 aor• advanced 

lD concentration proce11e1 than ln ezploratlon and exploitation and lt i• 

pre1entlJ aainlJ conc~ntrated on low-technology product• 1uch •• aine car1. 

low capacitJ coapre11or1, 1teel1tructures. etc. Tb••• product• are 

predoainantlJ sold to saall and .ediua 1cale aining firas, which produce 

u1ing intermediate technologies. 

Hovever. the concentration on saall and mediua-1ized producers and their 

special requireaents cannot be a yiable strategf ln the long run. lf this 

section of capital goods production l• to grow considerably. Thi• becomes 

clear in Yiev of the structure uf tbe aining secto~. vbicb la d<>111inated by 

large-scale aines. 

La Gran Kineria coaprende a las empresas con ventas aayo­

res a 101 U.S. $100 aillones anuales. Bsta1 son: 

Southern Peru Copper Corporation. que cuenta con dos ainas J una 

fundici6n. 

Centroain. que cuenta con sei1 ainas, fundici6n y refineria. 

Kinero Peru, que posee una min• J dos refinerias. 

Hierr~ :~ru, con ~n• a!~•· 

La primer• es estranjera, J las otras tres ion estatales. Estas empresas 

en conjunto tienen una capacidad de concentraci6n de ainerales de 90,000 

TM/dia, lo que equivale al 75~ de l& capacidad del pais. 

La aediana aineria comprende • 72 empresas peruanas privadas, 3 empresas 

e1tatales J 6 empresas estranjeras. con ventas 1uperiorei a us $1 aill6n 

anuales. Representan el 9ot. del nUniero de plantas concentradoras en el 

pai1, pero su capacidad de concentraci6n en conjunto es solo de 27,000 

TM/dia, es decir el 25~ de la capacidad nacional. 

La pequena mineria est& compuesta por aas de ail pequenos productores, 

con ventas aenores • us $ 1 mill6n al ano. Los pequenos mineros se 

caracterizan per no contar con plantas propias de concentraci6n. 
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leall&an la1 labor•• de eztraccl6n del aineral J luego lo Yenden a las 

.. pre1a1 tu• la1 puedeG proce1ar. 

lven lf there are aome additional aarket 1egmient1 for tbe ln1tallatlon of 

.. aller capacitJ unit• in tbe future, lt l1 bard to believe tbat tbe general 

picture of tbe copper 1ector will alter 1ub1tantiallJ in t~e aediua run. 

lven lo tbo1e ca1e1 where technical prog~e11 ln eztractlon and proce11lng 

.. thod1 will e1tabll1b a trend towards 1aaller units, the1e will probablJ be 

~perating with aore aodern equipmient. 

In lead, &lnc, aDd 1llver production, aediua 1cale producers vhich are 

presentlJ operating predominantlJ with low-technologJ equii-ent and aachlnerJ 

are auch 11<>re co1111DOn due to the different conditions for extraction and 

refinement (52.7 per cent of lead, 5•.S per cent of &inc and 64.7 per cent of 

1ilver ls produced on this 1cale). While this provides an advantageous 

position for local producers lo tbe near future, technical progress will 

affect tbose areas in the 8edium run, too. Thus, in order to aeet the future 

investaent demand of the large and of aany aediua-si&ed establishments at 

least partlJ, local producers of aining equip111ent have to keep i~ toucb with 

technological progress on tbe internatioal level and they will have t~ 

iaprove the qualitJ of their products vilb far aore intensity tban today. 

The enterprises producing capital gnods for the aining sector are aainly 

located in the industrial areas of Llaa-Callao. Although the 

decentrali&ation of economic activities is one of the iaportant tasks of 

economic policJ in Peru, it is not at all clear, if this is a valid strate&J 

for the capital goods industry too. Producers of capital goods nonaallJ have 

to plan, organi&e, and 1upervi1e relativelJ complez sets of different 

operations. Products are verJ often changing in design, quality of inputs 

and other properties according to individual requirements of the customers. 

Tbis means that the production runs themselves are changing repeatedly, too, 

and verJ often only 1ingle products of one kind are required. Consequently, 

high 1klll requirements have to be aet by the engineering and technical 

staff. The same bolds true for workers, who conatantlJ have to adapt to 

changint working conditions. In this connection, it 1hould be emphasi&ed 
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tbat a rigid labour legl1latlon 11 e1peclallJ baraful for tbl1 tlnd of 

lndu1trlal operatlon1. 

It appears to be even 90re laportant, thougb, that capital goods 

producer• relJ mo1t beavilJ on related lndu1trie1. Adequate partners, 

stilled 1ub-contractor1 and acce11 to e11entlal iaports for lacking dome1tic 

lnput1 are among the e11entlal requirement• of capital goods production. 

Therefore, it appears to be nece11arr for the capital goods sector to be able 

to relJ on an agglomeration area which provides a 1ati1factor1 nwaber of 

inter-llnted and region~llJ concentrated lndu1trie1 and a close connection to 

the lnternatioal aartet. These arguaent1 •• well as the relativelJ lnten1ive 

use of stilled labour lo design, organization and prodcution indicate, that 

those tlnd• of indu1trie1 1bould not be ~ncluded in regional diversification 

policJ in a ••all ecoDOllJ like Peru at the present stage of econoaic 

development. 

4.1.3 Prospects of Kediua and Saall Scale Mining Operations 

llediua and small scale ainlng differ frOll tbe large scale aining sector 

ln some laportant respects. Pir1tlJ, ••all 1cale activities are con1iderablJ 

aore labour intensive th~n large scale operations, 10 that a 1tiaulatlon of 

this sector would have a relatlvelJ strong and immediate iapact on eaplo,.ent 

creation. SecondlJ, capital goods used are predoainatlJ low tecbnologJ 

items, for wblcb local 1upplJ ls available on a coapetltive level. ThlrdlJ, 

during the last decade there bas been a groviag lntere1t in tbe development 

of .. all •nd aediua 1ized e1tabli1haent1 world-wide, 10 that within the 

relativelJ 1lovlJ growing demand for ainlng capital goods a1 a whole, this 

subsector appears to be the ao1t d1naaic one. Leaving aside the impact of 

recent cut-backs of public inve1t.aent1 in Peru, the prospect• for capital 

goods for mediua- and 1 .. 11-1ca~e alnlng appear to be relatlvelJ good vlthln 

the Andean ••rtet. 

Peruvian entrepreneurs are capable of 1upplflng tbe ••rket segaent of 

low-tech aining equipment 1 .. edlatelf, lf deaand Increases. In the loug run, 

however, the traditional •lnlng sector ls challenged bJ two different but 

related developments. rlrstlJ, techulcal progre11 ln the aodern 1ector ls 
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fa1ter than la tbe tradltonal sector. 10 tbat ceter 1 t parlbu1 coapetltlY• 

pre11ure on traditional aining actl•iti•• - caused bJ developmient1 la tbe 

90dern lndustrJ - will &row. SecondlJ, technical change• ln large 1cale 

alnlng will trickle down to saaller flras progressl••lJ and 1tiaulate the 

in1tall.llent of 90dern equipmient within thi1 sector, too. To the eztent that 

aedlua- and 1aall-1cale aining becOlle open to aodern equipmient, the Peruvian 

capital 1ood1 lndustrr will baYe to catch up vlth the techn~logical 

developaent to defend lt1 coapetitive position. 

In thi1 contezt, one of the ao1t interesting nev developments can be 1een 

in the application of bio-technologJ for ainerals eztraction. These nev 

technologies appear to be e1peciallJ promi1ing in the ezploltation of 

aultl-aineral deposits and duap leaching with ore concentratlo~s of less tha~ 

1 9' : 0.5 9'. A fact, that i1 greatlJ lo favour of Peru and other Ariean 

countries. PrOlli1lng efforts to advance the aecessarf techniques of 

bacterial-leaching bave been undertaken within the Andean Karket Copper 

Project at Cerro de Pa1co (duap and underground leaching operations) and theJ 

are now carrie~ on bJ IIGKllUET (Inst. for Geological, Mining •~d 

Betallurgical lea.) And CENTROKIN. 

Thus, in thi1 1ectlon of technological aavance Peruvian engineers appear 

to be aaong the l9ading ones lo the world todaJ and this should be used 

offensivelJ to establish close links to capital goods producers, too. for 

the latter, growing dtsmand for bio-technologJ equip11ent would miean another 

challenge, but at the 1..e tiae provide the basis for proeising nev 

activities. 
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Tbe Szport Potentl•! for Kinlng Bachlnerf and Squlpment 

The stlaulation of non-trcdltlonal ~zports froa 1975 on bad a posltlve 

lapact on the developaent of ezports of aining equlpaent, too. &speclallJ 

trade within Latin Aaerica and - even aore - vithia tbe Andean Pact 

registered iapressiYe r.rowth rates. Thl• lndlcate• tbat the long ezperience 

of PeruYian engineer• ln aineral production ln aou~talnuous areas constitute• 

a coaparatiYe advantage Yls-a-Yi• foreign countries resulting lo good 

prospects to increase ezport•. 

In the earlJ 1980'• trade in capital good• •uffered partlcularlJ froa the 

decline of econoaic growth in tbe whole area and fr(>o.i.. the eztraordinarr 

sluggish deaand for alnerals. The Peruvian ainlng lndustrJ was additionallJ 

affected bJ the abrupt changes ln the ezport promotion srstea and •oae new 

protectionist aeasures within tbe Andean Pact. Both developaents bad 

negative effecte on the coapetitive position, wblcb turned out to be 

especiallJ baraful ln coabination with the recession in tbe Peruvian 

econOllJ. On the other band, the Quito Declaration froa Januarr 1984 •eeas 

to justifJ •oae bope at least, that recentlJ introduced laport restrictions 

within the Andean Pact (and Latin Aaerica) will be graduallJ taken back ln 

the near future, •o that the ezternal prerequisites for a ~evitalization of 

ezports ezlst. 

In • ~~int project UllIDO and ICLAC (1984) tried to estiaate the deaand 

for Eachinerr aad equipaent for •ining for Argentina, Brazil, Chile, Peru and 

Venezuela between 1983 and 1992. The result• are shown ln Table 31. 

