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1. Overview of FDI trends in Brazil

1.1 Introduction

One of the most important characteristics of the process of productive internationalization of the Brazilian economy in the 1990s is the return of significant flows of Foreign Direct Investment (FDI).

From a level approaching 1 billion dollars annually at the start of the 1990s and of less than US$500 million in the 1980s, the flows intensified from 1994-95. With economic stability and domestic demand upturn, FDI flows reached the amount of US$ 17.1 billion in 1997 (see Table 1).  Despite the Asian crisis in the middle of 1997 and the Russian and Brazilian crisis, from 1998 onwards, and its negative consequences for international relations and on the level of domestic activity, the flow of FDI to Brazil stayed at high levels of growth, 51% in 1998 and 10% in 1999, contrary to what happened to the other developing economies, particularly those in Latin America.

Table 1 – Foreign direct investment in Brazil, 1990-2000  

US$ million
Direct Investment
1980-89
1990-94
1995
1996
1997
1998
1999
2000

Inflow
682
1.478
5.475
10.496
18.743
28.502
31.369
33.597

Outflow
270
344
1.163
520
1.660
2.609
1.401
2.984

Net
413
1.134
4.313
9.976
17.083
25.893
29.968
30.613

Portfolio Investment









Inflow
53
9.061
24.838
26.078
39.552
31.830
18.315
19.635

Outflow
35
5.734
22.544
20.038
34.252
33.682
16.793
17.697

Net
18
3.327
2.294
6.040
5.300
-1.851
1.522
2.537

Source: Brazilian Central Bank

1.2 Factors of attraction

There are, without doubt, specific factors that influenced the decisions of the foreign investors in diverse sectors, but the dimensions and the dynamism of the local market appear to have been more general factors of attraction. The above proposition is supported by strong direct and indirect evidence. In a survey carried out in 1996 together with 27 foreign investors, the factor “growth of the internal market” was indicated as the most important determinant in the investment decisions, as much for the businesses already in Brazil as for the newcomers.  It is worth noting that the companies studied on that occasion were exclusively those of the manufacturing. Logic indicates that the importance of the internal market as a factor of attraction must be equal or greater for investors in the service sectors, whose participation in the total flow has been more and more significant. In other words, the very sectorial composition of FDI underlines the importance of the internal market as a significant factor of attraction.

Evidently, although the internal market has been the main factor of attraction for FDI, its importance was not necessarily uniform for all investors. For a group of TNC branches, the foreign market has a much greater importance (as in the steel sector, paper and cellulose agricultural commodities) with a much higher potential for exportation than average, and in some cases the foreign market is extremely large (mining). For other branches, the relevant market is MERCOSUR and or ALADI (The Latin American Association of Integration) and not just the Brazilian market.

1.3 Destinations and Sectoral distribution
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As to the profile and destinations of FDI, an important tendency observed in the FDI flows to Brazil has been the growing loss of the attraction of Brazilian manufacturing sector in comparison with the service sector, in accordance with observed trends in developed countries but differentiating itself from the pattern seen in the Asian NICs.

A great drop in the manufacturing sector’s ability to attract FDI in comparison with the service sector has been seen. In 1989, although it was before the process of trade liberalization and the economic crisis of the Collor Government, manufacturing was responsible for 71% of the stock of foreign capital invested in Brazil. With a reduced ability to attract investment flows during the 1990s, this share was reduced to 55% in 1995. The more recent flows of FDI confirm the trend towards the more than proportional growth of investments in the service sector in relation to manufacturing. 

The sectorial distribution of recent FDI flow in the period 1996/99 indicates that the manufacturing sector was responsible for just 18.4% of the accumulated flow of FDI in the period. This percentage was not lower still due to the good performance in 1999, when the manufacturing sector attracted 25% of the total flow of FDI, which was largely associated with the acquisitions of local industrial companies..

1.4 FDI Origin
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Of the total FDI flows between 1996 and 1999, more than a quarter were invested by North American companies. This share is consistent with the stock of North American FDI until 1995, 25,5%. Other traditional investors in the Brazilian economy, as Germany, Switzerland and Japan lost share in the flows. In the other hand, countries like Spain, Portugal which were strongly involved in the privatisation had their share increased. Together, the two countries account for 23% of the total FDI in the period of 1996-99.

The members of Mercosur kept an inexpressive investment performance in Brazil. Together, Argentina and Uruguay accounted for only for 3% of the FDI stock until 1995. 

1.5 Privatisation

FDI flows related to the Brazilian privatization program are crucial to understand the dynamics of the FDI after 1995. In 1998, one in each five dollars invested by foreigners in Brazil was absorbed by the privatization. In 1999 with the privatization of the telecom companies, the ratio grew to 28% of the FDI, reaching US$ 8,7 billion.
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The inflows of FDI to the privatization program were inexpressive in its initial years. The amount increased fast in the flowing years, especially when the public services companies were sold. Only in the electricity sector the FDI reached US$ 3,9 billion until 1999.  In the telecommunications sector the share of foreign investments in the privatization reached 60%, or US$ 16 billion. In the state level, the privatization of gas business, electricity business, water supply and banks reached 47,5% of the total US$ 24,5 billion collected in the process. 

Of the total amount of US$ 71,2 billion, US$ 30,9 billion were invested by foreign companies between 1991 and 1999. The North American investors were responsible for 34,2% of the total FDI in the privatisation programme in the same period, followed by the Spanish (26,2%) – mainly in the telecommunications and bank sectors) and the Portuguese (15,8%).

The FDI flows to privatization were a significant portion of the FDI flows to Mergers and Acquisitions in Brazil. After 1996 when foreign investors started to participate in the privatization program, the ratio between the FDI flows to M&A and the total FDI flows grew from 44,5% to 85,7% in 1998. This ratio was well above the one observed in other country groups. The average ratio for the period between 1993 and 1998 was only bellow the one of the developed countries.

These impressive numbers show that the privatization program played a key role in the capacity to attract FDI to the country. As a matter of fact, the importance of the program in the Brazilian economic policy for the period can only be properly understood in the context of the economic reforms that took place in the 90’s. The flows were critical in the Central Bank attempt to maintain the monetary policy.

2. Operation modes in Brazilian subsidiaries and their impacts on the nineties

The growing presence of foreign capital has important impacts on the macro- and microeconomic levels, based on its implications on Brazil’s productive, technological, organizational, and property structure in the short and middle run.

As examined in the previous items, the increasing flow of FDI has been resulting in a growing importance of Transnational Corporations (TNCs) in the sales and foreign trade of largest Brazilian companies. Globally, TNCs have been accelerating their international expansion, reorganizing operations so as to coordinate more effectively their subsidiaries. In Brazil, a more open environment allows the subsidiaries here established to integrate with this global reorganization.  Within this context, it is fundamental to try to analyze the strategies and operation modes of Brazilian subsidiaries. These aspects are crucial to examining which the impacts of a new wave of FDI on the Brazilian economy are.

The following analysis will be carried out based on the conceptual reference proposed by Dunning (1988 and 1994) and adapted by Chudnovksy (1999). This conceptual reference proposes to classify the operation modes of TNCs on the basis of motivations associated with FDI. According to this typology, there are basically four major types of investment: Resource Seeking, Market Seeking, Efficiency Seeking and Strategic Asset Seeking. In general, the first two are related to initial investments, and the latter two are related to sequential investments made by foreign companies already established.

Investments classified as Resource Seeking are those which aim at making use of the host country’s natural resources or non-skilled labor, so as to take advantage of lower input costs than those which could be obtained in the home country. Market Seeking are investments that seek, in the first place, to explore the domestic market of receptor countries. In general, these investment decisions are determined by the size and growth rate of the home country’s market and by the existence of tariff and non-tariff barriers protecting the local market. Besides these factors, transportation costs and the need for knowledge about the characteristics of local market, culture, and preferences also encourage this type of investment.

The Efficiency Seeking investments seek to rationalize a structure of resources based on Market Seeking investments to take advantage of economies of scale and scope made possible by the unified management of geographically scattered productive activities. Efficiency Seeking investments are of two principal types. The first is related to the possibility of benefiting from differences in availability and cost of factors in different countries; therefore, it is related to the distribution of activities among these same countries. The second type, in general, occurs in countries with similar economies, and seeks to take advantage of economies of scope and of consumer preference patterns, resulting in a replication of horizontal structures in different countries. Concerning the Strategic Asset Seeking investments, the main objective is to acquire assets that can leverage their competitive capacity and help them to seek their strategic objectives both globally and regionally. These strategic assets can range from innovation capacity and organizational structures to access to distribution channels and market knowledge. In general, this type of investment is associated to the growing wave of mergers, acquisitions and joint ventures that has taken place among large global companies.

Based on this theoretical framework, we analyzed the behavior of Brazilian subsidiaries, resorting to information on sales and foreign trade of foreign companies that were among the largest 500 private companies in 1997
. These companies were classified by sector and analyzed regarding their propensity to export and import, their trade balance and their trade integration within Mercosur. Based on the analysis of this information, we have come to a typology made up of four characteristic modes of action in Brazilian subsidiaries: Resource Seeking, Pure Market Seeking, Market Seeking with Low Export Orientation and Market Seeking with Moderate Export Orientation. Concerning the typology proposed by Dunning, the data related to Brazil have shown a reduced degree of behaviors that could be strictly characterized as Efficiency Seeking or as Strategic Asset Seeking. On the other hand, the Market Seeking subsidiaries were extensively dominant, but with different degrees of integration into foreign trade, which has lead us to separate these subsidiaries in the three subgroups mentioned above.

