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INTRODUCTION

1. The Regional Expert Group Meeting for Latin America and the Caribbean on
the Capital Goods Industry with Emphasis on Machine Tools was held from 8 to
11 April 1991 at the headquarters of the Economic Commission for Latin America
and the Caribbean (ECLAC) in Santiago, Chile. The meeting was organized by
the United Nations Industrial Development Organization (UNIDO) with the
co-operation of the Latin American Economic System (SELA) and ECLAC, and was
attended by 29 participants, 2 observers and representatives of SELA and
ECLAC. 1/

2. The main objectives of .he meeting were:

(i) To review the problems faced by machine-tool producers in the Latin
American and Caribtean region in the light of global trends in the
machine-tool industry;

(ii) To exchange experiences on the use of conventional and advanced
machine tools in the metal-working and engineering industries;

(iii) To propose effective modalities for bilateral, regional and
international co-operation in the capital goods industry in general,
and the machine-tool industry in particular; and

(1v) To define issues to be further elaborated by the UNIDO Secretariat
and presented to the Fourth Consultation on the Capital Goods
Industry with Emphasis on Machine Tools.

I. AGREED CONCLUSIONS AND RECOMMENDATIONS

Conclusions

3. The machine-tool industry is of strategic importance by virtue of its
contribution to the technological development of the metal-working and
engineering industry.

4. There has been a significant decline of the machine-tool industry in the
Latin American and Caribbean region, and the region as a whole has been
marginalized in terms of global production and trade. Production of machine
tools in the region is heavily concentrated in Brazil and to a much lesser
extert in Argentina, while in some of the other countries it consists mainly
of assembly operaticns and the manufacture of simple machines. Factors that
have contributed to the limited development of the machine-tool industry in

1/ See Annex 1: List of participants.




the region include, inter alia,

i) The economic crisis and investment decline in the countries of the
region; and

ii) The lack of long-term industrial policies.

5. Industrial promotion policies have substantially changed in many Latin
American countries and disappeared ir some of them, and that fact, in
combination with the steps being taken to open up their economies to external
trade, is creating serious difficulties in terms of the survival of many
capital goods industries in the region.

6. Owing to the heterogeneity of the machine-tool industry, there is wide
scope for producers of ccnventional machine tools for local, regional and
international markets.

7. Ample opportunities exist fcr regional co-operation in the machine-tcol
industry in the Latin American and Caribbean region. This co-operation may
take different forms, such as:

(i) Promotion of new projects for local production of machine tools with
the help of producers already estwolished in the region;

(ii) Subcontracting arrangements for the production of parts and
components;

(iii) Assurance of adequate after-sales service and technical assistance
by producers of machine tools in the region for user countries;

(iv) Quality control arrangements that may include requirements for
quality certification; and

(v) Training at all levels from product design toc shop flocr operations
and technical management.

8. The absence of appropriate financing that will simultaneously promote the
production and export of machine tools as well as permit competition with
imports is a major constraint for the machine-tool industry in the Latin
American and Caribbean region.

9. The widespread practice of importing used machinery or accepting foreign
investment for the sake of the transfer of obsolete industrial plants has
created an industry in Latin America which has been inefficient since its
inception, uneconomic with regard to international competitiveness, and
injurious to local consumers, who have been obliged to purchase products of 2
lower quality and at a higher price than on the world market.

Recommendations

10. Governments should develop harmonized long-term policies with a
perspective of regional integration for the development of the capital goods
industry in general and the machine-tool industry in particular.




11. Latin American and Caribbean countries that have already entered the
machine-tool industry should strengthen it., while measures to foster more
efficient utilization of machine tools should be strengthened in all
countries. Entry into the machine-tool industry by newcomers should be based
on assessment of the strategic importance of the industry, the time horizon in
which they operate. the existence of basic infrastructure and the perspective
of being competitive.

12. Machine-tool producer countries should develop and adopt industrial
policies aimed at promoting investment in the metalworking and engineering
sector and provide incentives for the local production of machine tools to
compensate for the reduction of trade barriers.

13. Special attention should be given to the specific problems of the
Caribbean region. UNIDO is invited to convene a meeting of users and
potertial users of machine tools in the Caribbean region with their potential
suppliers within the Latin American and Caribbean region to investigate and
explore the issues related to the use of machine tools and the production of
capital goods, spare parts and components.

1l4. Customs authorities should review their regulations for the temporary
export and import of machine tools in such cases as leasing arrangements,
trade fairs, etc., among the countries of the region with a view to
streamlining and formalizing such arrangements on a sustained basis.

15. The Inter-American Development Bank is urged to revamp its facility for
intraregional trade on capital goods and pursue further negotiations on this
subject with the World Bank and other financial institutions. Likewise, ALIDE
(Asociacion Latinoamericana de Instituciones Financieras de Desarrollo) and
CAF (Corporacion Andina de Fomento) are also urged to search for mechanisms to
solve the financial problems of the sector.