Although these data are bighlJ tentative in view of long run changes in 

•arket conditions, tbe structure of investaent demand aigbt be seen as 

~elativelJ reliable. Thus, the aajor share of deaand is for off-road trucks 

(34 per cent ln replac89ent and 10 per cent in new projects). Other 

laportant macblnerJ and equipment groups are ezcavating scrapers (22 per 

cent) and a~lls (16 per cent). Tventr-four per cent of estimated nev 

lnve~taent deaand would be ln Peru, 2~ per cent in Brazil and 41 per cent in 

Cblle. 
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lztending the1e con1lderatlon1 to the world aartet reveal• •01M addltonal 

fact1. In tbe .. dium tera, tbere are ai.o1t 400 aev aine project• or 

ezpanaion plans worldwide, out of which about 125 are copper project•. Tbe 

aajoritJ of the projects are ezpected to come on 1treaa before 1988, and mo•t 

of tbea are 1aall and aedium scale projects. Therefore, ln Yiew of th~ 

particular 1trength of Peruvian capital good• producer• in thl1 aartet 

1egaent the .. diua tera prospect• for a resuaption of growth ln thi• 1ector 

appear to be favourable, lf new ezport aarkets can be penetrated. 

It should be noted, thou~h, that Peruvian lndu1trJ should face not le•• 

f~vourable conditions tban competing industries ln Latin Aaeric~. in order to 

capture a 1ignificant 1bare of this ezport potential. Thi• va• not the case 

e.g. in 1981, concerning tbe availabilitJ and teras of export credits, a• 

1bown in Table 32. It is suggested that the teras of export credits and 

other incentive• in competing countries should be 110nitored on a peraanent 

ba1i1, and that thi• inforaation be distributed to doaestlc exporters. 
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TABLE 31 

Argen~ina, Brazil, Chile, Peru, Venezuela: Demand estimate of 
machinery and equipment for mining, 1983 - 1992 

tquipaient 

l. Dotative perforator• (6"-12 1/4") 
2. Perforatora-non tracked (311-611

) 

). ltaiae borer• 
4. Jumbos 
s. Power shovel• (3-10 eq yd) 
6. Power shovels ( > 10 cu yd) 
1. Frontal loader• (without tire1) 

(5- 7 cu yd) 
8. Frontal loa~er• (without tirea) 

( > 1 cu yd) 
9. Scooptrams (2-13 cu yd) 
10. Heavy lorries (35-70 too) 
11. Heavy lorries (70-170 ton) 
12. Lorries (10-35 ton) 
13. tractor~-1100 tracked (200-700 HP) 
14. load buildin& machinery 
lS. Special purpose aotor vehicle• 
16. Minin& .. chinery (non-heavy) 
17. Extraction aachinery (drua 

and friction 
18. Crindin& wheel ••chines (42 x 65" 

- 54 Jt 14") 
19. Grindina wheel aachinea.; (60 x 19" 

- 60 a 109") 
20. Crindin& jaw aachinea (24 :a 36" 

48 Jt 60") 
21. Cone-shaped &rindin& machines 

(5 1/2'' - 7") 
22. Mills, ball penetrator• and bara 

(< 1000 HP) 
23. Mills, ball penetrator• and bara 

( ·" 1000 HP) 
24. Supply apparatu1, acreen 

cl111if iers etc. 
2S. Flotation equipment (cell1, pump1, 

autteu) 
~6. n.ickener•, filter• and dryer• 
27. Locomotive• and vaaons 
28. Conveyor belts 
29. Co~pre11or1, vater pumpa and 

ventilator• 
30. Machine tool• 
31. Electrical ln•t1ll1tioa1 
32. ~et•llic 1tructure1 and boiler• 
33. Dt'ill and bo;.in& a.chine• 

Total 

New frojects 

147 
S9 

10 
93 

140 

62 

96 
16 

251 
65S 

s 
303 
186 

8 

22 

3 

193 

112 

203 

132 
4 

2 
130 
476 

16 

38 
4 

93 
459 

1 
91 
28 
't} 

.. 6 

2 

7 

41 

1 

48 

78 

365 

S2 

81 
81 
43 
48 

72 
11 
96 

197 
11 

2,7S2 

Replacement. 
Unit• SUS aillion 

89 

121 

98 

73 
211. 
ltl 
214 
46 

2Sl 
131 

-
-

6 

30 

25 

29 
47 
46 

150 
9 

7S 
20 

-

49 

26 

13 

579 



Table )2 Availablr credit facilitie~ for the ~xport of capital good! in ~elected countrie! 

IgD!!! !gt 2te-fbl22ln1 21[lgd 
Credit 

(~ ot total 
Countr1 amount) 

Argentina 85 

lo:.lvia 80 

lrnll J/ 

Colonabla 80 

!cuador 80 

Medco 15 

Peru :90 

Ven•zuela 80-100 

~I Depending on va1ue. 
21 National currency •. 
£/ P'lrat year. 
~I In each followln~ year. 

Mu:: i r.IUll\ Interest 
duration rate 
<rear~) <" p ••• ) 

l 2.5 

2/3 12 

l 40 12/ 

112 19 lz,I 

1 6 

varhble 8 

1 56 ltl 

variable 6 

Term• t'orJost-•h iPPJ nit_pe_rJod 
Credit Haxlmum Ir.tere1t 

<" ot total duration rate 
U\ount) (J••r•> (~p.a.) 

85 1.5 7,, 

80 l 10 

" 5-1 or wore 7.5-1 

100 5-10 
I 

10 5 or •r• 7~/. 1:. ,,, 

85 8.5-10 7.7S 

90 5 10.%5-12 

100 5 or nt0re 7 

Source: Dlvl1l6n Conjunta C!PALIONUDI, Gula para la de1crlpcl6n de mecanl1mo1 de lncentlvo a la 
produccion Y comerclallzaci6n de bl•n•• de caplt•l y servlc\01 conexo1 (copia mocanografiada), 
ago1to de 1982. 

... 
0 -
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Approaches to foster the Production of Capital Goods for th~ 

Minlng Sector 

Tbe rea,tivation of deaand appears to be the 1101t critical variable at 

tbe present time. In the 11ediua run, the creation of additional deaand 

through "deaand~iversion" from foreign to Peruvian producers appe~r• to be 

essential for the required process of technological upgrading of the 

lndustrJ. Thi• t•~t requires the creation of institutions to 1erve •• 

dialogue between national 1upplier• and producers of capital goods, with tbe 

ala to increase domestic participation in sales of presentlJ produced capital 

good• ln the short tera and of technologicallJ 11<>re adv~nced capital goods in 

the medium and long tera. The l1sue1 related tu 11ediua and long tera deaand 

diversion (supported bJ iaproveaents.in the institutional framework), will be 

taken up in the final part of chapter 4, as theJ are coJlllllOn to both 

1ub-sector• of the capital goods 1ector which are anal1zed ln this sludJ. 

A• to measures to increase demand for currentlJ produced capital goods, 

particularlJ in the field of internationallJ financ6o project• lt appears 

that the potential p&rticipation of domestic producers was not alwars given 

full consideration ln tbe past. Thi• ls partly due to efforts of forelg~ 

donors to tie economic aid to ezport1 from the donor countrJ, partlJ due to 

the '9ethod used in calculating pr~ference aargins for domestic producers in 

the base of aultllateral projects. 
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In the latter ca1e. foreign •upplier1 can 1ubait their offer• at c.1.r. 
prlc••· ••eluding tho•• national taxe1 wbicb can be deducted ln th• ca1e of 

••porting. Peruvian producers are granted a 15 per cent pref•r•·nce aarg!n 

over tbe1e foreign offer price•. but cannot deduct the Peruvian value added 

ta•. Therefore. tbe preference aargin coepen1ate1 aerelr tbe walue-added ta• 

e•eaption granted to foreign e•porter1. but does not include an el ... nt of 

"infant indu1tr1" protection. wblcb would be required bJ national producer•. 

p&rtlcularlJ ln tbelr efforts of technological and product upgrading. Berond 

tbi1. Peruwian producer• ln fact are being dl1crlalnated against foreign 

coapetitor1 in 10 far •• theJ face blgber price• for interaediate inputs a1 a 

re1ult of blgber iaport tariff• in Peru. It i• therefore recommended to 

analJ&e tbe pos1lbilitJ of granting to dome1tic producers which are bidding 

for international financed projects eciual incentives and allowances as are 
. l/ 

given to d011e1tic or foreign producers ln the case of ••porting.-

It sbould be eaphasi&ed on the other band. that 1ucb aeasures bJ 

tbe~selves will not autoaaticallJ result ln an increase of orders for 

domestic producers. A aajor eapbasis on qualitJ and qualitJ control will be 

essential lo order to reali&e tbis potential in the future. The economic 

iaportance of seeainglJ aino~ differences lo qualltJ aar be illustrated with 

th•· following euaple. 

A poorlJ designed flotation cell Jields a 1 per ce~t lower recoverJ rate 

than standard equipment: 

lormal recoverJ: 87 per cent of a 25 per cent copper concentrate 

Ore to be processed: 2.000 tons/daJ with 1.5 per cent copper content 

Copper loss per daJ due to 

lower qualltJ equipment; 

1 per cent s 1.5 per cent • 2000 

• 300 kg 

l/ Thi• issue will be taken up ag~io lo chapt~r •.3. 



- 10• -

Vlth the copper price of US I0.70 per pound th• re1ult 11 a dallJ 1011 of 

US 1116 and a J•arlJ lo•• of ~s l•0,600. Tbl1 mean• that a poorlJ d~1igned 

flotation cell which re1ult1 ln a 1 per cent lower recoY•rJ will cau1e an 

annual 1011 ezceeding lt1 purcha1lng price 90re tban twice. It i1 obviou1 

t~at at 1ucb a difference ln tb~ recoverJ rate between flotation cell• 

produced at home and abroad, even a 50 per cent lover price would not be 

enough to aate tbe foreign product les1 attractive. 