The sectors that fit in the Resource Seeking group distinguish themselves by a high propensity to export at the same time they show a reduced import coefficient, a fact that results in a positive trade balance (table 2.1).  Together, the Resource Seeking sectors represent only 1.6% of sales of foreign companies that are among the largest 500; however, they have accounted for 8.5% of total exports and only 0.84% of imports. The three sectors (see appendix) that are part of this group are characterized by exploring locational advantages, mainly cost and availability of inputs, to place a large volume of sales in the foreign market.

An additional important characteristic of this group is the small relative importance of Mercosur in the trade flows. The participation of exports to Mercosur in the total exports of this group is only 7.6%, and the participation of imports from Mercosur is even smaller (1.2%). These data show that there is a low degree of productive integration and complementarity among subsidiaries in the region. Basically, subsidiaries classified as Resource Seeking operate commercially integrated through the export of commodities, a fact that can be explained by the involvement of sectors that produce intermediary goods and whose productive process shows little discontinuity.

The second group is made up of sectors that practice typically non-tradable service activities, making their sales almost completely in the domestic market. This is the reason why they are called Pure Market Seeking.  The eight sectors classified in this group (see appendix) account for 20% of the total sold by TNCs in 1997, for 1% of imports, and for 5.6% of exports. It is worth remembering that exports are concentrated on wholesale, which includes some trading companies, which, therefore, have a relatively high export volume, which also explains the positive trade balance of this sector. Except for this segment, the foreign trade in these sectors is little significant, what can be confirmed by an export coefficient of 2.5% and by an import coefficient of 0.5%.

Concerning trade integration, this group is characterized by a typically stand-alone mode of functioning, with a very low interchange of goods both in the regional market and outside the region.

Table 2.1 – TNC indicators by operation modes - 1997
In US$ millions and %


RESOURCE SEEKING
PURE MARKET SEEKING 
MARKET SEEKING WHIT LOW EXPORT ORIENTATION
MARKET SEEKING WHIT MODERATE EXPORT ORIENTATION
TOTAL

Sales
 2.387,0 
 29.787,1 
 38.166,3 
 77.918,4 
148.258,8 

Share (Sales - %)
1,6 
20,1 
25,7 
52,6 
 100,0 

Exports
 1.152,2 
754,7 
 1.484,3 
 10.184,8 
13.576,1 

Share (Exports - %)
8,5 
5,6 
10,9 
75,0 
 100,0 

Export coefficient
48,3 
2,5 
3,9 
13,1 
 9,2 

Imports
112,6 
145,5 
 5.311,9 
 7.828,7 
13.398,8 

Share (Imports - %)
0,8 
1,1 
39,6 
58,4 
 100,0 

Import coefficient
4,7 
0,5 
13,9 
10,0 
 9,0 

Trade Balance
 1.039,6 
609,3 
 (3.827,6)
 2.356,1 
 177,3 

Mercosul Exp / Total Exp
7,6 
28,5 
32,6 
27,0 
 26,1 

Mercosul imp / Total Impl
1,2 
15,3 
4,3 
21,4 
 14,4 

Mercosul trade balance
86,5 
192,7 
256,9 
 1.077,6 
1.613,6 

Source: Exame Magazine and Brazilian Trade Bureau (Secex). Elaboration NEIT/IE/UNICAMP

The other two groups of sectors can also be considered as Market Seeking, since most part of the sales are made in the internal market. However, the sectors classified as Market Seeking with Low External Orientation show export coefficients below the average of the 500 largest companies, while in the Market Seeking with Moderate External Orientation sector those coefficients are above average.

The Market Seeking with Low External Orientation group is made up of seven sectors, which, together, have accounted for 25.7% of sales, 10.9% of exports, and almost 40% of imports of TNCs.

They are sectors where the integration in the rest of the corporation occurred much more intensely on the side of imports than on the side of exports, that is, they are subsidiaries which fundamentally aim the internal and/or regional market, integrating asymmetrically into the subsidiaries network and the parent company to purchase inputs and components and complementary final products. The outstanding sectors are Chemical, Electronic Material and Communications, Electric Material, and Information Technology Equipment. In total, these sectors show a high import coefficient (average of 13.9%), and a reduced export coefficient (3.9%), causing a negative trade balance of US$ 3.8 billions in 1997.

In this group, the impact of trade opening and of corporations’ global reorganization strategies translated, above all, into a greater possibility of obtaining inputs and components of high technological content, mostly produced in the source country, and also into a greater possibility of complementing locally-produced lines of final products. This fact shows that Brazilian subsidiaries in these sectors have little importance to supply the network of subsidiaries outside the region, since the destination of external sales is concentrated on Mercosur, and, even so, in quite reduced volumes.

The group classified as Market Seeking with Moderate External Orientation is composed of six sectors, and is the most representative, answering for 52% of total sales of the sample. Regarding trade flows, its participation reached 75% of total exports and 58.4% of imports in 1997. Export coefficients, although well below those of Resource Seeking sectors, are above the average of the largest 500. On the other hand, import coefficients are also, in general, above average (except for the Food and Metallurgy sectors), although they are below the sectors with low external orientation.

In this group, we must emphasize the participation of the automotive complex, including the Rubber sector, where tire manufacturers predominate. In these sectors, we notice an expressive participation of both exports and imports within Mercosur, although the observed level for imports is inferior to that observed for exports. In this case, it is possible to infer a strategy in which the occupation of the internal market is priority, but it has as an important aspect the specialization and complementarity among plants in different countries. In this case, we can notice that Efficiency-Seeking investments resulted in regional specialization, mainly in the two larger countries of the Bloc.

Unlike the group classified as Market Seeking with Low External Orientation, the possibilities opened by the growth of the local and regional market, together with the incentives and the special rules for the automotive sector, have resulted in an operation mode in which subsidiaries rationalized the production increasing the imported content, and also sought a wider insertion in the external market.

The importance and the impact of each described pattern can be better analyzed if we compare these sectoral patterns with FDI flows, also opened by sector. This analysis can be carried out based on the charts 2.1 and 2.2. In these charts, we have plotted the propensity to import and export of the four described patterns, weighted by FDI stock and flow. The center of the spheres represent the intersection among propensities to trade, and size represents the participation of sectors classified in each pattern in the total stock of FDI received until 1995 (Chart 2.1) and in the total flow accumulated between 1995 and 1999 (Chart 2.2).

We can see in these charts that most part of the recent flow of investments is being directed to service sectors. In these sectors, subsidiaries adopt strategies classified as Pure Market Seeking. Considering data on these subsidiaries, we observe that low coefficients of both exports and imports show a reduced direct impact on the trade balance. The available data show the evolution of trade in these subsidiaries until 1997. However, the information on investment shows that, even in the most recent years, these sectors have been receiving most part of the investments, as a result of the privatizations that took place in 1998 and 1999. Subsidiaries of this type operate in non-tradable sectors and, therefore, on a stand-alone mode regarding trade flows, this characteristic allows us to infer that even the most recent investments had little direct impact on trade flows.
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. Chart 2.2 – TNC:  1997 coefficients of trade by operation mode, weigth by 1995-1999 FDI flows 
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Source: Exame Magazine and Brazilian Trade Bureaux (Secex). Elaboration NEIT/IE/UNICAMP

In sectors classified as Market Seeking with Moderate External Orientation, we notice a clear strategy of exploring the effective and potential growth of the internal market, but operating in a more rational and integrated way in the global corporate network, mainly on the imports side. This strategy results in trade balances more and more negative between 1989 and 1997, and in the drainage of the local production chain.

For these sectors, the sales growth in the internal market increases the import of complementary final products, but above all of parts and components, since in the corporate organization, the function of global supplier of these products is neither performed by the Brazilian subsidiary nor by subsidiaries in other Mercosur countries. Especially concerning products of higher technological content, production is still concentrated on the parent company or in subsidiaries in countries with a more developed systemic technological capacity. It happens, for instance, in the sectors of Telecommunications Equipment and Information Technology Products, and also in important segments of the Chemical Complex, especially the Pharmaceutical.

On the other hand, regarding Resource Seeking investments, we notice an opposed result in terms of trade balances. Subsidiaries in these sectors are net exporters, showing high export coefficients and small volumes of imports. However, the relative weight of investments in these sectors is quite small. Moreover, the products exported are primarily commodities. That is, although from the point of view of trade balances investments in these sectors are important, the contribution affects chiefly products exported on the basis of intensity of use of natural factors.  In the same way, spillovers in these activities are less expressive than in the more technology-intensive ones.