16. Governments and financial institutions should initiate studies on debt
reduction schemes that involve trade and investment in the machine tool
industry.

17. Technical assistance centres should be promoted to facilitate the solving
of any problems that might arise with machine tools during the warranty and
post-sales period.

18. Co-operation and co-production should be promoted and encouraged between
manufacturers of machine tools and regional manufacturers in the areas of
product development and integration of spare parts.

19. The formation of associations of manufacturers of machine tools to
promote marketing, pre-sales and post-sales service and technical training of
users in the countries of the region which do not yet manufacture machine
tools should be supported and encouraged.

20. Government authorities should be requested to streamline the formalities
for the importation of machine tool spare parts or components in order to
avoid delays in repair of machines.

21. The governments of the region should maintain strong, dynamic policies to
promote the buying of domestically and regionally produced products in view of
the stimulating effects of State purchases on the industry.




22. UNIDO should expand its fellowship programmes for (i) training of
machire-setters and programmers; (ii) post-graduate studies for production
engineers in the field of new technologies; (iii) engineering courses on the
maintenance of numerically controlled machine tools (NCMT); (iv) post-graduate
studies for NCMT electronic and electrical engineering designers; and (v)
management courses Ifor engineers concerning technical aspects of NCMT
purchasing.

23. Covernments are called upon to avoid the importation of obsolete
seconc-hand machine tools.

24. UNIDO and other international and regional organizations are called upon
to assist and support the countries of the Latin American and Caribbean
region, upon request, in the implementation of these recommendations, with
special attention given to the smaller countries.

25. The issue of "Conditions of entry and measures to promote competitive
local production and effective utilization of machine tools in developing
countries” should be elaborated by the UNIDO Secretariat and discussed at the
Fourth Consultation on the Capital Goods Industry with emphasis on Machine
Tools. This issue should take into account the following aspects:

(i) Stable, favourable industrial policies;
(ii) Plans for financing in regard to investment, trade and
technological innovation;
(iii) Marketing strategies and entrepreneurial policies;
(iv) Human resources development;
(v) Acquisition and promotion of machine-tool technologies;
(vi) Complementary aspects of production and regional co-operation;
(vii) Industrial reonrganization as it relates to the use of
high-technology machine tools; and
(viii) User-producer relations.

II. ORGANIZATION OF THE MEETING

Opening of the meeting

26. The meeting was opened by the Director of the System of Consultations
Division of UNIDO. In his opening remarks, he expressed his appreciation to
SELA and ECLAC for their co-operation in arranging the meeting. He outlined
the objectives of the meeting and drew attention of the participants to the
important tasks ahead including selection of issues for the Fourth
Consultation on the Capital Goods Industry with emphasis on Machine Tools,
which will be held in Prague, Czech and Slovak Federal Republic.

Mr. Latortue underlined the importance which UNIDO attaches to the development
of the capital goods sector in Latin America and drew attention to the
regional consultation on the restructuring of the capital goods sector which
is scheduled for the 1992/93 biennium. A regional programme for industrial
automation of the capital goods sector in Latin America nhas also been
initiated.




27. The opening session was also addressed by Mr. Grebe Lopez on behalf of
SELA and Mr. Fernando Fajnzylber on behalf of ECLAC. The two speakers
described the activities undertaken by their institutions in the industrial
sector in general and in the capital goods sector in particular.

Election of officers

28. The following officers were elected:

Chairman: Mr. Salvador Lluch (Chile), Secretary General, ALABIC
Vice-Chairman: Mr. Einar Kok (Brazil), Director, SINDIMAQ-ABIMAQ
Rapporteur: Mr. Disrael Hutton (Jamaica), Director, Technical

Engineering Services, JAMPRO

Adoption of the agenda

29. The meeting adopted the following agenda:

1.

2.

Election of officers

Adoption of the agenda

Global discussion on alternative development routes of the
metalworking industry with or without a machine-tool industry.

Problems confronted by producers of machine tools in the Latin
American and the Caribbean region

(a)

(b)
(c)
(d)

(e)
(£)
(g)
(h)

Status of metalworking and engineering industries and prospects
for growth

Integration versus subcontracting arrangements/possibilities
Institutional framework

Industrial policies, particularly with regard to domesti:
industry protection

Domestic, regional and internatinnal markets

Comparative advantages

Industry standards especially for software

Eatry into production of NCMT

Froblems confronted by users of machine tools in the Latin American
and the Caribbean region

(a)

(b)
(c)
(d)
(e)
()

(g)
(h)

Experience of main users especially on diffusion of electronics
technologies and prospects for production and trade