In tbi1 connection lt aaJ be 9entioned that 10 far onlJ Y•rJ fev 

enterpri1e1 utilize ITINTIC'1 service concerning qualitJ control. This 

1ervice i1 aainlJ u1ed for larger tendering li the client require• a product 

certification. It 11 recom11ended that ITINTBC 1bould be provided with 

sufficient re•ources for product certification o~ a 1ub1tantially larger 

scale . 

•• to demand financed bJ domestic 1avings, an additional prOlllising 

instrument which can be eaplo1ed for direct 1tiaulation of the aining 

equipment 1ector would be the provi1ion of iaproved accesY. to the loca~ 

capital aartet for 1aall-1cale ainers. Interest rate 1ubsidies, public 

guarantees, and other investaent incentives lite accelerated deprec!ation 

allowances aigbt be considered to reach this goal. 

Additional instrument• which serve to iaprove the efficiencJ of aining 

activitie1 vbil1t at the 1&11e ti9e promoting tbe deaand for d<>11e1tic capital 

goods are alreadJ being u1ed. A particularlJ u1eful lnititative is reported 

from Banco Binero, which leases ore concentration plants to a collective of 

different aines within narrowly defined geographlcal areas. Central ore 

concentration can thus 1er~~ 5-10 different aines with siailar ore 

ainer~ls.Due to the well develor~d infrastructure in the aining area, the 

various mines can be situated up to 30 tJil from the central plant. 

If the aines can fulfil the requirements of B•nco Kinero, 1uch as ore 

resources, ?re grades, number of aines, infrastructure, Banco Kinero signs a 

leasing agreement with the aine owners to aate an ore concentration plant 

available. If 10 required, Banco Kinero can a110 a1si1t in the training of 

responsible technicians for the plant and carrJ out a1 well tests for the ore 

concentration process, and as1i1t the mine Gvners in 1lgnlng a 1ales ~ontract 

for the ore concentrate. 
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The leasing agreement I• usuQllJ contrac•~~ ~a a lea1ing-1ale bails. The 

aine owners have th~ option to buJ tbe plant after the leasing period 

{no-.allJ 18 90ntb1) I• over. Payment is u1uallJ eztended to a 10 rear 

period and credits are given at reasonable conditic~'· 

TventJ ore concentration plant~ witb capacities from 30 to 200 ton• per 

day bave been delivered until now. table 33 shows the decreasing unit cost 

of concentration when bigger units are eaplo1ed. However, witb larger 

concentration plants tbe transportation co1t1 for all producers toget\er 

increase. OnlJ detailed cost studies could gtive an answer to tbe optiaal 

si~e of sucb plants. 

It is especiallJ worth noting tbat under this project all deliveries of 

tbe complete plants have come froa Peruvian aanufacturers, though bAAYJ 

foreign competition bad to be met. Tbi• initiative from Banco Minero appears 

to be a promising example of a successful aining promotion vitb considerable 

benefit• fer tbe local capital goods industry. s;2ilar ac~ions are 

recOBDended for other tJpes of equipment and also for technical services such 

a•: 

leasing-purchase contract for coapressors 

leasing-purchase for drilling and lo•ding equipment 

technical services for geology, aine surveying, administration etc. 



TABLE J3 

Estimated Investment c~qt~ in US$ for Ore Concentration Plants 

Costs, US$, per Leasing Plant 

ACTIVITY 30 tone/day 50 ton1/da7 200 tone/day Total Cof'tl, 
20 Phntl 

CC\mplete plant 250,000 320,000 1,160,000 6,820,000 

Electric supply 38,000 49,000 95,000 960,000 

Civil work. 100,000 128,000 450,000 2, 714,000 

Bnsic implcmentaticn 37,000 48,000 173,000 1,019,000 

Transport 5,000 7,000 25,000 146,000 ... 
0 , ' 

Taxe• 20,000 26,000 92,000 550,000 

TOTAL 1150,00C 578,000 1, 995 ,ooo 12,209,000 

Toto\ Costa per 
Capacity unit 

(1 ton/doy) 15,000 ",560 9,997S 

Nun1ber of Planu (> unlta 1l uniu 1 unit 20 unit• 

Source: Data provided by Banco Minero del Peru. 
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•.l. 7 Ident!fication of •ev Product• 

8ecau1e of the probl~ a11ociated with foreca1ting future production 

po11ibilitie1 ~ 1et of po11lble new line• of production is 1ugge1ted onlJ 

hesitantlJ and 1bould be tsten •• pur~lJ indicative and tentative. The data 

are based on interviews with national produc•rs and reflect their Individual 

evaluation of the respective aartets. TbeJ are presented here despite the1e 

shortcomings, bee•~•• theJ reflect the perception of the 1cope of future 

activities as seen bJ persons being especiallJ faailiar with local aartet 

condition•. Tbete evaluation• are based on the conditions that a) there ls 

a possibilitJ to use foreign technclogJ through the acquisition of Licences 

and patents, b) illforts of vital coaponents and technical a1si1tan,e froa 

abroad are not di1criainated against and c) the institutional !raaewort will 

be iaproved such as to facilitrte for d<>11estic enterprises the production and 

1ale of goods which are not being produced at present (c.f. •.3.). In 

addition, the conduct of ~pecific feasibilitJ studies of national production 

of these iteas appears to be adivsable. 

Short-range goals 

PilCDUCTS COllKENTS 

Screw compressor• '.lne existing aanufacturer of piston-tJpe c011pressors is 

presentlJ negotiating with international compressor 

aanuf acturers for the aanuf acture of screv-coapressors 

under licence (iaport of vital components). It can be 

integrated into existing production lines. 

Locomotives, diesel Their production can be integrated into existing 

and batterJ drive aanufacturini lines. Tbe esisting Peruvian repres~ntatlve 

it ezpected to continue the sale. 

Iii ne lamp'. 

charging equip-

8ent and 

accessoriE<s 

A new indu1trJ to be 1et up o~ to be integrated with the 

local aanufacturing of safety equipment. 



Drilling eciulpment, 

band-beld rock 

drill wagons 

Charging equipment 

AJfPO explosive• 
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In •pite of bard international coapetition lt 11 

recOllllended that aanufacturer1 1 existing 

representative• and tbe aining indu1trJ •tudJ 

conditions f~r the aanufacture of drilling equipment. 

lxport• to the Andean Pact countries 1bould be 

considered. A 1tudJ of the foraer factorJ established 

ln Bolivia and the rea1on1 for its failure •hould be 

carried out. 

Tbe increased use of AllFO explosives, which 

are locallJ manufactured, creates a good aartet for 

this equii-ent. It does not demand high-technological 

aanufacturing but requires high qualitJ control. It 

can be integrated witb existing production lines. 

Reinforcement equip- An increased demand froa the aining enterprises 

aent 1uch as and tbe aine workers to increase 1afetJ in the 

accessories, aines will al•~ increase the d~mand for such 

reinforcement bolts, equipment and consuaables.TheJ can be integrated with 

etc. existing production lines 

Betallurglcal equip- Wew aetallurgical tecbnologJ such as gold cr,a-

aent and tecbnologJ nidation of placer deposits will call for a new tJpe of 

aetallurgical equipment. This re~uires foreign 

technologJ but does not demand high-technological 

aar.ufacturing. It can be integrated in existing 

production plants. 

Rail• and acce11orie1 The existing iaport of these items ousht to be 

compl~telJ substituted bJ local products. It can be 

eaailJ integrated in existing production lines. 

Air and water pipes, lame c0111Dents a• above. Manufacturing of 

ventilation tubes 

and accessories 

(valves, era~•. 

couplings otc.) 

ventilation tubes, plastic or woven caterial, 

aaJ requJre new production lines. 
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Ba1ed on ebort-range objectlwe1, tbe follOHing aarket potential ba• been 

e1tiaated bJ taking into account ezietlng aining production and futur• 

project• wblcb can be realized vitbln tbe near f~ture. Tbi• can be regarded 

•• a aoderate 31tlaate. 

PRODUCT 

Screv-~oapre11or1 

Loc090tlYH 

lline laap1 

lock drllh 

Drill wagon• 

Cbarging equipment 

Reinforc.-nt 

equipment (guinting 

aacbines etc.) 

Reinforcement bolts 

etc. 

Raih 

Air and water pipes 

Ventilation tubes 

YO LUKE 

10 unit1/Jear 

10 uni t11reu· 
2000 unlts/Jear and charging equipment and 

acce11orle1 

100 unit1/J11ar 

25 uni tl/Jear 

10 unitst1ear 

10 ubit1/1ear 

500,000 units/fear 

10,000 ~ 1ear and accessories 

10,0~0 a/rear and accessories 

5,000 a/year 

• According to a recent 1tudJ the need of relnforc..ent bolt• ls more tba.n 

1 alllion boltw per rear. 

Long-range goals 

Regarding long-range goals (5-10 rears> it is of particular importance to 

aaintain close collaboration between the aanufacturers and the ainlng 

lndustrJ (c.f. •.3.). Examples of alnlng capital goods which aight be 

produced ln Peru are: 

Loading equipment with pneuaatic, die1el or electric drive. 

Drill jumbos, pneumatic and all-bJdraulic jumbos. 

Complete manufacturing of drill •teel and bits. 

Ksnufacturing of a more coaplete range of 98tallu~gical equipments. 
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4.2 Production of lqulpment for Powe~ Generation and Di•tribution ln Peru 

4.2.1 General leaart1 

Bachiae1. eciuipment and product• for the generation and distribution of 

electrlcitJ fora part of the •~-called engineering product•. The 

International Standard Industrial Cla••ificatlon (ISIC) contain• th••• 

products in division 38, the electricitJ generation and distribution 

eciuipment i1 aainlJ cla11ified in ISIC subgroup 3831. Porcelain and gla11 

in1ulato~• (3610 and 3611) and insulated c•bl•• and wires (3839) bave to be 

addecl. 