For the sectors classified as Market Seeking with Moderate External Orientation, impacts are not as well defined as they are in other types of subsidiaries. It is worth emphasizing the importance of the automotive complex in this group. In this case, at the same time strategies of importing parts and final products were used, the investments made sought to integrate regionally the productive operations in Mercosur. Although it showed a deficit in 1997, the future evolution and the possibility of reversing this deficit is, to a great extent, associated with negotiations concerning the automotive regime between the two main countries of the bloc.

Therefore, as shown in charts 2.1 and 2.2, the performance of TNCs grouped by characteristics of investment made in Brazil is far from being successful concerning the intensification of external competitivity. Only Resource Seeking TNCs, whose stock until 1995 and FDI flow 1995-99 are marginal (6% and 2%), have a clear exporting inclination. Besides, Market Seeking with Moderate External Orientation and Market Seeking with Low External Orientation strategies have been receiving small parts of total FDI flows since 1995 (9.7% and 7.5%, respectively), but they have shown significant trade coefficients, notably the import coefficients (10% and 14%, respectively). Finally, the TNC group which received more investments in stock, but above all in flow (60% of total flows 1995-99), namely, those of the Pure Market Seeking type, are clearly turned to the domestic market, with insignificant coefficients of trade, although indirectly they might have contributed to increase Brazilian industry competitivity.

3. Survey

3.1. Civil Society

The analysis of questionnaires answered by civil society institutions has revealed that, in general, there is a perception that foreign direct investment plays a key role in the development of Brazilian economy. The institutions that answered the questionnaire were unanimous in their assessment of the positive contribution FDI gave to the development of the country in the last five years. Out of the total answers, 80% believe that FDI has been giving this contribution over the last ten years.

The answers have also revealed the common perception that three sectors outstand as beneficiaries of foreign investments over the last years. Telecommunication services, the finance/banking system, and the automobile sector were the most mentioned. This perception is consistent with the sectoral analysis of FDI flows, which revealed the preponderance of the services sector over the industrial sector, and also the important role of the privatization process as a factor of investment attraction in the nineties. Telecommunication sectors – which outstand as the most important in terms of FDI over the last years – and the banking sector were mentioned by more than 80% of interviewees, and the automotive sector was mentioned by about 60% of them.

When questioned about FDI impacts on local economy and society, the institutions also highlighted the role of the telecommunications sector. It was mentioned by more than 80% of interviewees, followed by the automotive and banking sectors, cited in about 60% of questionnaires. Concerning the telecommunications sector specifically, the interviewees believe that FDI impact was positive, mainly in terms of availability of new technologies, intensification of sectoral competition, increase in quality and variety of services rendered, and increase in tax collection. On the other hand, we could see that there is a clear perception that FDI in the telecommunications sector has had negative impacts on the balance of payments.

Regarding FDI in general, the interviewees perceive that it exerts positive impacts, since it improves the access to new technologies and new management techniques, and intensifies the economy competitivity, besides being an invaluable source of foreign capital. We must emphasize that there was divergence in assessments concerning the FDI contribution to increase business opportunities for local companies.

The institutions’ opinion about foreign trade is different from the available about it. According to the institutions interviewed, FDI would have contributed to improve the access to the external market, increasing exports and reducing imports. This divergence reveals a contradiction between expectations related to FDI effects on the economy and the results seen in the decade.

Concerning investments regulations, more than 80% of institutions are against any type of restriction to FDI.  Nevertheless, about half of the interviewees see that some sectors must have specific policies, such as technology generators and exporters. The interviewees were unanimous in their view that the adoption of policies can influence the nature and the impact of FDI on local economy and society.

Table 3.1 – Brazilian civil society perception about FDI

 
Agree Strongly 
Agree Partly
Neither agree nor disagree
Disagree partly
Disagree Strongly

a) FDI brings in valuable new technologies.
17%
50%
---
---
---

b) FDI brings in environmentally harmful technologies.
---
17%
33%
33%
17%

c) FDI brings in valuable new management techniques.
17%
83%
---
---
---

d) FDI improves the competitiveness of the national economy.
50%
33%
17%
---
---

e) FDI increases access to world markets.
---
67%
17%
17%
---

f) Foreign investors are only interested in getting access to the domestic market.
17%
17%
17%
50%
---

g) FDI makes up for insufficient domestic investment.
17%
33%
---
33%
17%

h) FDI reduces the profitable opportunities available to domestic investors.
---
50%
---
17%
33%

i) FDI results out of unfair advantages of multinational firms.
---
17%
33%
33%
17%

j) FDI is a valuable source of foreign capital
50%
50%
---
---
---

k) FDI helps to enhance exports.
17%
50%
17%
17%
---

l) FDI helps to reduce imports.
---
50%
17%
17%
17%

m) O Foreign investors do not care about the impact of their investments on civil society.
17%
17%
33%
17%
17%

They also identified policies of support to local companies in their access to new technologies and new financing lines as the main forms of increasing FDI benefits for the economy. About 70% of the interviewees also perceive that there should be a greater effort to extend/stimulate competition.

Table 3.2 – Brazilian civil society perception about policies aiming to increase FDI benefits

 
Yes
No 
Don’t’ know

a) Support local businesses to upgrade technology/gain access to finance etc
100%
---
---

b) Strengthen environmental regulation
---
33%
67%

c) Introduce/strengthen competition policy
67%
17%
17%

d) Strengthen sectoral regulation
17%
83%
---

e) Strengthen labor legislation
17%
67%
17%

f) Strengthen intellectual property rights legislation
33%
50%
17%

The institutions also mentioned promotion of a secure institutional environment, tax reform, and government policies to reduce income distribution inequalities as other forms of stimulating foreign companies to benefit the domestic economy. Finally, we can emphasize that there is a strong resistance against increasing sectoral regulations and reinforcing labor laws as ways of increasing FDI benefits.

3.2. Locally–owned firms

Only four domestic capital companies answered the survey. They are large companies (the smallest has 665 employees and the largest 2,014), which operate in the pharmaceutical, electric material, and auto-vehicle (commercial vehicles and agricultural equipment) industries and in telephony services. Only the latter has shares in the stock exchange (Questions 1-3).

Two of these companies are leaders in the markets where they operate (their main product market share is over 50%). Therefore, they are two successful companies, although their major competitors are subsidiaries of foreign companies. These two leaders have not provided information on the characteristics of their main clients (domestic or foreign companies, clients abroad, or state-owned companies). The other two companies occupy marginal positions within their respective markets, and only one has as its main competitor a subsidiary of a foreign company. In one of these two cases, clients are 100% domestic companies; in the other, the company (the one which does not have foreign competitors) sells to both domestic and foreign companies (Questions 4 and 5).

Therefore, they are companies that interact strictly with subsidiaries of foreign companies as competitors and/or as clients. In only one of the cases (telephony services), the presence of foreign competitors is recent. The three industries have been sharing space with their foreign competitors for a long time (at least eleven years). Their assessment of the impacts caused by the presence of foreign competitors has some common and some divergent points. They are unanimous when they say that the presence of foreign companies has intensified competition and improved product quality. The majority says that the presence of foreign competitors increased availability of technologies, know-how (including shop floor practices), and availability of labor. They diverge in their assessment of impacts on sales, employment, access to external markets, and cost of skilled labor (Question 6).

Two companies state that they seek actively to learn with subsidiaries of foreign companies (the one which renders telephony services explains that it monitors new products and services offered by those companies), while the other two say they do not adopt such behavior (the pharmaceutical company states that it has opted for a development of its own) (Question 7).

Only the three industrial companies answered questions related to determinants of competitivity of foreign companies. According to two companies, foreign competitors increased their market share (Question 8) as a result of the better price and quality of their products. The other answered that it happened because of their shorter delivery time (maybe due to difficulties in the domestic company to increase its production). All three evaluate that foreign subsidiaries enjoy the advantage of having a smaller cost of capital. In the view of the pharmaceutical and the auto-vehicles companies, the participation in global networks is advantageous. From the electric material manufacturer’s point of view, it does not offer any advantage. The pharmaceutical and the electric material companies say that access to foreign suppliers’ equipment and credit offers advantages to foreign companies. The auto-vehicles company says that the government confers privileged treatment to foreign companies (Question 9).

All respondents assess that FDI has been contributing to national development over the last years. They state that Brazil should receive more FDI than that it has received. One answer refers to market potential as a reason to expect a larger volume of investments. Two companies mention the instability of rules and economic situation as reasons for the received investment to be inferior to the potential investment.  The majority says that there should not be restrictions to foreign investment in selected sectors of the economy, and also that it is not necessary to direct FDI to favor selected sectors (although in the electric material manufacturer’s view FDI should be directed to the infrastructure sector). All companies say that FDI policy should be more liberal (Questions 10-15).

The four domestic companies evaluate that politics influence the nature and the impact of FDI. They say that, in order to increase the benefits of FDI, government policies should support domestic companies in their access to new technologies and financing. Most of them think that policies of competition defense and intellectual property rights should be reinforced, but not environmental or labor policies. There is a consensus as to impose on subsidiaries of foreign companies requirements for technology transfer, exports increase, transfer of techniques and know-how to local subsidiaries, and training of local technicians and managers. Three domestic companies say that foreign companies should be demanded to reduce the impact of exchange rate oscillations. There is no consensus concerning requirements for creating jobs, hiring local managers, acquiring parts and components from local companies, imposing a rate of nationalization on local companies, or transferring techniques and know-how to local companies (Question 16).