Choice of technology between conventional and NCMT

Use of computer-aided design

Industrial competitiveness

Quantity and quality of employment

Organizational changes as prerequisites for acquisition of
flexible automation

Training of personnel

Information/documentation for low-risk decision-mai-ing




6. Experiences on bilateral, regional and international co-operation

(a) The Capital Goods Integration Agreement between Argentina and
Brazil

(b) Harmonization of promotion policies

(c) Impact of trade liberalization on domestic industry

(d) Tariff and non-tariff barriers

(e) Instituticnal arrangements

(f) Research and development

(g) Training

(h) Information exchange

(i) Role of multilateral agencies

(j) Financing problems of modernization programmes

7. Conclusions and recommendations

8. Adoption of the report of the meeting.

Documentation

30. The documents listed in annex 2 were distributed to the participants.

Adoption of the report

31. The report of the meeting was adopted by consensus at the final session
on 11 April 1991.

III. SUMMARY OF DISCUSSIONS

32. A representative of the UNIDO Secretariat introduced the discussion paper
entitled "Global Developments in the Machine-Tool Industry: Impacts on Users
and Producers in Developing Countries® [ID/WG.508/6(SPEC.)].

33. He stated that a global perspective of the industry was particularly
relevant for two main reasons: (i) the high level of international trade of
the industry, and (ii) through the technological evolution of its products
from conventional stand-alone machine tools to mechatronic systems, the
machine-tool industry had changed the factors of competitiveness in the
engineering industries. Within the engineering industries, the machine-tc..l
industry played a role similar to that of the semiconductor industry in the
electronics industries.

34. He gave examples of the factors which have contributed to the develcpment
of the machine-tool industry in some of the leading producer countries:
Germany, United States of America and Japan. For Germany these factors
included: (i) the industry is made up of medium-scale enterprises often
specializing in one category of machines. Many of these enterprises were
subsidiaries of large engineering firms. The parent firms considered their
machine-tool subsidiaries as long-term investments and did not include them in
their quarterly financial reports, (ii) the domestic demand of machine tools




in Germany was highly sophisticated. Technical superiority was of utmost
importance to the German market; (iii) Government funding for research and
development and training institutions; (iv) mastery of mechani.al engine-ring
technologies and close collaboration between mechanical and electronics _irms.

35. In contrast he pointed out that the machine-tool industry in the United
States of America had undergone significant decline over the years which had
resulted in the position of that country changing from number 1 to 6 in
production value. Factors contributing to the decline included (i) shortage
of human resources, (ii) lack of export orientation: the geographic
clustering of the firms around user markets and their reluctance to export
gave the firms a regional view of the business leaving them unaware of
developments elsewhere; (iii) technological bias towards military
applications for advanced machine tools; and (iv) the tendency of U.S.
engineering firms to favour proven technologies.

36. Japanese success in numerical control machine tools could be attributed
to (i) company organization and the synergies that have been possible
especially between computer, semiconductor and machine-tool firms; (ii)
manufacturing capabilities. Japanese industry had achieved major successes in
precision machinery associated with consumer products such as watches, sewing
machines, and miniature bearings used in video tape recorders. Knowledge in
precision machinery was crucial for the machine-tool industry; (iii)
sophisticated market demands as in the case of Germany; and (iv) industrial
policy.

37. He presented data on the diffusion of numerical control machine tools in
various engineering industrial sectors based on national inventories. An
accelerated pace of acquisition of numerical control machine tools by small
and medium-scale enterprises had been perceived in recent years.

38. Three possible issues for the Consultation were then presented, namely:

(i) Conditions of entry and technological advancement of the machine
tools industry
(ii) Considerations for the use of advanced machine-tool technologies
in metalworking and engineering industries
(iii) Elements of regional and international co-operation in the
production and use of machine tools.

39. Another representative of the UNIDO Secretariat introduced the document
entitled "Machine Tools in Latin America" [ID/WG.508/3(SPEC.)]. He stated
that the document analysed the production, use and trading of machine tools in
Latin America with special emphasis on flexible automation equipment. The
industrial policies that have influenced the development of the machine-tool
industry in the region were also analysed.

40. He said that production of machine tools in Latin America constituted a
very small portion of world production. In 1988, the region accounted for
only 2% of the world’s total output. Machine-"ool manufacturing had been
concentrated in Argentina and Brazil. Some production had also been carried
out in Colombia, Chile, Mexico, Peru and Venezuela.

41. In recent years there has been a dramatic decline in the production of
machine tools in Latin America. Thus, for example, in Argentina four times as
many units were produced in 1973 as in 1988. In Brazil, the number of units
produced in 1988 was only half of the 1979 output.




42. Production of numerical control machine tools (NCMT) was carried out
mainly in Argentina and Brazil. Although the number of NCMT units produced
was relatively small, NCMTs accounted for a significant portion of the
value-added output for the machine-tool industry. The higher contribution of
NCMTs to the value-added output should, however, be cautiously interpreted
since the prices of NCMT units produced in Argentina and Brazil were much
higher than those of the international competitive market.

