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INTRODUCTION 

1. The preparatory meeting for the Consultation on the Restructuring of 
the Capital Goods Industry in Latin America and the Caribbean was held in 
Sao Paulo, Brazil, from 25 to 27 March 1992. The meeting was organized by 
the United Nations Industrial Development Organization (UNIDO) with the 
cooperation of the Economic Conmission for Latin America and the Caribbean 
(ECLAC), the Latin American Economic System (SELA), the Latin American 
Association of Capital Goods Industries (ALABIC), the Brazilian Association 
of Machinery and Equipment Industries (ABIMAQ) and the National Trade Union 
for the Machinery and Equipment Industries (SINDIMAQ). It was attended by 
12 participants, tQgether with representatives of SELA, ECLAC and ALABIC. l/ 

2. The discussions at the meeting conce~trated on four topics: 

(i) Competitiveness of the Latin American capital goods industry; 

(ii) Production of capital goods and financing oi purchases and sales; 

~iii) The environment and its impact on the Latin American capital goods 
industry; 

(iv) Current trends in the Latin American capital goods sector. 

I. AGREED COllCWSimtS Mm llEC<RIENMTimtS 

3. The preparatory meeting selected the following topics as the main 
subjects for the Regional Consultation: 

(a) Measures to improve the international competitiveness of the Latin 
American and Caribbean capital goods industry; 

(b) The role of the State, industry associations and the private sector 
in the development of the Latin American and Caribbean capital goods industry. 

4. It was agreed that: 

(a) It was important to assess the viability of alternative sectoral 
policies for economies in transition towards an open a;arket; 

(b) It was necessary to identify the financial alternatives for the 
sector, with specific proposals for the establishment of trust funds to make 
viable the operationali~ation of more competitive systems of "securitization" 
and financing such as could serve as the basis for setting up a private 
regional bank specializing in financing the producl:on and marketing of 
capital goods, with special emphasis on those produced to order; 

(c) The establishment cf these truot funds should be proposed under the 
ALABIC/ECLAC/UNDP regional project, which is designed to strengthen this 
capital goods subsector, ensuring the involvement of UNIDO in the project. 
The proposal should include alteraatives with regard to the design and the 
potei1tial contributors; 

1/ See annex I: List of participants. 
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(d) It was necessary to study measures for combining initiatives for the 
development of machinery for environmentally clean policies at thE enterprise 
level with the formulation of policies on innovation and human resources 
training; 

(e) The Consultative Meeting on the Restructuring of the Latin American 
and Caribbean Capital Goods Industry should be dedicated to the memory of 
Dr. Fernando Fajnzylber, for his technical and scientific contribution to the 
development of the industrial sector in the region. The content and range of 
his work should be highlighted. 

II. ORGANIZATION OF THE MEETING 

Qilenin& of the meetin& 

5. The meeting was declared open with the initial statement by t~e Director 
of the UNIDO System of Consultations Division. In his introductory comments, 
the Director thanked ECLAC, SELA, ALABIC and ABIMAQ/SINDIMAQ for their 
cooperation in organizing the meeting. 

6. Statements were also made at the opening meeting by the Senior Technical 
Adviser of the Regional Progra11111e for Automation of the Latin American Capital 
Goods Industry and the Vice-Chairman of ABIMAQ. 

Election of officers 

7. The following officers were elected: 

Chairman: 

Vice-Chairman: 

Rapporteur: 

Mr. Pedro Buzatto Costa (Brazil), Director of 
Teclmology and Vice-Chairman, ABIMAQ 

Mr. Victor Cruz Lozada (Ecuador), Executive Secretary, 
Ecuadorian Capital Goods Comnission 

Mr. Antonio Jose Londoiio Velez (Colombia), Adviser, 
Nev Colombia Industrial Foundation, and Sl'N, Regi~nal 
Automation Progr8Jlllle. 

Ado~tion of the pro1ranne 

8. The meeting adopted the following prograJ1111e: 

Wednesday, 25 March 1992 

9-9.30 a.m. Registration 

9.30-10 a.m. Opening CP emony 

Address by the host authorities 

Address by UNIDO representative(&) 

10.30-10.45 a.m. Election of officers 

Adoption of the progra11111e 

• 

• 
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Wednesday, 25 March 1992 (continued) 

10.45-11.15 a.m. 

11.15 a.m.-
12.30 p.m. 

2.30-3 p.m. 

4-4.30 p.m. 

4.30-5.15 p.m. 

5.15 p.m. 

Introduction of the paper on the competitiveness of 
the Latin American capital goods industry (UNIDO) 

Debate on the competitiveness of the industry 

Introduction of the paper on capital goods production 
and financing of purchases and sales (ECLAC) 

Introduction of the item on current trends in the 
Latin American capital goods sector (ALABIC) 

Debate on current trends in the capital goods sector 

Closure 

Thursday, 26 March 1992 

9.30-10 a.m. 

10-10.45 a.m. 

2.30-5 p.1:1. 

Friday, 27 March 1992 

10 a.m.-noon 

Noon-12.30 p.m. 