Although not statistically significant, the answers of domestic companies seem to be representative of, or at least consistent with, the experience of Brazilian companies regarding foreign capital. The presence of foreign capital in Brazil is not new. Brazilian companies have a wide accumulated experience of interaction with subsidiaries of companies from different countries, mainly in industry. The presence of these companies is not perceived as threatening by domestic companies. The latter compete with foreign companies and know their competitive advantages.

In general, domestic companies have a quite positive perception of the contribution of foreign companies, and wish there were no restrictions to their operation. However, they propose that government policies establish performance requirements in order to increase the benefits FDI can bring to Brazilian economy. The requirements about which there is a consensus are those that strengthen the effects of technology spillover and exports increase.

This demand for policies that would intensify the benefits from the presence of foreign companies seems to express the expectation that these companies could contribute more actively to development. The current FDI policy in Brazil is aligned with the preferences of domestic companies regarding FDI liberalization, but, on the other hand, it does not impose performance requirements as those suggested by domestic companies.

3.3. Foreign subsidiaries

Only five foreign subsidiaries answered the questionnaires. Four of them operate in the auto-vehicles industry (one produces cars and light commercial vehicles, other produces light and heavy commercial vehicles, and two produce autoparts). The fifth company produces telecommunication equipment. They produce in Brazil the main products of the parent company (Questions 1 and 2).

All subsidiaries have as major competitors in Brazil other foreign companies. They think competition is strong and is becoming more and more intense over the last years. Their market share in their respective markets in Brazil is approximately 20%. Exports represent less than one quarter of their production, showing that the main market for these subsidiaries is the Brazilian one (Question 3).

Only two companies answered the question (Question 4) about characterization of investments. The carmaker informed it used all modes (joint venture, greenfield and merger/acquisition). The truck and bus manufacturer characterized its investment as merger/acquisition.

Four companies provided information on the division of labor between the parent company and the subsidiary in Brazil (Question 5). The telecommunication equipment manufacturer has a clearer division of labor. In this case, the parent company controls strategic decisions concerning its stand in the local market. It falls to the parent company to decide on pricing, choice of product/design, technology to be transferred, product to be developed, choice of market for the product, and organizational structure. The subsidiary accounts for instrumental aspects. It falls to the subsidiary to define marketing strategy/design, input supply, transfer price, product supply, recruitment of senior managers, advertisement content/design, promotional strategy, rewards for senior managers, and shop floor layout. In this case, there is no intermediary regional management between the parent company and the subsidiary. This structure is reproduced, with some variations, in the other companies. In the case of the carmaker, the division of labor is almost identical to the one described above. In the case of one of the autoparts manufacturers, the local subsidiary is completely subordinate to a regional management. The latter shares with the parent company the accountability for strategic decisions and assumes all instrumental decisions. In the case of the truck and bus manufacturer, the parent company, the regional management and the local subsidiary share the responsibility for most part of the decisions.

Concerning expectations and results of investment (Question 6), none of the companies say they have achieved the established goal for return on capital, although some have reached the goal for an increase in market share and exports. Two companies concentrate their exports of cars and autoparts in the regional market (Mercosur). Other concentrates its exports of autoparts in North America (Question 7). The Brazilian market is the main market for all subsidiaries (Question 8).

Only two companies inform having made technology payments over the last three to five years (Question 9). In one of the cases, payments correspond to 3% of sales. Concerning labor (Question 10), the answers show that the great majority of managers are hired locally, workers are strongly unionized, salaries are equal or superior to the national average, relations with workers are harmonious or mixed; there is dissent in the characterization of labor laws, although there is consensus regarding their implementation being consistent with the norms and equal enforcement for both domestic and foreign companies. Only the truck and bus manufacturer says that Brazilian labor laws are stricter than those in its country of origin and in the other countries where it operates.

Two companies answered that the government has demanded a report on the environmental impact of their investment projects (Question 11). The companies shouldered the costs and made the necessary adaptations in their projects to adjust them to the regulations. Norms are positively evaluated (clear and not excessive), their enforcement is consistent with the law, and they do not discriminate between domestic and foreign companies.

The companies of the automotive sector inform that the government imposes several restrictions on their external transactions (Question 12). They are restrictions related to the local content and to the equilibrium of the trade balance within Mercosur. These restrictions are the counterpart of tax incentives given to this sector and are part of Mercosur Automotive Policy.

Interaction with local companies is intense (Question 13) regarding purchase of components and contracting of services. Two auto-vehicles manufacturers inform that the purchase of local inputs is increasing, as a result of an increase in local production competitivity. Three companies have low prices for local production; one attributes local competitivity to import tariffs. Subsidiaries encourage technological capacitation and local suppliers’ qualification by means of several programs. Only one licenses technology.

All subsidiaries use international brand names in the Brazilian market and none of them acquired local brand names (Question 14). The acquisition of local brand names was a phenomenon typical of other sectors, such as processed foods and drink industries.

Three companies state they are willing to continue their investments in Brazil; only one intends to reduce them (Question 15).  The main obstacles to expand operations in Brazil are a recessive market, local taxes, international competition, and bureaucracy. Most of them say that information on investment regulations in Brazil is accessible and that their implementation does not differ from the norm. Informers have taken one or two years to implement investments. Investors had to interact with a large number of governmental bodies, since obtaining approval from these bodies was not a mere formality. On the other hand, they received post-investment assistance from various spheres of the government.

The relationship of companies with the civil society (Question 16) is positive. Companies think that Brazilian society welcomes foreign investors, who do not encounter resistance there. Subsidiaries, in their turn, evaluate as positive their contribution to national development (income, employment, and technology).

Only two companies answered the question about the determinants of investment in Brazil (Question 17). One has attributed the same importance to all locational advantages listed in the question. The other company identified the size of the Brazilian market as the main locational advantage.

Although answers are not statistically representative, they provide some useful elements to characterize general aspects of foreign investors’ perception of Brazil. Among these aspects, two seem to be relevant. First, the good receptivity the foreign investor perceives in civil society. Second, the fact that, although for some companies they are excessively bureaucratic, government regulations are clear, easily accessible, implemented in accordance to the norm, and without discrimination against foreign companies. These characteristics shape an institutional environment favorable to foreign investors in general. Other aspects (such as those related to tax incentives, local suppliers characteristics, division of labor among parent company and subsidiary, etc.) are more difficult to generalize, due to the fact that they are subject to significant sectoral differences, which could not be grasped by the bias of our sample of companies, of which an important part belongs to the auto-vehicles sector.

4. Telecommunication Equipment 

4.1 Evolution of the Sector in Brazil

The tele-equipment sector went through a deep restructuring process in the last decade. Two factors were decisive. On the one hand, the privatization of Telebras system (State owned telecommunication companies) generated a wave of investments from operators aiming at accomplishing the goals established. On the other hand, in a scenario of trade opening, the potential growth of the sector fostered foreign investments in the form of both mergers and acquisitions and new plants. Thus, we can emphasize three characteristic of the telecommunications industry in the last decade:

a) Increase of productive capacity with a large number of investments in the sector;

b) Strong movement of acquisition of domestic capital companies by foreign companies and intensification of mergers;

c) Preservation of the industry’s profitability indicators at positive average levels.

Table 4.1 summarizes the described process. The value of production shows a significant growth, jumping from US$ 3.8 billions to more than US$ 6.3 billions in three years. The number of domestic companies dropped from 241 in 1996 to 219 in 1999, while the number of foreign companies doubled. We must also consider that among the domestic ones are included companies of different sizes, while among the foreign ones we find just large companies. This characteristic can be proved when we take into consideration the personnel occupied by origin of capital. In domestic companies, there was a loss of 3,800 job posts, and in the foreign ones 11,700 were created.

Table 4.1 – Profile of Brazilian telecommunication equipment industry.  1996,1997, 1999.



1996
1997
1999

Number of firms
Domestic
241
245
219


TNC
14
14
31


Total
255
259
250

employees
Domestic
13.957
15.616
10.142


TNC
7.780
8.841
19.531


Total
21.738
24.456
29.673

Value of production
Domestic
1.608.658
2.207.576
531.078

In R$ thousand
TNC
2.281.489
3.741.472
5.833.302


Total
3.890.147
5.949.048
6.364.380

Source: IBGE - Elaboration NEIT/IE/UNICAMP

More recent data confirm a predominance of foreign companies, thus increasing the degree of internationalization of the industry in Brazil. In 2000, out of the 42 main companies in the sector, 26 were foreign and 16 were domestic capital companies. However, regarding sales, the foreign represented 91.3 % of total sales against 8.7% in the case of domestic companies (Telecom Annuary, 2001).

This substantial expansion was followed by an increase in the sector’s trade flows, with a clear preponderance of imports over exports. Since 1996, the trade balance has shown a deficit of about 2 billion dollars per annum. In 2001, after two rounds of currency devaluation, the trade deficit of this sector remained practically unaltered.