During the 1970s, the •bare of ISIC group 38 in total aanufacturing value 

added increa1ed to a peat of 16.8 per cent in 1976. However. bJ 1980, lt1 

share bad fallen to 14.4 per cent. Within this group ISIC 383 counted for 

about one quarter. a fifth of which bas to be attributed to the subgroup 

3831. Thus. it should be noted that this sub-sector does not contribute a 

aajor share to total aanufacturing value added. It aaJ. however. be taken as 

one ezaaple for a •ector which deserves policJ attention and bas a proai1ing 

development potential at the , ... time. Thi• i1 underlined bJ the fact that 

the size of the ISIC 383 ••ctor in Peru i1 1ignlficantlJ 1aaller than in 
. l/ 

countries which are at a 1iallar •tage of development (c.f. •ection 1.2.2)-

After 1981, production of ISIC group 38 declined even further. Output of 

electrical aachinerJ decreued bJ 20.2 per cent in llJ-32 and 40 per cent in 

198:1 (c.f. Table 8). 

!I Within the ANDEAN group the Relative Degree of Industrialization 
coefficient• indicata that both for Columbia and Venezuela tbe •ize ~f 
ISIC 383 correspond• largelJ to the average of developing countries of a 
•i•ilar stage of development. In Bolivia. tbe 1ize is 1;gnificantlJ 
1aaller. whereas lo Ecuador it 11 1ignificantlJ larger. C.f. also pages 
6-7 of thi• 1wmnar1 report. 
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4.2.2 Tb• Pre1ent I~du1trlal Structure 

Tbe nuaber of enterpri1e1 and tbe per1onnel .. plofed in ISIC 383 are 

1bown in Table 34. In 1981, there were 325 enterpri1e1 vith a total 

wortforr.e of 9,246 people. laplo19ent per enterpri1e va1 28.4 on tbe 

ave~age, vitb tbe love1t value in ISIC 3831 (27 persons> and the highest 

value in ISIC 3832 (30.4 per1on1). 

Tbe nuaber of e~terprlses register~ under ISIC group 3831 ba1 lncrea19d 

fr<MI 46 in 1976 to 81 ln 1981, a •urprislng development ln vlev of the 

reduction of output of industrial electrical aachlnerJ after 1979. Table 35 

1bows tbe development of the nuaber of enterprise•, .. plo,.ent and average 

size of coapanJ froa 1976 to 1981. Tbe decreasing nuaber of persons eaplored 

per enterprise from 46.6 in 1976 to 27 in 1981 seems to indicate two 

different develoi-ents: 

1. llltl bas increased tbe coverage of tbe active industries bJ 

including a substantial nuaber of small ~nterpri1es ln KITI 

records. Thi• ls apparent for the period 1977 to 1979, when the 

nuaber of coapanies increased bJ 54 per cent and the work force b! 

onlJ 16 per cent, which led to a drop ln average eaplo,..ent per 

enterprise bJ 25 per cent. This good performance ln registration 

continued until 1981. 

2. During the same period, tbe decrease in the voluae of orders and 

sales caused bJ the econoaic recession, led to a reduction of the 

workforce bJ 15 per c~nt between 1979 and 1981 bringing total 

emplo,.ent in 1981 back to tbe magnitude of 1976. PrelialnarJ 

estiaates iodicate that the workforce was further reduced bJ 

approziaatelJ 15 per cent between 1981 and 1982, which would mean 

an eaploJJDent figure of around 1900 for ISIC 3831 in 1983. 

4.2.3 Fized Assets and Inveataent 

Table 36 shows the stock of fized assets and annual lnve1t..ent between 

1976-1981. There was a tremendous drop ln the stock of a11et1 other than 

aachinerJ and equipment between 1976 and 1977 from S./446 •illion to S./213 
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TABLE 34 

Number of Enterprises, Personnel Employed and Value Added per 

Employee in the Production of Electrical Machinery, 1981 

- Value Added 

ISIC \iroup Enterprises No. Employment % pd; employee· 
Number (ail. soles 

per person) 

3831 81 24.9 2.,183 23.6 S.31 

3832 99 30.5 3.,011 32.5 8.79 

3833 36 11.5 875 9.5 7.7l 

3839 109 33.S 3., 1}7 34.4 8.49 

TOTAL 383 325 100.0 9r246 100.0 7.77 

Source: HILTI 
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TABLE 35 

Number of Enterprises,* Employment, and Average Size of 

Enterprises of ISIC 3831, 1976-1981 

1976 1977 1979 1980 

J;u:ber of enterprises 46 48 74 74 

Total ecployu:ent 2.141 2,227 2,578 2.387 

(ecployii:es) (813) (821) (1,0BS) (961) 

(vorkscen) (1.328) (1.4~0) (1.489) (1.426) 

Nucber of persons 
per enterprise 46.7 46.4 34.8 32.4 

• The enterprises are concentrated in the metropolitan area of 

i.e. Lima and Callao. 

Source: MITI 

1901 

81 

2, 18) 

(914) 

(1,269) 

27 

LiC1a, 



allllon (at conatant 1973 prlce1) 1 followed bJ a weak posltlY• trend iD 

subsequent Jeara). Tbe Yal•·~ of aEaet• la aacblnerJ and flClulpment ros• 

con1lderablJ up to 1979, but dropped froa S.1•13 allllon ln tbat rear to 

S./255 allllon la 1980, and did not recower in 1911. 

The eztraordinarJ increase in tbe •alue of a11et1 of aacblnerJ and 

equipment between 1977-1979 can ~ ezplained bJ the fact tbat during tbl1 

period tbe nuaber of coapanles lc~rea1ed bJ 5• per cent due to tbe 

regl1tration of a 1ubatantlal nuaber of 1aall enterprl1e1. Tbe figures for 

aacblnerJ and equiJ19&Dt per .. ploJe• rose froa S./122,000 to S./160,000 in 

tbl1 period, vblcb i• clearlJ le11 tban tbe Increase in total a11ets. Tbl• 

reflects tbe lower capital-l•b<Jur ratio of tbe nevlJ porated saaller 

enterprises). Tbe behaviour of total lnve1t.ent la aacbinerJ and equipaent 

confiras tbi• 1uggestion: tbe increase la total lnveat.ent between 1977-1~79 

va1 leis than 7.5 per cent annuallJ and cannot ezplain tbe tremendous 

increase in the capital 1tock. Real invest.eat dropped to S.1•9 aillion in 

1910 and 8./29 aillion in 1981, causing severe probleas because of tbe age 

and aize of the capital stock. 

•. 2.• Output, Value Added and Labour ProductivitJ 

Groas output and value added of electrical aachlnerJ and equipment 

producers (ISIC 383) are shown la table 37 la current prices and constant 

prices of 1973. OnlJ one group, electrical apparatu1 n.e.1. (!SIC 3839), 

reached a higher production value and value added in 1981 than in 1976. 

After a growth period of different lengths (ISIC 3831: until 1979; ISIC 383q: 

until 1910; tbe tvo other groups show a var1ing perfonnance) a steep decline 

occured between 1980 and 1981: 20 per cent in production value and 18 per 

cent la value adrled for ISIC 3831, and 12 pe~ cent and 2 per c~nt 

re1pectlvelJ for tbe whole subsector, ISIC 383. According to prellainarJ 

estiaates of earlJ 1984 the production value reaalned aore or le11 stable lo 

1982 compared to !981, and decreased 1tronglJ again la 1983. 

Comparing the 1hare of value added in gross output (Table 38), one notes 

again a decrease for all subsectors over the 1ears 1976 to 1981. It declined 

comparatlvelJ le•• for ISIC 3831 (7 per cent), but for ISi 3839 the decrease 

was considerable (17 per cent). 
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TABi..E J6 

Fixed Assets at Current and Constant Pr~ccs and Investment 

Per Employee (in million Soles) 

1976 1977 1979 1980 1981 

Current prices 

Fixed assets 777 1,110 4,418 5,286 8,288 
of vhich: machinery 
and equipment 448 622 2,655 2,624 3,950 

Constant 2rices (1973) 

(1) Fixed assets .699 485 687 513 508 
(2) of which: machinery 

and equipment 253 272 413" 2SS 242 

% (2) : {1) 36.2 56.1 60.1 49.7 47.6 

Fixed assets per employee 
(thousand soles per person) 326 218 266 215 233 
~(achinery and equipment 
per employee (thousand soles 
fer person) 118 122 160 107 110 

Current prices 

Total annual investment 203 243 741 815 1,046 
of vhich: machinery and 
equipment 148 138 442 sot 476 

Constant prices 

Total annual investment 115 106 115 79 64 
of vhich: machinery and 
equipc:ent 84 60 69 49 29 

Source: KITI, own calculations. 
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Gro11 production aa well a1 Yalue added per .. plo1ee (Table 39) were the 

bighe1t in 1977. Sub1equentlJ, thei decrea1ed until 1981 ezcept for 1980, 

where gro11 output per worker ro1e allghtl~ froa the Jear before, Jet Yalue 

e.dded continued decreasing. 

The production Yalue per eaplo1ee ezpressed ln USS la ln the order of US 

119,000 to US 123,000, which compares favourablJ vlth figures froa other 

developing countries. 

4.2.S The Product Range and Local Content 

The aain products under ISIC group 3831 curr~otlJ produced in Peru are: 

power transformers up to 220 IV and SO llVA, distribution transfor11ers, 

electric generators up to SOO l'W, electric aotor' up to 300.l'W, repair of 

electric aotors, diesel generator sets, hJdraulie generator sets (turbines up 

to 2 BW), switchgear• up to 24 IV and 630 A, current rectifiers and 

regulators, lov voltage switchgears, and battery chargers. 

Io general, the ezitiog Peruvian production of equipment for the 

generation and transmission of electricitJ covers a relativelJ wide range of 

products and can supplJ a good portion of jomestic consumption. Some 

products have been discontinued lite aluainiua transaissioo lines, as the 

drawing of aluminium using iaported intermediate products proved t~ be 

uo-economic and not competitive with the iaported fini1bed product. 

Tbe aajor part of inputs is of domestic origin (see Table ~0), var1iog 

between a minimum of approziaatelJ 3S per cent and a aasiaua of approsiaatelJ 

60 per cent. Considering raw aaterials alone, however, foreign supplies 

dominate (above 60 per cent). According tu tbe results of preliaioarJ 

estimates tbe 1hare of domestic raw aaterial1 has increased atronglJ since 

1981. Tbe local content remained relativelJ stable during the tiae 

considered in Table 40, oscillating around two thirds of the value of 

production. This can be considered a very positive achievement of the 

industry. 