43. He explained that with the exception of Argentina, the machine-tool
producers in Latin America sold their products primarily on their domestic
markets. Bra:il, which had tne largest market and the most developed
machine-tool industry in the region, was the only country whose proportion of
imports in apparent consumption was much lower than the world average. This
was because of the aggressive import substitution strategv followed by that
country over many years.

44. The Latin American machine-tool industry continued to face a number of
constraints both at the regional and international levels. At the regional
level, the economic crisis affecting the entire region had led to decline in
investments and hence decreased demand for machine tools. Several countries
had also adopted import liberalization policies with the result that local
products now face stiff competition from imports. At the international level,
the machine tool industry had gone through a techrological revolution based on
applications of microelectronics technologies. The retraction of the market
in the countries of Latin America discouraged investments in new technoiogies.
The absence of a dynamic electronics industry close to the machine-tool
producers also made it difficult for the latter to adopt new technologies.

45. He stated that various categories of machine-tool producers could be
found in Latin America. Those included subsidiaries of foreign firms as well
as locally owned large, medium- and small-scale firms. Foreign firms in Brazii
were attracted by the large domestic market especially for the automotive
industry. Those firms produced transfer lines and some special purpose
machines utilizing designs and manufacturing technologies developed by their
parent companies.

46. Large local firms were also found only in Brazil where they produce
conventional machine tools and a few NCMT mainly for their own internal use.
These firms acquired their technological capacities through copying and
adaptation of imported technologies. They subsequently set up their own
systematized research and development programmes that had given them a levei
of internal dynamism. In Argentina and the other Latin American countries,
small- and medium-scale enterprises predominated in the production of machine
tools. They operated under licensing agreements and produced conventional
machine tools except in Argentina where NCMTs were also produced.




47_. Government policies have had a direct impact on the development of the
industry. Three pelicy patterns could be identified: (i) import substitution
aimed at developing a fully fledged machine tool industry (the case of
Brazil); (ii) import substitution followed by trade liberalization (the case
of Argentina and Mexico); and (iii) low protection of domestic industry and
encouraging imports (the remaining countries). These policies had had
advantages and disadvantages. Thus, although Brazil has doveloped a fairly
large indigenous industry, a number of macroeconomic factors including
exchange rate fluctuations had contributed to the very high prices of
Brazilian machine tools which were often as much as twice those of the
international market. The machkine-tool industry in Argentina and Mexico
suffered abrupt shocks following relaxation of import restrictions and had
virtually disappeared in the case of Mexico. Special credit lines and fiscal
incentives for exports had been introduced to assist local producers in
Argentina.

48. Thc UNIDO representative then described some features of the Capital
Goods Integration Agreement between Argentina and Brazil. Thne agreemenrt aimec
at complementarities through a partial free trade zone for capital goods but
excluding automotive and transport equipment. Negotiiting teams from the two
countries met and agreed on a "common list” of products to be treated as
national products in the two countries irrespective of whether they were
produced in Argentina or Brazil. This agreement seemed to have worked fairly
well so far but in order to maintain and accelerate its momentum, a number of
actions are called for. Those included the need to define common tariffs
vis-a-vis third parties, establishment of an investment fund, harmonization of
State purchasing policies and greater involvement of local machine-tool users
in the implementation of the agreement.

4¢. Diffusion of flexible automation equipment had occurred mainly in Brazil,
Mexico and Argentina, in that order. The major users of that equipment were
producers of machine tools, automobiles, aircraft, ships, hydraulic pumps, oil
exploitation equipment, glassworks equipment and agricultural machinery. The
motivation for using flexible automation equipment included complexity of
products, quality requirements and the desire to enter foreign markets. In
some countries very high import tariffs have discouraged the use of NCMT. A
training institute set up in Peru with Italian support remained underutilized
as local potential users were not involved in the establishment of that
institute.

50. With the exception of Brazil where local producers supply over 80Z of the
domestic consumption, all the countries were heavily dependent on imports
(often accounting tor more than 20X of apparent consumption). Overall imports
had decreased in recent years while the opposite trend was observed globally.
Thus the participation of the Latin American region in the international
machine tools trade had declined. The wajor exporters of machine tools to the
region were the USA, Germany and Italy. The leading regional exporters were
Argentina and Brazil. There was, however, a need for the Latin American
machine-tool suppliers to seek markets outside the region as well.