2.30 p.m. 

Documentation 

Introduction of the paper on environmental issues and 
their impact on the Latin American and Caribbean 
capital goods industry (UNIDO) 

De~ate on environmental issues and their impact on 
the industry 

Round table on modernization ~f the capital goods 
sector 

Selection of topics for the Consultation and adoption 
of conclusions and rec0111Dendations 

Closure of the meeting 

Visit to the Sao Paulo Technological Research 
Institute 

9. The documents listed in annex II were distributed to participants. 

III. SlftWlY OF TB! DEBATES 

Tne main topics considered were the following: 

10. The competitiveness of an enterprise can be measured in different ways: 
by its share of the market, by its productivity, or by the factors determining 
the consumer's preference for buying its product or service rather than 
another one. To be competiti.ve is the firm's main aim, and to achieve that 
aim it must have a sustainable competitive advantage. 
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11. It was stressed that the basic requirements for achieving sustainable 
competitiveness involved: 

A constantly updated assessment of the target markets, mainly with regard 
to the likelihood of their growing, remaining stable or shrinking; 

The design of strategies on the basis of relevant and up-to-date succesc 
factors; 

The creation and improvement of sources of advantage all along the value 
chain; 

An international strategic approach. 

12. Despite the decisive importance of factors relating to businessmen's 
behaviour as the basis for competitiveness, attention was also drawn to the 
need for a stable macro-economic environment and enco11ragement of interregional 
complementarity, with particular emphasis on the developnent of machinery for 
enterprise-to-enterprise cooperation. 

13. Importance was attached to the role played by industrialists' 
associations and the State in supporting private enterprise in such areas as 
education, training, backing for innovations, infrastructure, information and 
subsidies. 

14. Inasmuch as the return on investment in research and development is slow, 
the Government has a crucial role to play through the design of effective 
policies for science, technology and innovation. 

15. It was stressed that infrastructure, cOD1DU11ication~ and information are 
prerequisites for competitiveness in business. 

16. Special emphasis was placed on the fact fhat no country could be 
internationally competitive in all sectors of industry, so that countries 
would have to decide in which sectors to concentrate their activities and 
resources and to set up clusters of firms in order to secure extra gains in 
competitiveness, enabling them to attack specific markets. 

17. As a further step towards improving competitiveness, attention was drawn 
to the need to carry out strategic planning processes to support appropriate 
decision~king by individual firm managements and the construction of market 
scenarios and plans for complementarity and specidlization by industry 
associations. 

18. The significant growth in exports to third countries of capital goods 
produced to special order indicates the competitive capacity of the industry 
producing them. 

19. Nevertheless, due note should be taken of the modest growth of the 
regional market, if not the fall in its share, as a result of the negative 
import substitution occurring in the recion. 

20. A major ~planation for this phenomenon of negative sub~titution 
(regional production through imports from third countries) is the lack of 
adequate financing for purchases of products in the region and the existence 
of tied credits involving a preference for purchases from firms in third 
countries. 
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21. The problem should be thoroughly analysed and attacked as an urgent 
necessity, given the effects it is having on the competitiveness of 
enterprises and the e~uilibrium of the market. 

22. It is proposed that the implications of leasing and "securitization" 
(trust funds) should be explored as alternative solutions. 

23. Despite the situation described, it was noted how privatization processes 
are generating new market opportunities, already identified by purchasers from 
third countries. 

24. The change in development model taking place in Latin Amerjca has had an 
impact on the economic situation, which is reflected in a growing trend 
towards privatization, a d~op in levels of State investment and the transfer 
of its reduced purchasing power abroad. This situation has affected capital 
goods producers, with particular emphasis on the sectors producing to special 
order. 

25. The virtual disappearance of purchasing agencies, which until recently 
supported the growth of industries in the sector, explains its high rate of 
under-utilization, which on average is around 50 per c~nt. 

26. As an aggravating factor, reference was made to the preference for third 
country supply backed up by financial terms for the purchase with which 
regional suppliers could not compete. There has been a movement from a 
competitive market situation to one in which the market is distorted by the 
effect of subsidies paid by developed countries. 

27. The effect of financing for purchases and conditions of access 
constitutes a new element to be taken into consideration in the definition of 
competitiveness, which is combined with a regional supply image that is not 
yet good enough in its own markets, all of which affects the present crisis in 
the capital goods sector. 

28. There needs to be a closer correspcndence between poiitical statements 
and the action taken in practice. The region should actually act as a region. 

29. Jn Latin America, environmentally aware industrialization processes are 
still rare and do not form part of the tools of public policy available to 
investors and Governments. 

30. The tendency hitherto has been to regard environmental investment ~s an 
extra cost, leading people to see environmental po~icies as a factor limiting 
competitiveness. 

31. Some inten1ational standards and national standards in developed 
countries can be used as barriers to entry into their markets. 

32. The experience of some Latin American countries seems to indicate that a 
st£"atecy of encouraging "clean" investment could represent a competitive 
advantage. 
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