TABLE 37 

Electrical Machtnerv - Gross Production Value and Value Added, 1976-1981 

(Million Soles at Current and Constant (1973) Prices) 

Crosa Production Value Value added 

1S1C Group 1976 1977 1979 1980 1981 . 1976 1977 1979 
-

Current erice1 
3831 3,021 4,503 13,298 20,455 26,017 1,448 2,242 6,614 
3832 4.042 10. 529 20,208 39,615 60,708 4,091 4,548 8,657 
3833 2,020 2,390 4,803 11,843 13,382 1,063 1,273. 2, 185 
3839 I 4,848 6,379 26,047 4t: • 4 75 64,969 2,416 2,754 10,436 

383 18,981 23,801 64,356 118,388 165,076 9,018 10,817 .27 ,892 

Constant erices* 
3831 1,705 1,967 2 ,067 1, 986 1,595 817 979 1,028 
3832 5, 131 4,600 3, 142 3,847 3, 722 2,309 1, 987 1,346 
3833 1,140 1,044 747 1,150 820 600 556 340 
3839 1, 736 1,787 4,050 41453 3,983 1,363 1,203 1,623 

383 10. 712 10,398 10,006 11,496 10, 120 5,089 4,725 43,370 

Price index '77. 2 228.9 643.2 1029.8 1631.2 177. 2 228.9 643.2 

.1980 

8,958 
15,514 
4,587 

21,794 

S0,853 

870 
1,507 

446 
2, 116 

4,939 

1029.8 

* Price index for major group 383 published by MICTI. Indicadores del sector manufacturero 1981, 
December 1982. 

Source: MICTI 

1981 

",586 
16,465 
6,799 

26,972 

7t ,822 .... .... 
-..J 

710 
1,622 

417 
',654 

4,403 

1631.2 
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A.2.6 Production Co•t• and lfflclencJ 

Total co•t per eaplo1ee (wages, ••larle1 and otber per•onnel co•t•> at 

constant prices (1973) ln 1979 and 1980 ~ere approxlaatelJ 25 p.ar cent below 

tbe 1976 and 1977 level. BJ 1981, tbi1 difference ..,., reduced to a per cent 

(table Al). Thi• is in line witb tbe decline in real wages, which tbe whole 

ec~n08J bad to •uffer after 1975. In Chapter 1, it was •bovn tbat tbe ainor 

laproveaent ln unit co•t• for tbe econaJ as a whole could be realized, 

because real wages decreased at a bigber rate than productivitJ. It cannot 

be concluded froa table Al, however, lf tbi• was al•o true for tbe sector 

producing ~quipeent for power generation and di•tribution. Again, a 

con•iderable part of the developeent of tbe trends between 1977-79 appears to 

be tbe result of tbe increase in registered firas during this period. Since 

tbe newcomers bave been relativelJ ••all firms, paJing lower hourlJ wage• on 

average and eaplOJing le11 •killed labour, the effect OD unit labour Coste of 

all firas ln this •ector ls aabiguous. 

A• to the efficiencJ of the enterprises, ln most of the factories vi•ited 

during the field ai••ion plant laJouts were adequate for the production 

flows, and possible iaproveaent1 would onlJ aarginallJ contribute to improved 

o~~ations ~r cost savings. 

•evertbeless, a few cases showed considerable defa~lts ln the set-up of 

aacbinerJ, ln warehousing and in tbe flow of seai-fini1hed products between 

aachining and/or assembling centres. At the sa.e tiJme, in these cases a 

relativelJ COlmlOn phenomenon could be noticed: the uneven or sometllK's 

di1orderlJ production flow apparentlJ influenced the qualitJ of craftsmanship 

•• 1bovn bJ unproper welding gears, inaccurate aachining or 1iapl7 bJ the 

qualitJ of painting of finished products. These examples shoved again that 

tbe qualitJ of products i• influenced bJ properlJ planned and executed flows 

of products during proJuctlon. 

The plant oper-tion con1i1t1 in general of .. tal-foraing operations (e.g. 

bendiag) and in some c~•es of .. tal-cutting or reaovlng operations (e.g. 

ailling, drillin~ and lathe operating). overall, the aachines vere of good 

qualltJ and were kept iil good condition•. the age of the aachinery 

indicated, however, that hardly &DJ inve1t.aent bad taken place in the recent 
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TA~LE 38 

Value Added as a Shar of Gross Output, ISJC-383 

lSIC~roup 1976 1977 1979 1980 1981 

3831 47.9 49.8 49.7 ~3.8 44.5 

3832 45.0 43.2 42.8 39 • .., 43.6 

3e13 52.6 53.3 45.5 38.7 50.8 

3839 49.8 43.2 40.1 46.9 41.5 

383 41.S 45.4 43.3 43.0 43.5 

Source: Calculations based on Table 35 and 37. 

TABLE 39 

ISIC 3831 - Production Value and Value Added per Employee 

at Constant 1973 prices (in thousand of Soles) 

1976 1977 1979 1980 1981 

Production value per 
ecployee 798 883 803 832 731 
Value added per 
employee 382 440 399 364 325 

Source: Calculations based on Table 35 and 37. 
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TABLE 40 

ISIC 3831 - Production I~puts 

at Current and Constant Prices (1973) (in million Soles) 

1976 1977 1979 1980 1981 

Total production inputs, 
current prices 1,573 2.261 6.684 11,497 14.431 

Total production inputs, 
constant prices 888 988 1039 1116 885 

Doaestic inp~~s (%) 57.9 52.S 59.0 59.2 57.3 

(llav materi.alt) (36.8) (27.2) (27.9) (32.2) (26.~) 

(Parts and 1ccessories) (0.2) (0.3) (0.6) (0.1) (1.3) 

(Industrial services) ( 12.1) (16.0) (19.8) (15.2) (17 .8) 

(Others) (8.8) (8.4) (10.7) (11.7) (12.0) 

Icported inputs (%) 42.1 47.S 41.0 40.8 42.7 

(Rav mate!'ials) (41.4) (47.4) (40.2) (40.1) (41.6) 

(Parts and accessories) co. 1) (0.1) (0.3) (0.3) (0.4) 

(Others) (0.6) (0.5) (0.4) (0.7) 

Share of domestic rav 
materials in total raw 
materials consumed (%) 47.0 36.4 41.0 44.S 38.6 

Local 
( 1) 

cont~nt (%) 68.1 63.4 67.1 66.4 67.2 

(1) Cal(ulation based on the formula applied by the J~nta del Acuerdo 
de Cartagena: Aprcciacion global de la industria de bienes de 
capital del Peril. 1983. 

Source: HITI. 
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TABLE 41 

Salaries, Wages and Other Personnel Costs 

(in million Soles) 

Salaries and wages, fixed 

personnel 

Salries and wages, non-

fixed personnel 

Other personnel costs 

total, current prices 

Total, constant prices* 

Total lt!Dployment cost/ 

employee (con~tant 

'000 soles) 

* 1973 prices 

Source: KITI 

prices,* 

1976 1977 1979 

427 565 1,321 

11 19 67 

67 93 261 

sos 677 1,649 

285 296 256 

133 133 99 

1980 1981 

2,079 3,591 

92 187 

310 S60 

2,481 4,338 

241 266 

101 122 
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paat. Most companies had installed adequate p1oduct-testing f~ilities, yet 

in acme cllses these importat.t units were improperly equippped or used. 

The enterprises visited all used subcontracting in their production 

operations, especially cast iron parts and components. In a few cases, the 

enterprises themselves had taken over orders to improve their capacity 

utilization, e.g. for the production of pressed aluminilDD or machined 

products. Statistically, subcontracting is included under the item 

industrial services, which accounted for 12 per cent of total production 

inputs in 1976, 20 per cent in 1979, and 18 per cent 1n 1981. 

In view of this positive average picture concerning X-efficiency, the 

obviously most important factor reducing operational efficiency is the slack 

in demand. All cOT&Jpanies suffer from the low utilization of their installed 

capacity due to reduced sales in the domestic market. While in normal years 

the domestic demand for switchboards is in the order of US ~20 million, it 

has only been around US $3 million since 1981. As a result the average 

utilization of capacity is 15 \>er cent. In transformer production the 

capacity u~ilization is 40 per cent, in switchgear production (low and high 

voltage) around 20 per cent, in electric motor and alternator production 

approximately 60 per c~nt, and in cable manufacturing arollnd 50 per cer.::.. 

4.2.7 Present Market and Market Potential 

The general impression obtained from interviews with industrialists was 

that all enterprises tried to open up new markets to overcome the downward 

trend in their traditional domestic markets, and that they also made efforts 

to include new products in their range of production. However, in view of 

the overall low of industrial and public purchases, the market prospects for 

additonal products were considered to be reduced to B degree that even minor 

investments to start new product lines were not undertaken. 

For 1977 and 1979, data are available on trade, production and apparent 

consumption of ISIC 3831 (see Table 42). Exports were relatively small in 

1977, approximately 3 per cent of production, and they grew to approximately 

7 per cent in 1979. Comparing these export figures for ISIC 3831 with 

figures provided by the World Bc.nk for e><ports of ISIG 383, it shows that 
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ISIC 3831 accounted for 44 per cent of all export• of electrical machinery in 

1977 and for 30 per cent in 1979. Thus 1 the contribution of the ISIC 3831 

branch to the exports of the electrical machinery sector vas significantly 

larger than the share of the branch in the production value of the sector. 

Products with a presently high export share are alternators. power and 

distrubiton transformers. switchgears and cables. In the case of cable 

111Bnufacturing 1 approximately 40 per cent of the production is power cables. 

the remainder is telephone cables. cables of building installations and 

non-insulated cables a~ wires. e.g. for electric motors and alternators. 