51. A representative of the Latin American Economic System (SELA) introduced
document ID/WG.508/4(SPEC.) entitled "Supply and Demard for Machine Tools in
Latin America: Opportunities and Policies for Co-production”. The document
reviews the international situation of the machine-tool industry in Latin
America, and discusses opportunities for setting up co-product.on facilities
and the required policies.
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52. In discussing opportunities for setting up co-production projects, the
SELA representative said that it was important to distinguish bet:-een the

ma jor machine-tool producers in the region -Brazil and Argentina- and the
remaining countries which depended mainly on imports of machine tools for
their me*alworking and engineering industries. Two forms of co-production
arrangements were proposed. In one scenario co-production projects could be
set up between either Argentina or Brazil and any of the other Latin American
countries. The other form of co-production would involve Argentinian and
Brazilian firms.

53. He stated that the financial investment magnitude for machine-tool
production depended on the type of machine tool to be produced, the level of
iocal integration required, and whether a completely new plant or an addition
of a new production line to an existing plant is involved. It should also be
recognized that the bulk of the fixed asset investments required would be
machine tools themselves. For projects, fixed assets were often lower than
1JS$1 million in value while larger projects might involve investments up to
US$50 miilion. Thus machine-tool projects were by and large of small and
medium size. Financing for machine-tool production could often be arranged
under suppliers credit terms.

54. Whilst it might be relatively easy to arrange for financing of
machine-tool projects, a major constraint in the realization of those projects
w#as the shortage of skilled personnel and difficulties in implementing the
organizational changes required for efficient operation.

55. Distinct stages might be identified in the development of the
machine-tool industry in Brazil and Argentina. Repair and maintenance of
imported machinery formed the entry route to the industry. That was followed
by the production of simple machines through copying. Eventually, more
sophisticated machines would be produced. Licensing was used for the more
advanced machine tools.

56. Design capacity was a fundamental asset for a machine-tool firm. As the
level of production and product complexity increased, production engineering
capacity assumed major importance. In addition to the designers and
production engineers, the other key personnel were machine-tool operators. It
took several years to develop the required skills in those areas. Training
might be facilitated by drawing personnei from the metalwcrking and
engineering industry and re-training them for machine-tool production. That
fact showed another possible entry route to machine-tool production. Through
product diversification, metalworking and engineering firms could enter the
machine-tool industry by adding new production lines to their existing plants.

57. With regard to machine-tool industry integration, the SELA representative
stated that the emphasis should be on local integration rather than vertical
integration of the enterprises themselves. The major inputs for machine-tool
production were forgings and castings but it was inefficient to set-up captive
facilities for a single enterprise. There were also numerous other parts and
components many of which were standardized (e.g., bearings, couplings, bolts,
nuts, electric motors, hydraulic circuits). Before embarking on machine-tool
production it was therefore necessary to carry out an in-depth study of the
possibilities for local supplies of inputs and develop an appropriate
suppliers policy.

58. Entrepreneurs that could be involved in co-production projects in the
target countries included machine-tool producers, metalworking and engineering
firms as well as distributors of imported machine tools. There were clear
advantages for those entrepreneurs to forge partnerships with




Argentinian or Brazilian firms. For. most among those was the fact that
engineers and technicians in the latter countries operated in relatively
similar environments as those of the other Latin American countries and as
such were better equipped to tackle the industrial environment problems that
might arise. Labour costs in Argentina and Brazil were much lower than in the
industrialized countries and since training was a major part of technology
transfer, the use of Argentinian or Brazilian experts would be cheaper. The
small and medium-sized Brazilian and Argentinian firms were also more likely
to be more flexible in joint venture arrangements than major multinationals
with responsibilities in several countries.

59. He drew attention to the fart that the significant progress achieved
under Protocol No. 1 of the Programme of Co-operation and Economic Integration
between Argentina and Brazil had been based on installed capacity and had not
led to new co-production projects as originally envisaged. Analysis of the
current situation of machine-tool production in the two countries showed that
both countries produced essentially the same types of machine tools (although
with lower quantity and less variety in Argentina) and that the industries
were characterized by high degrees of domestic integration as a consequence of
the very high degree of vertical integration of many plants. That situation
pointed to the need to restructure the industry in the two countries with a
view to achieving more specialized production with lower vertical integration
at the plant level. There was also a need to modernize the production
facilities in these countries. New initiatives for the development of the
machine-tool industry betwecen the two countries might include the following:

i) extension of the common list to include parts and components as a
measure to reduce vertical plant integration;

ii) promotion of joint projects for the production of machine tools that
were currently imported but for which the joint market made their
local production economically feasible;

iii) establishment of a joint design project team for new models of
machine tools, machine-tool parts and components and software
products;

iv) development, at the level of association of manufactures or
technological institutes, of technological exchange projects
relating to process engineering, total quality control, group
technology and modular manufacture. Those projects might involve
exchange of personnel and jecint training programmes.

60. While stressing the importance of those initiatives, he pointed out that
the several constraints that might hamper their implementation had to be
recognized and hence the need for developing appropriate industrial policies.

61. Proposals for new industrial policies were given separately for countries
with little or no machine-tool industry and for Argentina and Brazil which
already had an active industry.