The persistent trade deficit points to the main deficiency in the restructuring process, namely, the presence of important unbalances in the domestic productive chain of tele-equipment and in the existence of a bias pro-internal market in the definition of companies’ strategies. As a result of these characteristics, the increase in investments on telecommunications local infrastructure exerted immediate impacts on the imported volume, building up pressure on the sector’s trade balance.

Table 4.2 – Telecommunication equipment external trade 


1989
1997
2000
2001

Imports
226.434.460 
 3.001.801.549 
 3.271.717.876 
 3.594.245.930 

Exports
164.728.656 
276.341.965 
 1.338.969.327 
 1.578.390.337 

Trade balance
(61.705.804)
 (2.725.459.584)
(1.932.748.549)
 (2.015.855.593)

Source: Brazilian Trade Bureau (Secex). Elaboration NEIT/IE/UNICAMP


Table 4.2, above, shows the evolution of the sector’s external trade in selected years. We can notice a great expansion of imports from 1989 to 1997, year in which the privatization of telephony operators was under way. From about US$ 226 millions, imports jumped to US$ 3 billions, growing again in 2000 and 2001, even after currency devaluations. It is important to highlight that, from 2000 on, the value of exports in this sector grew substantially, but its negative balance remained high.

In the experts’ view, the observed unbalances in the productive chain of tele-equipment in Brazil concern the supply of final goods (some groups of goods) and intermediary goods. Regarding final goods, investment was concentrated on segments associated to newly created markets, such as mobile telephony. This sector’s growth was so significant over the last years that it became an exporter. The majority of such investments was encouraged by local incentives, given the high level of market protection. Segments of final goods that do not meet local demand and have high levels of imports are those of equipment associated to transmission.

In sum, we have: a) expansion of infrastructure boosted demand for final goods, and the latter, in its turn, boosted the demand for intermediary goods; b) industry of tele-equipment operating in Brazil is a highly internationalized sector regarding its property structure; c) main manufacturers adopt outsourcing policies of global character, with high volumes of imports; d) domestic productive basis of parts and components has reduced its dimensions, causing an increase in imports in this sector.

4.2 Foreign Direct Investment

If compared to the total, the volume of FDI for the telecommunications sector
 seems little significant. Nevertheless, if we consider flows for telecommunications services as well – which have decisive impacts on the production of tele-equipment – the numbers are quite impressive.  This sector alone accounted for about 9% of FDI channeled into the industry in the period 1996-2000, which corresponds to about 2.5% of total.

As shown in Table 4.3, telecommunications services received about 22% of total FDI between 1996 and 1999, equivalent to US$ 24.3 billions. In the same period, the sector of tele-equipment received US$ 1.6 billions, a volume about three times the accumulated stock until 1995. It is also worth emphasizing that the investment growth in this sector follows closely the privatization process of telephony services. From 1996 on, the value of FDI jumps from about US$ 62 millions to about US$ 655 millions per annum.

Table 4.3 – FDI in telecommunication equipment and mail and telecommunication service, 1996-2000

US$ millions


12/1995*
1996
1997
1998
1999
2000
96-2000

Telecommunication equipment
589,7
62,1
185,6
262,9
520,1
655,3
1.686,1

Industry
23.402,4
1.740,0
2.036,4
2.766,4
7.002,3
5.087,4
18.632,5










Telecommunication services
195,1
611,2
831,3
2.565,0
7.797,1
10.896,8
22.701,4

Service  
18.439,0
5.814,9
12.818,6
20.361,9
20.139,6
24.139,5
83.274,5










Total  
42.530,0
7.665,4
15.311,1
23.270,8
27.564,4
29.876,4
103.688,0

Source: Brazilian Central Bank

* Stock





4.3 Incentive and Investment Policies

As mentioned before, great part of investments were attracted by incentive policies and mechanisms. In general, these policies do not make any distinction between domestic and foreign companies. The main policies are the Information Technology Act (Lei de Informática), the Program of Support for Investments on Telecommunications (Programa de Apoio aos Investimentos em Telecomunicações-PAIT) and the Fund for Technology Development (Fundo de Desenvolvimento Tecnológico-FUNTEL), which we will describe briefly.

a) Information Technology Act

The information technology act currently in force was approved in 2001 to substitute the previous one, passed in 1991. The new act has maintained measures of two natures for the sector: on the one hand, it determines criteria for public purchase of goods and services and, on the other, criteria of encouragement to technological capacitation and local production.

The act seeks to prioritize the production of domestic goods and services, as long as they are similar to the foreign in quality, standards, compatibility and performance. The act determines also priority for goods and services that are produced according to a set of operations that characterizes their actual industrialization in the country – the so-called Basic Productive Process (Processo Produtivo Básico-PPB). The act defines that, assuming equivalent delivery time, service support, quality, standardization, compatibility and performance, and price specification, the public purchase of automation and information technology goods and services must give preference, in the following order, to: i) goods and services containing technology developed in Brazil; ii) goods and services produced according to the basic productive process (the minimum set of operations in a factory which characterize the actual industrialization of a certain product).

The act allows companies that make investments on R&D to have access to tax incentives, with investments of up to 5% of their total sales. Part of the investments is linked to projects of cooperation with institutions of research and teaching (at least 1% of total sales); agreements with universities and research centers in the North Region (except for the tax-free zone), the Northeast and Center-West Regions (at least 0.8% of total sales); the National Fund for Scientific and Technology Development (Fundo Nacional de Desenvolvimento Científico e Tecnológico–FNDCT) (at least 0.5% of total sales). Possible deductions regarding tax on industrialized products are differentiated by company location and time (it is regressive)
.

b) Program of Support for Investments on Telecommunications (Programa de Apoio a Investimentos em Telecomunicações-PAIT - BNDES)

This program provides credit lines for manufacturers of tele-equipment and operators that aim at strengthening local production and making exports possible. Each credit operation has been observing six parameters: mode of payment, maximum payment term, success ratio, interest rates, maximum participation of BNDES, and participation of BNDESPAR.

In the case of tele-equipment manufacturers, financing is the same for domestic and foreign companies. In the case of services operators, there are resources available for two types of undertaking: installation and assemblage of equipment and expenses with construction works; and acquisition of necessary equipment to set up fix or mobile networks, for which the financed value can reach 40% of the undertaking. It is necessary that the equipment meets the requirement of a minimum of 80% of nationalization; this requirement being met, other equipment can be financed, as long as they show a minimum nationalization of 60%.

c) Fund for Technology Development for Brazilian Telecommunications (Fundo de Desenvolvimento Tecnológico para Telecomunicações Brasileiras-FUNTTEL)

This is a fund created by the item 77 of the General Telecommunications Act (Lei Geral de Telecomunicações-LGT) with the following resources: i) 100 million reais transferred from the Fund for Control of Telecommunications (Fundo de Fiscalização das Telecomunicações-FISTEL); ii) 0.5% of gross income of telecommunications services operators; iii) 1% of gross collection resulting from participation events by phone.

The Fund has BNDES and FINEP as its forwarding agents, with the following resource allocation: a) contracting of services, training, and projects of R&D on the part of services operators and industries of the sector; b) costing of part of CPqD’s resources.

5. Pharmaceutical Industry

5.1 Characteristics of the sector

In Brazil, the policy of trade opening that has been carried out linearly since the end of the eighties, that is, the general reduction of tax rates for final goods, pharmaceutical products and their intermediaries, resulted in:

i) increase in prices of basic raw material,

ii) decrease in domestic demand for pharmaceuticals;

iii) dramatic reduction in producers’ profit margins (threatening their existence);

iv) increase in imports;

v) persistent increase in prices of final medicine and decrease in tradable quantities. It is worth mentioning that only the generics act (Act 9787/99) acted to reverse this trend, becoming an instrument of intervention specific for the pharmaceutical market.

With the alteration in the foreign exchange policy in 1999 (also a linear policy), it was expected that there would be a significant change in the trade balance of the sector. However, it was not significantly altered, which made obvious the need for policies that would take into account the specific way in which each segment of the sector has been structured.

In 2001, the Brazilian market of pharmaceutical specialties represents about 5.3 billion dollars (sales in drugstores); including the hospital market this value would be 6.7 billion dollars. Out of this total, domestic companies (which are among the largest 50 in the sector) have between 16% and 20% of the market.  Thus, at least 80% of the market is under multinational subsidiaries control.  It is also worth mentioning that, in this market, Brazil ranks tenth in the world.

As we can see in Table 5.1, in Brazil there is a large number of middle and large domestic companies (673 in 1999). These companies accounted for a gross value of production of about 5 billion Reais. On the other hand, the 61 foreign companies generated about 8.8 billion Reais in the same year.

Another important feature of the sector is the increase in the number of jobs created between 1996 and 1999, a movement opposed to that of the rest of the manufacturing industry. In the period under study, about 9,400 job posts were created in the sector, of which about 5,800 by multinational companies.

Table 5.1 – Profile of Brazilian Pharmaceutical products industry , 1996, 1997, 1999.