However. the predominant part of production is normally sold to the 

state-owned electricity companies. Electrolima and Elektro~eru. Because of 

the reduction in public investment programnes the sales to these clients vere 

reduced cosiderably so that the manufacturers were forced to find additional 

markets. At present, the average distribution of sales of the enterprises 

covered in the field work is: 

approximately 50 per cent to the public electricity companies. 

approximately 15 per cent to industrial clients. mainly mining industry. 

approximately 35 per cent into export. 

In October 1983, Electroperu devised a (revised) Master Plan 1 which 

assumes an annual growth rate of the demand fo~ electricity of 6.1 per 

cent and for power generation of 6 per cent. These growth rates are 

above the projections of an UNDP/World Bank Study which assumes an annual 

increase of 5 per cent for power generations. In the short term (i.e. 

until 1986) even this figure might be difficult to achieve. however. due 

to the reduced investment progr&111De of Electroperu. 

The investment potential of Electroperu, holding company of all public 

pcwer companies, is determined by its income through the sales of electricity 

and its access to external sources of financing. At present. both factors 

are at a critical stage: The income generated by the sale of electricity 

does not cover costs, as increases in the fees for electricity did not keep 

up with the rate of inflation during the last 10 years. In 1983, Peru had 

the lowest electricity prices in Latin America, an Electroperu had to use 65 
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per cent of its income for deb~ service as a result of its extern.aily 

financed investment programme. At p~ese~t, the situation is gradually 

iq>roving through periodical increases of the rates. 

At the moment, the availability of external financing is not only 

affected by the weak inca::e situation of Electropen.·, but also by the 

external financial problems of Peru. It can be expected that, with respect 

to Electroperu, these negative influences can be overcome, once its income 

situation stabilizes. There are indications that international financing 

institutions are willing to finance specific projects, once Electroperu is 

able to raise its local contribution. 

Nevertheless, due to the nature of power projects, the inve6tment 

decisions on new projects will only have a mediun-term influence on the 

industry manufacturing power generation and transmission equipment, and they 

will therefore in the short term not contribute to improve the present low 

utilization of capacity. These factors have also influenced the performance 

of ISIC 3831 in the past (see Table 37) in contrast to the development of 

ISIC 3833, which only covers consuner goods. 

Not affected by these cor.straints is Eletroperu's rural electrification 

programme, which receives support from several bilateral and !!alltilateral aid 

institutions, e.g. the USA, the Federal Republic of Germany and IDB. At 

present, around 2,000 villages are without electricity supply, which affects 

60 per cent of the population. To improve this sitl•St ion an elec trif icat ion 

programme has been established for a total of US S200 million, out of which 

US $25 million were spent in 1982. 

Electroperu estimates that in the near future the following average 

number of hydropower plants will be installed: 

50-500 JCW plant capacity: 10-15 hydropower plants annually 

500-5000 KW plant capacity: 3 hydropower plants annually 

more than 5000 JCW plant capacity: less than 1 plant annually. 

In the past years, Electroperu has continuously increased its technical 

planning capBcity to cope with the requirements of implementing such a 

prograrmne of small hydropower systems. As this progratm1e is not affected 
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by adverse external financial problems and as its implementation is planned 

to proceed continuously, it represents a relatively stable demand for the 

domestic industry. 

Isolated power generation, which presently contributes about one third to 

Peru'• electricity supply, is an additional source of demand. l~ortant 

industrial power producers are: 

mining and oil: approximately 770 MW installed capacity 

sugar and fish industry: approximately 200 MW installed capacity 

other industry: approximately 170 MW installed capacity. 

There are no indications that there will be an extension of 

auto-producing systems with the exception of a mining project discussed at 

present. Yet many of the autoproducers, especially in the sugar industry, 

have considerable replacements, as there have been hardly any investments in 

the past. 

4.2.8 New Products 

are: 

New products with an apparently high sales potential in the power sector 

high voltage insulators 

forged or cast steel parts for fixing cables and insulators 

transmission towers 

steel pressure tribes and 

floodgate and canal locks. 

All additinal products with a high market potential and prima facie good 

prospects for local production by the power sector, belong to ISIC groups 

other than 3831. 

In all cases the production technology for the new products is relatively 

complex. A high quality of the raw material (e.g. steel, coaline) and 

precise manufacturing processes (e.g. rolling or forging of steel 

intennediates, casting) requires in come cases additional high precision 

machinery and equipment, and a highly trained workforce for finishing 

operations is needed, too. Furthermore, testing facilities .:-.J :ontrol 

atandards will have to be created. 
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Recommendations to Promote the Production of Power Generation and 

Transmiuion Equipment 

In view of the overwhelming importance of Eletroperu as a customer for 

the branch, future public procurement policies become a central issue in 

policies aiming at promoting the branch's development. In the past, domestic 

producers participated only to a small ciegree in public electrification 

projects. Going beyond supply problems of the branch resulting from its 

"infant" stage of development in general and some firm-specific 

inefficiencies in particular, it may be suggested that the following three 

issues explain a substantial part of the demand problem faced by the branch: 

i) El agudo problema· econ6mico-financiero por el que pasa Electro-Peru 

~ue induce a comprar equipo extranjero financiado con crEditos de 

exportac i6n. 

ii) El otorgamiento de contratos llave en mano en vez de licitarse en 

forma desagregada los diferentes coq>onentes de los proyectos. 

Pr~ticamente, todos los proyectos en ejecuci6n se rigen por la 

modalidad de contratos llave en mano. 

iii) La desonfianza sobre la capacidad de los fabricantes nacionales 

respecto a su capacidad actual y potencial de producir equipo 

electro-mecinico en condiciones de costo y calidad satisfactorios. 

A continuaci6n se plantean una seria de sugerencias para ir superando 

est as dif ic ult ad es: 

ad (1) Es indispensable hacer de Electrc-Peru una empresa economicamente 

viable elevando las tarifas elfctricas para que estas se acerquen a 

los riales costos de producci6n de energ1a y, por otro lado, 

haciendo los aportes de capital que ahora inevitablemente requiere, 

dada la poHtica de tarifas subvencionadas seguida tradicionalemente 

y que ha descapitalizado a esta empresa. 

Las tarif as de energla elk trica son las mh bajas de lat inoamhica, 

excepto Colombia. Er. promedio la tarifa residencial es de 2.4 
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centavos de US $/KWH frente a 13, 12 y 11 centavos que ae cobran en 

Panami, Chile y Argentina reapectivamente. La tarifa promedio 

iRiustrial es de 3.8 ctva. de US $/KWH, cuaRlo en la aayor{a de 

paises latinoamericanos fluctua entre 5 y 7 centavos 

Para llegar a cubrir los costos according to one estimate las 

tarifas vigentes necesitar{an un reajuste en tErminos reales de 

80%. Actualmente estln por debajo de los costos operativos, que en 

un gran niimero de ciudades importantes y pequeftos problados servidos 

por centrales termo-elb::tricas, demandan alrededor de 8 centavos de 

d6lar solmnente para combustible y lubricants. 

De mantenerse las tarifas actueles according to one estimate el 

Estado tendr{a - que dar en los pr6xi.mos diez aftos un monto de 

s2,ooo millones de d6lares en subsidios a las empresas de servicio 

elEctrico. 

ad (ii) Al igual que en las licitaciones de CENI'ROKI~Peru (Empresa Mioera 

del Centro) en que se desagregan los diferentes coq:.ooentes de cada 

proyecto, Electro-l'eru deberi licitar los proyectos de 

elctrificaci6n por partes. 

It appears that la aplic.~ion del Reglamento de Construcciones vigente 

creates substantial problems for las empresas de ingenier{a y 

construcci6n civil nacionales al pedirles requisitos de e:xperiencia y 

fijar los montos minimos de contrataci6n que las ponen fuera de camino 

desde el inicio. Ellas terminan haciendo las obras - por partes pero en 

calidad de sub-contratistas, produciendose el circulo vicioso de que no 

se les da las obras di rectamente por que nunca han tendio experiencia 

previa contratando para obras completes de gran magnitud, y nunca 

obtienen dicha experiencia por que no acceden a la contrataci6n directa 

en las mismas. De esta forma las empresas ~acionales no logran hacer 

curriculum para presentarse en las grandes licitaciones dentro del pa{s y 

menoa en el extranjero. 

ad (iii) One approach towards a solution of this problem might be to hacer 

funcionar en forma efectiva la Comiai6n de roncertaci6n El~ctrica. 
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El objetivo de esta Comiai6n es que representantes del sector 

publico y de las empresaa productivas ae reunsn a fin de que 

discutan aobre las posibilidades y formas de incrementar las compras 

de e"1ipos locales por las empresas empresas estatales del 

aub-aector elEctrico1 particularmenta Electro-PerCi. Thi~ aspect 

concerning improvement in the institutional framework will be taken 

up in section 4.3 and will be discussed with a viev of some 

c~lementary measures required to facilitate its realization. 

It should be re-emphasized, though, that these improvements of the 

insitutional framework would need to be complemented by steps to improve 

product quality and facilitate product upgrading. Policies encouraging 

foreign investment and technology transfer through licences are equally 

iq,ortant as support to the own efforts of industry in this direction. 

All of the Peruvian companies visited had testing laboratories. and most 

of them were at least adequately equipped for the current testing 

requirements of the industry. Nevertheless, in the prodution of electric 

equipnaent it 1s quite cOlllDOn to text equipment under extreme load 

conditions. These facilities are very costly and would 1 especially under the 

present difficult situation of the industry. hardly be justifiable for any of 

the enterprises. 

In contrast, a common facility for the power utility companies and for 

the producers of electric equipment might prove to be an adequate investment 

and a cost saving solution to strengthen capacities according to 

requirements. It can also stiaJlate the industry to take up additional 

production of components and equipment, especially in the range of medium and 

high voltage. The institution which appears most appropriate to further 

investigate this concept is InNI'EC. 