62. With regard to the first group of countries, those proposals covered
commerce, fiscal incentives, personnel training and technology. On commerce,
the use of ad valorem tariffs as opposed to non-tariff barriers as an
industrial and technological development tool was advocated. The tariffs
should, however, be time-limited (say five years) with gradual reduction of
protection over the apprenticeship period. Suitable arrangements should be
made to prevent dumping. Furthermore, tariffs should take into account
exchange rate fluctuations and should permit the importation of parts and
components that are not locally produced at zero or very low tariffs.




63. The basic tenet for commercial policy should be to develop a competitive
industry in the medium term. Competitiveness should be based on performance
and after sales services in addition to prices. To ensure that local users of
machine tools were not put in an excessively disadvantageous position vis-a-vis
other competitors in their own industries, it was essential to establish
special lines of financing for the purchase of nationally produced machine
tools.

64. On fiscal incentives, it was proposed that those be provided for manpower
training and technological development projects. Preferential funding
arrangements rather than tax reductions should be established for the purchase
of fixed assets.

65. Personnel training necessarily involved the State as well as the
individual plants. It was of paramount importance to establish links between
on one hand machine-tool producer and user firms and on the other training
institutions at various levels. At the regional level the demand for
specialists might justify the establishment of a specialized machine tools
training institute to cater for the entire region.

66. Technology policies should addrecs licensing agreements, indigenous
technological development, establishment of technological institutes and
financing mechanisms for technological developments. Licensing arrangements
should not only provide the product design and production technology but
sliould also aim at building the capacity of the manufacturer in those areas as
well.

67. He emphasized that for the success of co-production projects, the
coherence of industrial policies along the lines described herein for the
entire region was essential.

68. Progress in establishing co-production projects between Argentina and
Brazil had been constrained by the lack of a specific industrial policy for
the sector on the part of Argentina and lack of implementation of important
provisions of the Capital Goods Agreement. Notable among the latter
provisions were the establishment of an investment fund, legal basis for the
status of joint enterprises and the failure to include parts and components in
the common list.

69. Participants presented the situation regarding the use and/or production
of machine tools in their countries. The necessity or otherwise of developing
a national machine-tool industry was discussed in the context of the overall
industrialization process and development of the metalworking sector in
particular. Some participants stressed the strategic importance of the
machine-tool industry and hence the need for each country to accord this
industry high priority. Others were content to be efficient users of machine
tools. They pointed out that the number of countries producing machine tools
is decreasing and that this sector was becoming increasingly specialized.
Several other participants felt that a regional approach was necessary in the
development of the machine-tool industry. That was particularly so for the
smaller countries including those in the Caribbean region. Co-operation
possibilities existed between some of the smaller countries and the
established machine-tool producers in the region. Examples of such
possibilities included component manufacturing and exchange of experiences in
the use of CAD/CAM systems.




70. The importance of strengthening the contacts between users and producers
of machine tools was emphasized by several participants.

71. Constraints faced by countries planning to enter the machine-tool
industry were identified. The development of the necessary engineering
facilities for ~t treatment, forging, casting, tool and die making and
precision mechanics <°re mentioned as prerequisites for entering the
machine-tool sector.

72. Industrial protection policies were discussed at great length. Some
participants felt that import liberalization might lead to de-industrialization
with detrimental long-term impact on the economies of the Latin American and
Caribbean region. Those participants called for decisive action on the part

of Governments to redress that trend.

73. The importance of building national capacities for repair and maintenance
of machine tools was stressed. As users, countries should establish
adequately equipped tool rooms and repair facilities and take steps to develop
the necessary manpower for repair and maintenance of machine tools. The
difficulty of obtaining reliable after-sales service from some suppliers was
mentioned. A possible niche for established Latin American machine-tool
suppliers would be in assuring adequate after-sales service for users
throughout the region. This would encourage those users to purchase machine
tools from the regional suppliers.

74. A long-term perspective for the development of the capital goods industry
for each country was important. While the desirability for regional
co-operation was also recognized, participants drew attention to the past
failures in promoting such co-operation. The lack of political will and the
absence of harmonized industrial policies were mentioned as obstacles that had
led to such failures. Notwithstanding these constraints, however, the
achievements of the Capital Goods Integration Agreement between Argentina and
Brazil were noted. The future success of that agreement could serve as a
model for other forms of bilateral and regional co-operation in the Latin
American and Caribbean countries.

75. A participant from a leading producer country in the region expressed the
feeling of desperation felt by industrialists in the face of frequent shifts
in Government industrial policies. Recent changes in requirements for local
content in capital goods had resulted in the joint venture firms in that
country opting for importation of parts and components and abandoning their
local production. That was particularly so for CNC machines. Local firms
have had to abandon production of CNC machines and concentrate on conventional
machine tools. After some years skills for CNC machine-tool production would
disappear. He wondered what would happen if in future, policies change again
in favour of encouraging local production of CNC machine tools.