 

1996
1997
1999

Number of firms
Domestic
618
652
673


TNC
68
61
61


Total
685
713
734

employees
Domestic
46.619
46.276
50.225


TNC
26.700
29.058
32.497


Total
73.319
75.334
82.723

Value of production
Domestic
4.076.003
4.067.445
5.093.694

      In R$
TNC
4.780.101
5.972.154
8.796.170


Total
8.856.105
10.039.599
13.889.864

Source: IBGE - Elaboration NEIT/IE/UNICAMP

5.2 Structural characteristics of the sector

The pharmaceutical industry can be analyzed based on the four stages that compose the productive process; we can consider them stages of technology development in the industry, namely:

a) research and development

b) production of pharmaceuticals

c) production of pharmaceutical specialties

d) marketing and trading of specialties

In general, the largest multinational companies operate in the four stages, distributing them in different countries according to their global strategy and the host country’s infrastructure. In the Brazilian case, the majority of multinational subsidiaries operates in the stages 3 and 4. Domestic capital companies also operate, for the most part, in stages 3 and 4.

According to a typology that embodies the operational features of companies, with their insertion in technology stages, and the origin of capital, we can perceive six types of companies in this industry:

a) multinational laboratories: subsidiaries of large and middle multinational companies

b) private domestic laboratories

c) subsidiaries of multinational producers of pharmaceuticals

d) domestic producers of pharmaceuticals

e) state-owned laboratories

f) wholesale importers of pharmaceuticals

The trade flow of this industry occurs according to three elements: i) technology stage of companies before market demands, ii) macroeconomic variables and, iii) trading strategies. The first set is the most important, for it determines the possibility of producing a certain product; besides, the non-existence of control over technical knowledge leads to the strategic decision of verticalizing or buying products from third parties. Verticalization shows strong barriers to its constitution, depending on institutional circumstances (for instance, government policies), which makes external purchases a less complex solution.

We emphasize that the non-existence of a technology nucleus in the country leads necessarily to external purchases, even without an increase in the internal market. It is worth mentioning that the higher the number of technology options a company owns, the higher its freedom to apply a certain management strategy. On the contrary, the less options it owns, more and more relevant roles immediate economic conditioning will play in the company’s strategies.

The case of multinational subsidiaries makes clear that these companies have all elements to operate in the four stages and, for strategic reasons and local feasibility, the company decides which stage to implement in each country.

In the case of domestic laboratories, the options are reduced due to technology limits; consequently, they in general operate in the stages 3 and 4, buying pharmaceuticals from third parties, in the domestic market or abroad.

a) With new-patented pharmaceutical products, the dynamics of extending these products to the domestic market occurs by way of increasing direct imports or licensing domestic laboratories. In the case of products with expired patents, nothing stops companies from encouraging local production in order to avoid imports.

5.3 FDI over the last years

It is not possible to obtain the amount of foreign direct investments made on pharmaceuticals, since data released by the Central Bank of Brazil show a high level of aggregation. Nevertheless, FDI data referring to the chemical products sector as a whole allow us to see that, although modest when compared to total flows, the sector represented a considerable part of flows channeled into the industry, particularly in the biennial 1999-2000. In total, the accumulated investment stock in the chemical sector between 1996 and 2000 represented about 18% of accumulated total in the manufacturing industry.

On the other hand, Annual Industrial Survey’s data (Pesquisa Industrial Anual-PIA) show that investments of foreign companies were directed more to expansion of capacities of companies already established, reflecting also an intense global movement of mergers and acquisitions, since the number of foreign companies dropped between 1996 and 1999, however, both the production value and the amount of occupied personnel increased.

Table 5.3 – FDI in chemical products industry, 1996-2000

 
12/1995*
1996
1997
1998
1999
2000
96-2000

Chemical industry
4.747,7
221,6
368,2
355,0
1.271,8
1.118,0
3.334,5

All the industry
23.402,4
1.740,0
2.036,4
2.766,4
7.002,3
5.087,4
18.632,5

  (%)
20,29
12,74
18,08
12,83
18,16
21,98
 17,9

Total  
42.530,0
7.665,4
15.311,1
23.270,8
27.564,4
29.876,4
103.688,0

  (%)
11,16
2,89
2,40
1,53
4,61
3,74
3,22

Source: Brazilian Central Bank

* Stock

5.4 Government Policy Instruments for the sector

The Generics Act (Lei dos Genéricos)

The act of generic medicines, which allows the production of medicines with no brand name by local laboratories, has had different impacts on domestic and foreign companies. In the case of domestic companies, it has minimized the problem of production scale, which inhibits the implementation of stage 2 of industry in the country, since multinational companies prefer buying pharmaceuticals abroad, and domestic laboratories do not have an outstanding participation in the market, capable to generate such a demand.  The act made this problem easier to tackle; domestic laboratories are expanding rapidly and consequently increasing the potential for having a more significant local industry in the second stage.

In the case of foreign laboratories, the possibility of patent breaking to register medicines as generic represents a threat commonly used by the Brazilian Ministry of Health to negotiate price reductions for products of continual use in medicines that are part of the Brazilian program to battle AIDS.

6. Automotive Sector

6.1 Characteristics of the sector

Recently, the Brazilian automobile sector has gone through a deep process of productive restructuring, which made it much more efficient and competitive, as it can be proved by investments made on both new and old industrial plants, by the launching of new products, the implementation of new forms of organizing the productive chain, and by productivity gains, among others.

The increase in domestic demand and production in the period 1993-97, benefited by a process of economic stability and by the automotive regime, created an opportunity for a considerable volume of investments made by already established carmakers, initially aiming at modernizing products and productive processes, and, later, followed by new companies (newcomers)
, aiming at creating and/or expanding the productive capacity of vehicles and components.

Table 6.1 – Profile of Brazilian Automotive Industry 

Vehicles
1996
1997
1999
 
Autoparts
1996
1997
1999

Number of firms




Number of firms




Domestic
13
10
14

Domestic
847
893
986

TNC
12
11
17

TNC
59
64
84

Total
25
21
31

Total
906
958
1.071

employees




employees




Domestic
1.647
2.367
2.568

Domestic
77.125
77.961
67.363

TNC
107.130
109.270
91.098

TNC
50.785
55.718
51.972

Total
108.777
111.637
93.666

Total
127.911
133.679
119.336

Value of production




Value of production




Domestic
66.056
86.379
156.018

Domestic
4.262.900
4.651.647
3.964.805

TNC
23.340.936
27.077.809
24.353.812

TNC
3.990.494
5.240.273
6.545.005

Total
23.406.992
27.164.189
24.509.830
 
Total
8.253.393
9.891.920
10.509.810

Source: IBGE - Elaboration NEIT/IE/UNICAMP:

Table 6.1 shows a profile of the Brazilian automotive sector in 1996, 1997 and 1999. Data refer to IBGE’s Annual Industrial Survey and show a significant increase in the number of multinational companies, particularly in the auto-vehicles sector, as well as a decrease in the number of job posts.

The sector’s restructuring has promoted significant labor productivity gains, explained, on the one hand, by the modernization of plants and, on the other, by the new productive and organizational processes adopted, which have increasingly transferred assembly line activities to suppliers, besides subcontracting support activities. The production of auto-vehicles per worker tripled in the nineties, jumping from 7.8 vehicles per worker to 21.3 vehicles per worker (Table 6.2). This accumulated growth of more than 170% of labor productivity was much more a result of an increase in the production than of a drop in job posts, since production has increased at a rate of 6.4% p.a. against a reduction of –2.9% p.a. in job posts. In this period, more than 32,000 job posts were eliminated or transferred, although production has more than doubled.

Table 6.2 – Employment and labor productivity in Brazilian Automotive Industry


1990
1991
1992
1993
1994
1995

Employment
117.396
109.428
105.664
106.738
107.134
104.614

Labor productivity
7,8
8,8
10,2
13,0
14,8
15,6










1996
1997
1998
1999
2000
2001

Employment
101.857
104.941
83.049
85.100
89.134
85.257

Labor productivity
17,7
19,7
19,1
15,9
19,0
21,3

Source: Anfavea. Elaboration NEIT/UNICAMP.

Productivity gains were more intense in periods of great expansion of production. This explains why productivity increased 14.9% p.a. in the first half of the decade and only 5.3% p.a. in the second half. In the most recent period (2000-01), when economic growth was restored and new productive plants were opened, productivity increased at a considerable rate of 14.9% p.a., opposing a substantial fall of –19% p.a. in productivity in the period of deceleration (1998-99).

6.2 Investments in the sector

According to Anfavea’s data, the annual average of investment of carmakers more than doubled, from US$ 500 millions in the eighties to US$ 1.3 billion in the first half of the nineties, when investments on rationalization and modernization prevailed. In the second half of the decade, characterized more by investments on creation and expansion of capacity, the annual average volume increased again, reaching a level superior to US$ 2 billions (Table 6.3). In the nineties, approximately US$ 16.5 billions were invested in the car industry.

Table 6.3 – Total Investment in the Brazilian Automotive Industry - US$ millions

Mean
Mean
Mean
Mean
Acumul.
Acumul.
Acumul.
Acumul.


Dec.80
Dec.90
90-95
96-00
80-90
Dec.80
Dec.90
96-00

Vehicles
509
1.658
1.271
2.046
21.669
5.088
16.581
10.228

Autoparts
401
1.209
1.060
1.359
16.107
4.015
12.092
6.794

Source: Anfavea, Sindipeças. Elaboration NEIT/UNICAMP.