One of the most important areas to be possibly covered by ITINI'EC is the 

design of norms and atamards. These should be compulsory both for the power 

utility companies and the industry. The detennination of standards should bt 

combined with regional efforts by the Junta del Acuerdo de Cartagena, for 

which ITINI'EC is responsible in Peru. 
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4.3 Mecani1111os para lncrementar la Particip1eion de la lndustria Local 

de Bienes de Capital en la Mineria y en los Proyectos de 

Elec trif icac ion 

In the previous sections, the structure, performance, prospects and 

specific constraints of the branches producing capital goods for the mining 

and electricity sector were analyzed separately. The issues to be raised in 

this section are equally i~ortant for both branches. Firstly, they address 

concepts relevant for the whole capital goods sector. Secondly, both 

branches depend largely on sales to public or publicly ontrolled cust~ers, 

which results both in common problems and in coamion requirements for dealing 

with these issues. 

At the core of the suggestion to follow is the implementation of an 

efficient ''buy national" policy as a short term measure to activate demand 

for domestic producers. This policy, however, would need to be designed such 

as not to provide disincentives to efforts aimed at meeting the requirements 

of intentational competition. Efficiency in this c~ntext involves two issues. 

Firstly, an efficient "buy national" policy should not be considered and 

designed as a complementary step to a return to substantially higher levels 

of protection. On the contrary, it should substitute for this by directly 

raising demand for domestic producers instead of diverting demand through 

raising protection. In fact, the adherence to protection levels lower than 

in the 1970s would reduce the cost of such "buy national" policy by t?nabling 

national producers to use inputs at prices not too much above world market 

prices. 

Secondly, "efficiency" in this context requires to maintain as many as 

possible elements of the market-economy model in this approach. This implies 

that ''buy national" should not be a rule which public clients would have to 

follow irrespective of cost and quality differences between national and 

international offers. "Buy national" requirements should not be, therefore, 

forced upon public customers, but they should be tied to realistic 

preferential margins for domestic producers. Coupled with improvements in 

the i~stitutional framework and efforts to solve sector specific problems as 

analyzed in the previous sections, such a "buy national" policy would in fact 
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combine the efficiency increasing efforts to 8dhering as •uch as possible to 

market principles with the need of domestic produc~cs for "infant industry 

protection", or better, "infant industry atter.c.ion". 

In more detail, amongst the central issues would be the following: 

1. As previously indicated, the role of the Comisi6n de Concertac i6n 

ElE<:trica should be revitalized. Similarly, ~he establisbnent of a 

Comisi6n de Concertaci6n del Sector Minero is recommended. In both 

coumissions, the industrial branches/sectors, the major public 
l/ . h be customers- and the Government mig t represented. 

Una comisi6n de concertaci6n de este tipo, debe analizar, los 

requerimientos en corto y medio plazo de los equipos y las posibilidades 

de ~er fabricados por la industria nacional, tomando en cuenta tanto 

aspec tos econ6micos como t&:nicos. 

Tambien, aun ~uando no se haya producido antes un bien similar en el 

pais, la Comision podra analizar si es o no fa~tible producirlo 

loca lmente. 

On the bais of performance requirements and supply constraints identified 

in this for1.m1 1 it is suggested that a group of independent experts appointed 

by the Govenunent would review the medium and long term investment 

requirements of both the electricity and the mining sector in view of recent 

developments. On this background the possibilities of the domestic 

industrial sector to serve these demand requirements should be assessed on a 

product by product basis, considering both its present potential and its 

needs for techno!ogical and organizational upgrading in order to increase 

this potential. It is recommended that these tasks should be performed using 

both domestic (possible ITINI'EC) and international technical expertise (with 

the help of multilateral and bilateral technical assistance funds). 

It is rec0111Dended that on th£ basis of the findings of this independent 

expert ~roup the detailed elements of a "buy national" policy should be 

]J In the case of mining, however, also the participation of South~rn Peru 
Copper Corporation would be essential. 
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•pecified, using realistic preference margins for domestic producers. In 

order to provide inc:ent:ves to meet international co~etition it is 

recommended to preannounc~ a schedule for decreases of this marr,in over time. 

2. To facilitate efforts of domestic suppliers to start the production of 

new products without increasing excessively the risk of domestic 

customers, as a complementary measure it is recom:nended to establish a 

performance guarantee scheme (for instance, incorporated in F~CAP) which 

would reduce the risk of customers purchasing items which were not 

previously manufactured in the country. The funds required for this 

scheme might be raised, e.g. by allocating a fraction of present i~ort 

duties on power generation equipment and mining machinery to this 

insurance scheme. 

3. As to public tenders financed by international organizations, it should 

be considered that $1 earned by a domestic producer who obtained the 

contract would have the same value as $i. earned by exportation. 

Consequently, it should be considered to grant domestic producers bidding 

for internationally financed tenders the same tax exemptions and the same 

incentives which they would receive in the case of exporting (and which, 

in fact, foreign exporters bidding for this tender would receive in their 

countries). As, however, a CERTEX type subsidy might not be acceptable 

to international donors, it should be considered to e7tend the system of 

temporal admission of duty free imports (dral!rback scheme) to domestic 

producers '>idding for internationally financed tenders. 

4. In a corresponding way and by the same reasoning, domestic producers 

bidding for internationally financed tenders should be granted exemptions 

from presen~ labour legislation similar to the ones to which exporters of 

non-traditional exports are entitled. 

La Ley de Exportaciones no Tradicionales permite que las empresas 

exportadoras firmen contratos the trabajo a plazo determinado, al tEnnino 

del cual cesa el v{nculo laboral, estableciendose ~asos indP.mnizatorias 

en ca so de despido antic ipado. Este r~g imen, se ap 1 ica tambi En de manera 

similar para otras actividades como la construcci6n civil. 



5. Se requiera terminar de reglamentar la Ley de Industrias aprobada en 1982 

por el Farlamento en lo referente al Cap{tulo de la Protecci6n a la 

lncbstria Nacional, en sus art{culos 29 al 33. Estos artf.culos 

establecen diversas normas que deben seguir las empresas licitantes en 

concursos de caracter intemacional. Asi, se sen.ala que, incluso en 

regimenes de exoneraci6n de arancelas de iq>ortaci6n, para efectos de 

comparaci6n con los productos nacionales los productos extranjeros 

deber6n valorarse incluyendo los aranceles que pagarian si no existiese 

la exoneraci6n correspondiente, excepto en los casos de financiamiento de 

organismos internacionales. Asimismo, se establece que ~n cade 

licitaci6n, el Ministerio de lndustria, Turismo e lntegraci6n debed 

seftalar el porcentaje minimo de participaci6n de la industria nacional; 

ce obl iga tamien en los proyec tos "Have en ma no" 1 a adquirir los 

components nacionales que cumplan con los requisit~s de las bases; se 

establece que los precios de los componentes ofrecidos por los postores 

extranjeros, no podr!n ser inferiores a los que rigen en su pais de 

orig en; se fijan nonnas tknicas a los produc tos import ados. En genera 1 

se buses que las bases de las licitaciones no incluyan condiciones que 

excluyan la posibilidad de concurrir a los productos nacionales. En case 

de incl.IDplimiento del alguna de estas normas, le Ley prev~ la nulidad de 

la lie itaci6n. 

Gran parte de estas disposiciones no han sido aun reglamentadas por el 

Gobierno. Se ha creado una Comisi6n Consultiva de Adquisiciones que 

revisa las licitaciones ante un reclamo de cualquier industrial nacional, 

y determina si cabe o no la nulidad de la misma. Sin embargo, esta 

Comisi6n solo tiene autoridad para resolver los asuntos tratados en el 

art{culo 29, es decir, lo referido al margen de preferencia arancel~rio 

que debe tener el producto nacional, pero no puede ver los otros aspectos 

mencionados. Por lo tanto, deberian d~ ampliarse las funciones de la 

Comisi6n para resolver tambiEn los otros temas, exepto el referente al 

Arti~ulo 30 de la Ley de Industrias, para lo cual debe instalarb~ otra 

Comisi6n espe.cializada que determine el grado de participaci6n minimo de 

la industria nacional en cada licitaci6n publics. This would be done 

using the results of national andf international expertise in the 

framework outlined above (pont 1). Ademas la Comision Consultiva de 

Adquisiciones no solo debe actuar como revisora, una vez que ha concluido 

la licitacion, sino desde un comienzo, analizandose y pronunciandose 

respecto a las bases df' la licitacion, para no trabar su posterior 

desarrollo. 
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6. In addition to these measures aiming at the establishment of rules for 

public procurement policies, it seems essential to allocate sufficient 

resources to the Fondo de Financiamiento de Bienes de Capital (F~CAP). 

Este fondo se ha venido financiando eediante aportes frecuentes y 

limitados del Banco Central de Resesrva (BCR}. Continuamente los 

miembros del ComitE de Bienes de Capital de la Sociedad Nacional de 

Industrias ban tenido que dedicarse a hacer gestiones para que el BCR 

destine parte de los recursos del Programa Monetario hacia el FONCAP. 

Tales limitaciones no solamente ha inducido a que se pierdan interesantes 

oportunidades de venta, sino que, fundamentalmente, crea une sensaci6n d,·_ 

inseguridad y desconfianza en los fabricantes de bienes de capital, l& 

cual seria un imped imento definitivo para que se dee idan ha efec tuar las 

inversiones en el desarrollo de sus empresas para aprovechar, 

al menos en parte, la encorme demanda de equipos que se derivaran de la 

realizaci6n del Plan Maestro de Electricidad y de la apertura de nuevas 

minas. 

In principle, and also with a view to the need for monetary 

stabilization, it does not appear to be advisable to base the financing of 

FOOCAP on the creation of money by the Central Reserve Ba·:k (BCR). Instead, 

various alternatives to provide "real" resources to FONCAP should be 

analyzed. One would be to discuss with the Inter America Develo~ment Bank 

the possibilities to extend its present progra11111e of financing regional trade 

of capital goods also to domestic sales. Secondly, an alternative to be 

studied to strengthen the FONCAP, consists in its financing (as in Columbia) 

thro~h bond• in the capital market instead of reaming to the Central Reserve 

Bank's monetary progranme. 

Finally, similar to the case of the insurance scheme for purchasers of 

new products, part of the revenues derived from existing iq>ort tariffs on 

caital goods might be allocated to FOOCAP. 