76. Several participants felt that import liberalization policies should be
accompanied by other fiscal incentives for local producers to enable the
latter to compete in the domestic market. Such incentives could include
special lines of credit. Local producers should also be encouraged to acquire
niche markets often overlooked by producers from industrialized countries.




77. Government policies on metalworking industries in general had a direct
impact on national machine-tool industries since the former were the ma jor
markets for machine tools. Coherent long-term plans for metalworking
industries were thus important for sustaining a machine-tool industry.

78. The trend towards importation of second-hand machine tools was seen as
potentially detrimental to the metalworking industry. Obsolete second-hand
machine tools cannot produce products with the required precision and quality
for the international market. Hence the local metalworking industry would
find it difficult to export their products.

79. Many participants expressed the view that a favourable environment for
joint production faciiities did not exist in the region. Future efforts to
promote co-cperation in that sector should involve industrialists as well as
trade and customs officials. The latter were instrumental in facilitating
procedures for temporary exports of machine tools to participate in trade
fairs and other promotional activities. In that connection the concept of
leasing of machine tools was brought up and a representative of ECLAC
presented a paper on financing arrangements including leasing.

80. Leasing of machine tools was seen as opening up new possibilities for
co-operation between producers and users in the region. However, new
financing mechanisms and customs vwrocedures would have to be worked out to
facilitate leasing arrangements. Furthermore, a legal framework for leasing
would have to be established. Leasing also provided opportunities for joint
ventures whereby idle capacities might be leased by other users.

81. Financing problems with regard to investment and exports and
possibilities offered by debt conversion schemes were highlighted by several
participants. A representative of SELA informed the participants about a
meeting to be convened by that organization in July 1991 that would address
the issue of Latin American industrialization including aspects of industrial
financing.

82. The participant from the Czech and Slovak Federal Republic informed the
meeting of the state of the machine-tool industry in his country and drew the
attention of the participants to the Fourth Consultation on the Capital Goods
Industry with emphasis on Machine Tools being organised by UNIDO and which
will be held in Prague from 16 to 20 September 1991.

83. A representative of the UNIDO Secretariat informed the participants of
UNIDO’s regional programme for industrial autowmation of the capital goods
sector.




Annex 1

LIST OF PARTICIPANTS

ARGENTINA

Emilio Llorens, Secretaria Regional de ILAFA, Maipu 687, 4o. piso,
Buenos Aires 1006

Ricardo Sianchez, Asociacién Argentina Fabricantes Maquinas, Herramientas
E. Darje SCA, Nogoya 4271, Buenos Aires

Norberto Ticca, Presidente, Asociaciéon Argentina de Fabricantes de
Miquinas Herramientas, Alsina 1609, 6o. piso, Of. 33, 1088 Buenos Aires

BOLIVIA
Jorge Gonzalez-Roda, Casilla 732, Cochabamba

BRAZIL
Einar Kok, Federacién de Industrias del Estado de Sao Paulo,
SINDIMAQ-ABIMAQ, Asociacidon Brasilera de Industrias de Maquinarias

Industrias Romi, Rua Coriolano 710, Sao Paulo

CHILE

Mario Alvarado, Supervisor Maquinas Herramientas, RAGO Ltda.,
Amunitegui 80, Santiago

Dimitrich Basdez Guzmin, Encargado Alterno Proyecto Bolsa Subcontratacién
Nacional, Huérfanos 1117, piso 9, Santiago

Fernando Bonhomme, Director Escuela de Ingenieria Civil, Universidad
Central, Av. J.J. Prieto 10001, Santiago

Ronald Bull, Investigador, INTEC Chile, Av. Santa Maria 6400, Santiago

Nelson Caba, Ingeniero Depto. Asistencia Técnica, SERCOTEC,
Huérfanos 1117, piso 9, Santiago

Alberto Cafias, Jefe Sector Metal Mecianico, PROCHILE,
Av. B. O’Higgins 1315, piso 2, Santiago

Hécto~ Goldfarb, Gereiute de Estudios, ASIMET, Agustinas 785, piso 4,
Santiago

Mauricio Guerrero, Director de PROMINDE, Marin 0124, Santiago
Milan Harmecek, Gerente, TRACO Ltda., Amunitegui 80, Santiago

Salvador Lluch, Secretario General, Asociacién Latinoamericana de Bienes
de Capital (ALABIC), Victoria Subercaseaux 121, Of. 401, Santiago

Sergio Merino, Socio Director, PROMINDE, Marin 0124, Santiago




José Sanchez, Jefe Centro Automatizacién, INTEC Chile,
Avda. Santa Maria 6400, Santiago

Pedro Vergara, Gerente General, Centro de Estudios Mediciones y Certif.
de Calidad, Marathon 2595, Santiago