Less intensively, investments were made on the autoparts sector as well, whose annual average investment in the first half of the decade amounted to 83% of those made by carmakers, while in the second half they corresponded to 66%. From an annual average of US$ 400 millions in the eighties, they jumped to US$ 1 billion in the period 1990-95 and to US$ 1,35 billion in the second half of the decade. In total, US$ 12 billions were invested. The fact that investments in the sector are smaller and not as dynamic as in the car industry is greatly due to the significant growth in imports of autoparts in this period, which we will analyze further, and to the smaller profitability and greater fragility of finances in the sector.

Concerning investments in the autoparts sector, the operation mode of mergers and acquisitions prevailed, following an international trend, which means that, unlikely the carmaker’s sector, only part of the investments represent an increase in productive capacity. Besides, mergers and acquisitions promoted an intense process of concentration and denationalization in the sector.

The amount of investments on capacity expansion and creation and the diversion of great part of the demand for foreign autoparts caused an increase in the sector’s idle capacity, which jumped from 20% in 1995 to 35% in 1999, falling only in 2000, after the currency devaluation of 1999, benefiting from a strong impulse in the domestic production of auto-vehicles from 2000 on.

6.3 Foreign direct investment

Within the process of modernization, construction of new units, and mergers and acquisitions, FDI played a decisive role. As we can see in Table 6.4, the sector of auto-vehicles was one of the greatest receptors of FDI in the manufacturing industry, accumulating more than US$ 18.6 billions in investments between 1995 and 2000, about 23% of the total channeled into the industry in the same period.

Table 6.4 – FDI in Brazilian Automotive industry, 1996-2000

 
 
 
 
 
 
US$ million 


12/1995*
1996
1997
1998
1999
2000
96-2000

Automotive Industry
2.851,3
286,1
222,7
1.060,1
1.831,0
960,7
4.360,5

All the industry
23.402,4
1.740,0
2.036,4
2.766,4
7.002,3
5.087,4
18.632,5

(%) in all the industry FDI
12,2
16,4
10,9
38,3
26,1
18,9
23,4

(%) in all the FDI
6,7
3,7
1,5
4,6
6,6
3,2
4,2

Total  
42.530,0
7.665,4
15.311,1
23.270,8
27.564,4
29.876,4
103.688,0

 Source: Brazilian Central Bank

 * Stock
 
 
 
 
 
 
 

These investments were directed not only to the modernization of existing subsidiaries, but also to the construction of new industrial plants, as we can see in Box 1.

Box 1 – New Industrial Plants constructed since 1996

Enterprise
Auto vehicle
Data

Chrysler*
Light comercials
1998

DaimlerChrysler
Cars
1999

Fiat
Cars 
2000

Ford
Cars and light commercials
2001

General Motors 
Components
1999

General Motors
Cars
2000

Honda
Cars 
1997

International
Trucks
1998

Iveco   
Engines
2000

Iveco Fiat **
Light commercials, trucks and buses
2000

MMC Automotores (Mitsubishi)
Light comercials
1998

Nissan
Light comercials (Renault e Nissan)
2001

Peugeot Citroën
Cars and engines
2001

Renault
Cars and engines
1998

Toyota
Cars
1998

Volkswagen
Engines
1996

Volkswagen
Trucks and buses
1996

Volkswagen Audi 
Cars
1999

Volvo
Industrial expansion
1997, 1999 e 2000

Another important trend in the sector was the increasing presence of foreign companies to the disadvantage of domestic capital. According to Sindipeças’ data, in 1994 the share of domestic companies in the capital, sales and investment of the sector was 51.9%, 52.4% and 52%, respectively. With the increase of merger and acquisition operations and the consequent deepening of the concentration and denationalization process, and the different competitive performances showed by these two groups of companies, this share dropped to 26.5%, 27% and 14.5%, respectively.

Notwithstanding the divergence of investment indicators between the two segments, the fact is that investments made reduced the competitive gap between Brazil and developed economies in regards to products and productive facilities and processes.

Investments made and strategies adopted by already established carmakers had as common goals:

a) expanding production capacity and updating models;

b) specializing the production of small cars (compact cars) to obtain economy of scale, which allows carmakers to work with efficient scales, according to international parameters;

c) differentiating products for basic compact models, which gave origin to other versions of compact cars, more sophisticated, with more potent engines and several optional items;

d) complementary productive structures and product lines between Argentina and Brazil, promoting an intense trade flow intra-Mercosur. Thus, carmakers could increase the variety of supply and promote market segmentation without losing economies of scale.

On the other hand, the low volume of investments of some newcomers revealed strategies of entering the market by means of a low volume of production, such as the cases of Peugeot-Citroën, Honda, Toyota and Chrysler. These strategies seem to be more adequate to companies which have little experience in local production, little knowledge about the Brazilian and regional market and/or a smaller number of dealers. These factors would also help to explain Mercedes Benz’s and Renault’s bolder strategies of initial investments.

An important aspect to be emphasized is that investments made allowed a significant increase in the installed productive capacity, estimated between 3.2 millions of annual units in Brazil. However, the fall in the domestic demand and production in 1998-99, at the same time as these investments were maturing, generated a high level of undesired idle capacity. Even restoring the production in 2000/2001, the level still remained very high if we take as a parameter the production of 1.8 million auto-vehicle units in 2001, which provides a rate close to 43%, well above the global average of 25%.
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� The year 1997 was the last when information on foreign trade was available by company; this fact made impracticable to update data for more recent periods.


� FDI data provided by the Central Bank of Brazil refer to electro-electronic products and telecommunications material.


� For goods produced in the areas of SUDAM, SUDENE and Center-West deductions are: a) 100% of tax on industrialized products until December 2003; b) reduction of 95% of taxes in 2004; c) reduction of 90% of taxes in 2005; d) reduction of 85% of taxes from January 2006 to December 2009; from then on the benefit will be extinct. For goods produced in the rest of the country, deductions of tax on industrialized products are: a) reduction of 90% in 2002; b) reduction of 85% in 2003; c) reduction of 80% in 2004; d) reduction of 75% in 2005; e) reduction of 70% from January 2006 to December 2009; from then on the benefit will be extinct. The new bracket of tax on industrialized products (presidential decree 4.0556 of December 17, 2001) is of 15% for final goods, 10% for parts, and 5% and 2% for components (in almost all cases).





� Emphasizing the main plants built from 1996 on, according to the statistical appendix, namely: the French Renault and Peugeot-Citröen, the Japanese Honda and Toyota.
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Plan1

		COD CNAE		CNAE Descrição		1989		1992		1997

		1		Agric, pecuária e serv rel com essas ativ		0		0		0

		13		Ext de minerais metálicos		13.6		14.2		19

		14		Ext de minerais não-metálicos				0		0

		15		Fab de prod alimentícios e bebidas		24.7		27.5		44

		16		Fab de prod do fumo		100		91.2		100

		17		Fab de prod têxteis		13.2		12.9		0

		18		Confecção de art do vestuário e aces		13.5		0		24.6

		19		Prep de couros e fab de artef de couro, art de viagem e calç		0		0		0

		20		Fab de prod de madeira		0		25.2		0

		21		Fab de celulose, papel e prod de papel		29.4		21.3		23.2

		22		Edição, impressão e reprod de gravações		0		0		0

		23		Fab de coque, refino de petróleo, elab de combustíveis nucle		0		0		0

		24		Fab de prod químicos		66.8		62.2		67.1

		241		Fab de prod químicos inorgânicos		52.7		50.9		29.4

		242		Fab de prod químicos orgânicos		21.3		15.9		16

		243		Fab de resinas e elastômeros		43.1		30.3		47.2

		244		Fab de fibras, fios, cabos e filamentos contínuos artificiai		56.8		70.6		87.9

		245		Fab de prod farmacêuticos		100		88.7		86.4

		246		Fab de defensivos agrícolas		100		100		100

		247		Fab de sabões, detergentes, prod de limp. e art de perfum.		88		93.6		88.5

		248		Fab de tintas, vernizes, esmaltes, lacas e prod afins		40.8		31.6		100

		249		Fab de prod e preparados químicos diversos		92.9		86.4		93.8

		25		Fab de art de borracha e plástico		56.4		60.2		72.7

		26		Fab de prod de minerais não-metálicos		46.5		31.5		42.9

		27		Metalurgia básica		35.5		27.4		23.5

		28		Fab de prod de metal - exclusive maq e equip		0		0		50.6

		29		Fab de maq e equip		31.1		33.6		76.5

		30		Fab de maq para escritório e equip de informática		85.9		85		79.2

		31		Fab de maq, ap e mat elétricos		73.8		80.8		87.3

		32		Fab de material eletrônico e de ap e equip de comunicações		37		26.2		56.4

		34		Fab e montagem de veíc automot. reboques e carrocerias		89.2		91.5		94.8

		341		Fab de automóveis, caminhonetas e utilitários		100		100		100

		342		Fab de caminhões e ônibus		100		100		100

		343		Fab de cabines, carrocerias e reboques		0		0		0

		344		Fab de peças e aces para veíc automotores		63.3		70		81.4

		35		Fab de outros equip de transporte		55.2		41.1		0

		36		Fab de móveis e indústrias diversas		100		0		50.3

		40		Eletricidade, gás e água quente		0		0		40.8

		45		Construção		0		1		2.9

		50		Com e rep de veíc automot. e motocicletas; e com a varejo		0		21.3		0

		51		Com por atacado e intermediários do com		59.3		62.6		48.6

		52		Com varejista e rep de objetos pessoais e domésticos		10.6		15		24.4

		60		Transporte terrestre		0		0		13

		61		Transporte aquaviário		0		0		0

		62		Transporte aéreo		0		0		0

		64		Correio e telecomunicações		0		0		0

		65		Intermediação financeira, exclusive seguros e previdência pr		0		0		6.2

		66		Seguros e previdência privada		0		0		0

		71		Aluguel de veíc, maq e equip sem cond ou op e de objetos pes		0		0		0

		74		Serv prestados principalmente às empresas		0		100		100

		85		Saúde e serv sociais		0		0		0

		90		Limpeza urbana e esgoto; e ativ conexas		0		0		55.2

		92		Ativ recreativas, culturais e desportivas		0		0		0

				TOTAL		41.2		42.9		49.9
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		60.3469274548		34.1142540822