Clearl• ._hese three opt.ions are not at all mutu&lly exclusive and a 

combination of them might turn out to be the most feasible solution. 

Whatever financing model should be applied, major emphasis should be put of 

1ecuri~ a continuous and 1table flow of reaourct:s to FOOCAP in order to 

provide domestic producers a sufficiently stable planning horizon. 
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These meaaures to pr.,vide a sufficient flow of resources to FONCAP, 

however, would need to be complemented by steps ensuring an effic:ent use of 

these resources. In the pas\: 1 'iui-':.AP 1 ranted credit at interest rates which 

sometimes resulted in an effective sub1idizati~n of sales of domestically 

produced capital goods. Clearly, altl'Kugh it may be justified to gr.-nt 

preferential credit terms to purchasers of auch capital goods, an effective 

subsidization does not appear to be advisable. Instead, real crecti~ tenns 

similar or even marginally higher than the ones being offered ~o exporters 

should be aimed at. 
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E.p.56 Large mining inc ludea those companies with aa les of •ore than US 

tlOO million per year. The•e are: 

Southern Peru Copper Corporation, with two mines and a foundry. 

Centromin, with aix •ines, a foundry and a refinery. 

Minero Peru, with one mine and two refineries 

Rimo Peru with one aine. 

The first coq>any is a foreign company, the other three an. state-run 

companies. Altogether they have a capacity for ore concentration of 90,000 

•etric tons/day, which is equivalent to 75 per cent of all Peruvian capacity. 

Medium-sized mining includes 72 private Peruvian coq>anies, 3 state-run 

companies ad 6 foreign companies, selling more than US $million/year. They 

make up for 90 per cent of all ore-concentration Peruvian plants, even if 

their ore concentration capacity is altogether of 27,000 metric tons/day 

only 
1 

i.e. 25 per cent of domestic capacity. 

Small-sired mining includes more than one thousand small producers, 

selling less than US 0 million/year. They are characterized by not having 

own ore concentration plants. They limit themselves to the extraction of the 

mineral and they sell it to those companies which further process it. 

English 79 

i) The acute economical/financial problem which faces Electro-Peru, 

leading it to buy foreign equipment through finsncing with export 

credits. 

ii) The granting of turnkey contracts instead of offering for tender the 

separate components of the project. Practically, all actual 

projects are dealt with through turnkey contracting. 

English 80 

iii) Lack of confidence in the domestic manufacturer's ability with 

respect to their actual and potential capacity to produce 

elec tro-mechar.i"~~ equipment at a reasonable price and satisfactory 

quality. 
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qualltJ. 



Pollowlns l1 a 1erle1 of 1u11e1tlon1 to overccee 1ucb dlfflcultl••· 

ad (1) 

It l• e11entlal to help aake llectro-Peru an econoalcallJ-Ylabl• fora bJ 

ral1lng electric-power. Tariff• to aatcb real production co1t1, and 

through a badlJ-D•eded capital lajection after 10 aaDJ Jear1 under a 

111t .. of 1ubventlons for electrical pover-tariff1 which in the end bas 

de-capitalized lt. 

llectric-power tariffs are the lowest ln Latin America vltb the exception 

of ColOllbla. The average reside&tial tariff ln US I0.024/lwll versu1 US 

I0.13, 0.12 and 0.11/lvll charged re1pectlvelJ ln Panaaa, Chile and 

Argentina. The average lndustrlal tariff l1 US I0.038/lwll ver1us between US 

$0.05-0.07/lwH la 1101t Latin .19erlcau countries. 

In order to aate up for actual co1t1, pre1ent tariff• would, according to 

one e1tlaate, need an adju1t.ent of 10 per cent ln real teras. •ovadaJs 1ucb 

tariffs are below operative co1t1 wblch are of approxlaatelJ US $0.08 onlJ 

for fuel and lubricant•, ln a great nuaber of laportant cities and 1aall 

towns vltb ther11D-electrical power 1tations. 

lngli1h p. 11 

According to one estiaate, should the present tariffs be kept, the State 

would have to paJ approxlaatelJ US 12 billion during the next ten Jear1 ln 

tbe fora of 1ub1ldle1 to the power coapanles. 

ad (ii) A• in the ca1e of CEllTROllIN-Peru (lapresa Kinera del Centro) ln 

which each project ls disaggregated into its components for bidding 

purpo1e1, 10 should llectro-Peru offer lt1 projects for tender. 

lngli1h 

82 

It appears that the application of the present Building Regulations 

create• 1ub1tantlal probleas for dome1tlc clvll-englneerlng and 

bulldlng flnas bJ setting ainlaua experience requirement• and 

establishing ainiaua contracting quotas which excluded them from the 

1tart. In the end, such firm• do the job, but as 1ub-contractors, 

due to the viciou1 circle where due to their lack of e1perience wltb 

large-1cale project•, tb•J are never asked to do the job; and tbeJ 

never get "t~e experience needed" because theJ are directlJ never 

asked to do it. Tbu1, d011estlc flras never achieve a track-record 
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to be pr•••Dted at laportant blddlDg1 vlthlD th• couDtrr. and •••D 

les1 abroad. 

ad(lll) & po11lbl• approach lD order to flnd a solutloD to thl1 probl .. 

alght be to get the Comi1l6n de Concentracl6n 116ctrlca to wort 

effectlv•lJ. 

Tbls c011ai1sion alas at getting together representatlve1 of the publlc 

and productive sector1. ln order to dl1cu1s the va11 and po11lbllltie1 of 

lncrea1ing the share of d09e1tlc equlpeent. partlcularlJ of llectro-Peru. lD 

public electrical buJlng. 

logll1h 

84 •.3 llechanl1111 to increase the 1hare of th~ d09e1tlc capital-goods 

lndu1trJ in aining and tbe electrical-power projects. 

Sngli1b 

as 1 ... 

•. 17 

& coordinating ce>1111i11ion of this kind should analyze 1hort and 

aediua tera needs of equipment and the possibilities to have it aade 

bJ d09e1tic industrJ. taking into account the econoalc aspects as 

well as the technical ones. 

Bven if a siallar good bas not been rroduced before within tbe 

countrJ. the c01111l1slon vlll be able to anal1ze lf lts local 

productions would be viable or not. 

The 1lgnlng of fi1ed-tera labour contract•. at tbe end of which the 

labour link is cut establishing 1everence paJ tariffs ln r.ase of 

previous dl1al1sal. ls allowed bJ the •on-traditional l1ports Lav. 

Tbese regulations applJ as well lo a similar vaf to other activities 

aucb as clvll-bulldlng. 

5 It ls nece1sar1 to coaplete the regulations to tbe Industries' Law 

approved ln 1982 referring to tbe Chapter on Protection to Domestic 

Indu1trJ, specificallJ chapters 29 to 33 which establish various 

rules to be followed by domestic firas ln international biddings. 

Thus. lt ls stated there that even within a s1stea of iapoi·t-tariff 

e1eaption, in order to compare national products vitb inte~natlonal 

ones, the international products should be value adding tbe tariff 
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•ucb product• would bave to paJ •bould tber• be ao ezeaptlon. 

ezcludlag tbe ca••• where there ezl1t1 financing bJ international 

organi&ations. It is e1tabll1bed. a• w.11. tbat tbe BinistrJ of 

Indu1tr,. Touri•• and Integration would have to e1tabli1b for each 

bidd~ng. tbe alniaua participation of dome1tic lndustrJ; turn-k•J 

project• are obliged a1 well to obtain national coaponent1 wblcb 

98et basic requirements; duaplng practice• are not allowed for 

foreign bidders; and laport product• au1t aeet technical •tandard1. 

Baile bidding rule• trJ generallJ to avoid condition• which would 

ezclude possible national bidders. .lnd ln the case of 

non-coapliance with tbeae rules. the Lav for1ees the non-vallditJ of 

the bidding. 

The Government ha• not Jet regulated aanJ of these provl1lons. A 

Consulting Comaission for Purchasing (Coaisl6n Consultlva de 

Adqui•iciones) bas been foraed to revise offers fbr tender should a 

claia froa a doaestic producer e8erge. and rules the validitJ or 

non-vallditJ of the clala. •evertheless. the Commission bas onlJ 

autborltJ to rule on issues discussed under act 29 i.e. the ones 

referring to the preference tarlf f aargin which should bave the 

domestic product, but it cannot go through otber aspects. 

Therefore, the COBBission's functions should be broadened to include 

as vell all otber issues with the ezception of act 30, for which 

another •peciali&ed COBDission ls •~~ded in order to establi•h the 

ainiaua level of participation of domeGtic lndustrJ for each public 

offer for tender. This would be done using the results of national 

and lnternatlonal espertlse ln the framitork outlined above (pont 

1). In addition, the Consulting Commission for Purchasing should 

not onlJ be a reviser once the bidding ls over, but should from the 

start, analyse and coanent the basis of the offer for tender, in 

order not to binder its ...... development. 

6 In addition to these aeasures aiaing at the establishlllent of rules 

for public procurement policies, lt 1eeas esse~tial to allocate 

sufficient resources to the rondo de Financiamiento Ge Bienes de 

Capital (FONCAP). 
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Frequent but llalted flnanclng fraa tb• aatlonal Central lank (Banco 

Central de Reserva, ICR) bas aalntalned tbls Fund. tbe 11eabers of 

tbe Capital Goods C0111alttee froa tbe •atlonal SocletJ of Industries 

(Coalt' de Blenes de Capital de la Socledad ••clonal de Industrias, 

bave bad to push for tbe Central Bank (BCR) to aake available to 

FONCAP part of the BonetarJ Progr&1111e 1 s funds. Such llaltatloo1 

baYe led not onlJ to a 1011 of interesting sales opportunities, but 

to create a feeling of lnsecurltJ and lack of confidence betveen 

capital goods aanufacturers, ~lch would be a real hindrance for 

tbea to lovest in developing their 0"'11 industrJ ln order to take 

advantage, at least partiallJ. of the enor90us increase in equipment 

deaand derived frOll the accoaplishmient of tbe llectrlc-Posver Plan 

(Plan Baestude llectrlcidad) and the opening of nev aines. 