COLOMBIA
Luis Enrique Nieto Arango, Superintendente Primer Delegado,

Superintendencia de Industria y Comercio, Napoleén 3400 Depto. 82,
Carrera 13, No. 27-00, Bogota

CUBA

Arael Pérez Fernandez, Ingeniero Principal, Ministerio de la Industria
Siderurgica-Mecanica, Unién Empresas Mecanicas, Ministerio Sidero Mecanico
Avda. 162 zona 2 Alancar, C. Pabana

ECUADOR

Victor Hugo Cruz, Secretario Ejecutivo, Comision Ecuatoriana de Bienes de
Capital (CEBCA), Voz Ander 1019, Apartado 1293, Quito

JAMAICA

Disraeli Hutton, Director, Toolmakers Institute (JAMPRO), Trafalgar Rd.,
Kingston

MEXICO
José Ferrer, Asesor Técnico Tecnolégico de Monterrey, Tec. de Monterrey,
Monterrey N.L., Centro de Manufactura Avanzada, Fresnos 3520, Col. Paseo
Residencial , México

PERU

Luis Alberto Alva, TRANSPLAME, Calle 5 1/2 D Lote 9, Industria Grimanesa,
Callao

Jorge Peirano, Asesor, Ministerio de Industria, Comercio, Turismo e
Integracion, Av, Carpac s/n, San Isidro, Lima

TRINIDAD AND TOBAGO

Dave Bhajan, Managing Director, Metal Industries Co. Ltd., MIC Ltd.,
Trincity Industrial Estate, Private Bag 121, Port of Spain

VENEZUELA
Manuel Sanchez, Secretario Ejecutivo, Consejo Nacional para el Desarrollo

de la Industria de Bienes de Capital (CONDIBIECA), Calle Veracruz, Edif.
Torreén, piso 5, Ofic. 5A, Las Mercedes, Caracas 1060




Observers

CZECHOSLOVAKIA

- 17 -

Regional organizations

Jiri Palounek, Vicepresident, TECHNOEXPORT, Prague

SELA

ECLAC

Daniel Chudnovsky, Consultor, Calle (ivia 3094, 1425 Buenos Aires,
Argentina

Horst Grebe Lopez, Jefe de Proyectos, Apartado 17035, Torre Europa,
Av. Francisco de Miranda, Caracas 1010A, Venezuela

Eduardo Troncoso, Consultor, Isabel de Zarate 4111 (Vitacura), Santiago,
Chile
I1DO

Fernando Fajnzylber, Director, Divisién Conjunta CEPAL/ONUDI de Industria
y Tecnologia, Casilla 179-D, Santiago, Chile

José Geraldo de Lima, Asesor Regional de ONUDI, Divisién Conjunta
CEPAL/ONUDI de Industria y Tecnologia, Casilla 179-D, Santiago, Chile

Gerard Fichet, Division Conjunta CEPAL/ONUDI de Industria y Tecnologia,
Casilla 179-pD, Santiago, Chile

Claudio Maggi, Consultor Asociado, Divisiéon Conjunta CEPAL/ONUDI de
Industria y Tecnologia, Casilla 179-D, Santiago, Chile

Hans Schulz, Divisién Conjunta CEPAL/ONUDI de Industria y Tecnologia,
Casilla 179-D, Santiago, Chile

UNIDO Consultants

Jean R. Chaponniére, Institut de recherche économique et de la
planification (IREP), CNRS, B.P. 47, 38040 Grenoble Cedex, France

Fabio Erber, Consultor, Instituto de Plane jamento Econémico e Social,
Av. Pres. Antonio Carlos 51/14o., 20020 Rio de Janeiro, Brazil




- 18 -

Annex 2

LIST OF DOCUMENTS

Background paper prepared by M. Humbert ID/WG.508/1(SPEC.)
Machine Tools in Mexico

Background paper prepared by J. Gonzalez-Roda ID/WG.508/2(SPEC.)
La industria de Maquinas-Herramienta y la
Difusién de Control Numérico en el Peru y

Bolivia
Background paper prepared by J.R. Tauile ID/WG.508/3(SPEC.)
and F.S. Erber and Corr.l(SPEC.)

Machine Tools in Latin America

Background paper prepared by the 1D/WG.508/4(SPEC.)
Latin American Economic System (SELA/LAES)

Supply and Demand for Machine Tools in Latin

America, Opportunities and Policies for

Co-prcduction Pro jects

Background paper prepared by F.S. Erber ID/WG.508/5(SPEC.)
Co-operation in Industrial Automation
between Argentina and Brazil

Backgrcund paper prepared by the ID/WG.508/6/
UNIDO Secretariat Corr.1(SPEC.)
Global Developments in the Machine Tools

Industry: Impacts on Users and Producers

in Developing Countries