		19.0088897295		0.129992973

		17.4871542605		0.1995240981

		36.5362750113		8.5628756192

		2.9333988411		0.0726213973

		49.8992314123		42.9492751968



Serviços

Total

1997

1992

Participação das ET

Participação nas Vendas

Total

Extrativa

Comércio

Indústria

Total

Construção

Total

Total

66.0743398883

67.0681109435

1.7794372845

0.979481936

8.1418932109

3.363828498

23.3556612829

21.1895935755

2.3291544997

7.3365749841

100

100
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								ET		Set/TOT

		Agric. Silv. e Pesca		294				0.00000		0.0989511181				1,550.9		-0		1.0

		Indústria Total		196,317.70		118,471.70		60.3469274548		66.0743398883		50,780.5		99,833.7		34.1		67.1

		Extrativa Mineral		5,287.00		1,005.00		19.0088897295		1.7794372845		193.5		1,458.0		0.1		1.0

		Serviços		24,190.90		4,230.30		17.4871542605		8.1418932109		297.0		5,007.2		0.2		3.4

		Comércio		69,393.50		25,353.80		36.5362750113		23.3556612829		12,746.2		31,541.6		8.6		21.2

		Construção Civil		6,920.30		203		2.9333988411		2.3291544997		108.1		10,920.8		0.1		7.3

		Total		297,116.40		148,258.80		49.8992314123		100		63,931.8		148,854.2		42.9		100.0
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		ORIENTAÇÃO		FAB DE PROD DE METAL		1.40		0.20																																		RESOURCE SEEKING																						RESOURCE SEEKING

		EXTERNA		FAB DE MAQ PARA ESCRITÓRIO E EQUIP DE INFORMÁTICA		1.00		1.00																																		MARKET SEEKING PURO																						MARKET SEEKING PURO

				FAB DE MAQ, AP E MAT ELÉTRICOS		2.60		0.80				INDICADOR		Estoque IDE até 1995		Fluxo IDE 1995-99		Vendas		Saldo Total		Coeficiente de Importação		Coeficiente de Exportação																		MARKET SEEKING C/ BAIXA OR. EXTERNA																						MARKET SEEKING C/ BAIXA OR. EXTERNA

				FAB DE MATERIAL ELETRÔNICO E DE AP E EQUIP DE COMUNICAÇÕES		1.40		1.40				RESOURCE SEEKING		5.6		1.7		2,387		1,040		4.7		48.3																		MARKET SEEKING C/ MOD. ORIENTAÇÃO EXTERNA																						MARKET SEEKING C/ MOD. ORIENTAÇÃO EXTERNA

						6.40		3.40				MARKET SEEKING PURO		37.0		59.8		29,787		609		0.5		2.5

		MARKET		FAB DE PROD DO FUMO		1.70		0.60				MARKET SEEKING C/ BAIXA OR. EXTERNA		19.7		7.5		38,166		-3,828		13.9		3.9

		MARKET		FAB DE PROD ALIMENTÍCIOS E BEBIDAS		5.50		2.50				MARKET SEEKING C/ MOD. ORIENTAÇÃO EXTERNA		27.9		9.7		77,918		2,356		10.0		13.1

		SEEKING		FAB DE ART DE BORRACHA E PLÁSTICO		3.10		0.70				TOTAL		42,530		73,812		148,259		177		9.0		9.2

		COM MOD		METALURGIA BÁSICA		6.00		0.40

		ORIENTAÇÃO		FAB DE MAQ E EQUIP		4.90		0.90

		EXTERNA		FAB E MONTAGEM DE VEÍC AUTOMOTORES REBOQUES E CARROCERIAS		6.70		4.60

						27.90		9.70

				TOTAL
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		60.3469274548		34.1142540822

		19.0088897295		0.129992973

		17.4871542605		0.1995240981

		36.5362750113		8.5628756192

		2.9333988411		0.0726213973

		49.8992314123		42.9492751968



Serviços

Total

1997

1992

Participação das ET no setor (%)

Participação do setor nas Vendas das 500 maiores (%)

Total

Extrativa

Comércio

Indústria

Total

Construção

Total

Total

66.0743398883

67.0681109435

1.7794372845

0.979481936

8.1418932109

3.363828498

23.3556612829

21.1895935755

2.3291544997

7.3365749841

100

100



		SETORES		Estoque		Fluxo Acumulado       1995-99		SETORES		Estoque		Fluxo Acumulado       1995-99

				Até 1995 (*)						Até 1995 (*)

				Em %		Em %				Em %		Em %

		Agricultura e I. Extrativa		1.6		1.5

		Indústria		55		18.4		Serviços		43.4		80.1

		Alimentos e bebidas		5.5		2.5		Eletricid., gás e água		0		14

		Fumo		1.7		0.6		Construção		0.5		0.7

		Têxteis		1.2		0.3		Comércio atacadista		5		4.8

		Vestuário e acessórios		0.2		0		Comércio varejista		1.6		3.7

		Art.de Couro e calçados		1		0		Correio e telecomunic.		0.5		16

		Madeira		0.1		0.1		Intermed. Financeira		3		13.7

		Papel e celulose		3.3		0		Seguros e Prev. Priv.		0.4		0.6

		Edição e impressão		0.3		0.1		Atividades imobiliárias		2.5		0.3

		Petroquímica e álcool		0		0		Serv. Prest. Empresas		26.9		22.9

		Produtos químicos		11.2		3

		Borracha e plástico		3.1		0.7

		Prod. Min. Não-metálicos		1.9		1.1

		Metalurgia básica		6		0.4

		Produtos de metal		1.4		0.2

		Máqs. e equipamentos		4.9		0.9

		Máqs. Esc. Eqps. Inf.		1		1

		Máqs. Eqps  Aprs Elét.		2.6		0.8

		M. Elet  Eqs. Comunic.		1.4		1.4

		Eqs. Méd, ótic, autom.		0.4		0.1

		Automobilística		6.7		4.6

		Outros Eqs. Transp.		0.5		0.2

		Mobiliário		0.7		0.2		TOTAL		100		100

		Reciclagem		0		0				42,530		73,812
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		Setor		1989												1992												1997

				Nacional				Estrangeira						Total		Nacional				Estrangeira						Total		Nacional				Estrangeira						Total

				Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº

		Agric. Silv. e Pesca		1,256.10		6						1,256.10		6		1,550.90		8		-		-		1,550.90		8		294		1						294		1

		Indústria Total		52,958.30		225		55,387.10		134		108,345.40		359		49,053.20		228		50,780.50		134		99,833.70		362		77,846.00		185		118,471.70		158		196,317.70		343

		Extrativa Mineral		1,295.50		7		204.4		1		1,499.90		8		1,264.50		7		193.5		1		1,458.00		8		4,282.00		6		1,005.00		4		5,287.00		10

		Indústria de Transf.		51,662.80		218		55,182.70		133		106,845.50		351		47,788.70		221		50,587.00		133		98,375.70		354		73,564.00		179		117,466.70		154		191,030.70		333

		Serviços		4,230.60		14						4,230.60		14		4,710.20		14		297		1		5,007.20		15		19,960.60		41		4,230.30		7		24,190.90		48

		Comércio		26,072.00		79		12,160.30		15		38,232.30		94		18,795.40		74		12,746.20		11		31,541.60		85		44,039.70		72		25,353.80		16		69,393.50		88

		Construção Civil		11,717.80		27						11,717.80		27		10,812.70		29		108.1		1		10,920.80		30		6,717.30		19		203		1		6,920.30		20

		Total		96,234.80		351		67,547.40		149		163,782.20		500		84,922.40		353		63,931.80		147		148,854.20		500		148,857.60		318		148,258.80		182		297,116.40		500

		Participação. Relativa		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº		Vendas		Nº

		Agric. Silv. e Pesca		100		100		0		0		100		100		100		100		-		-		100		100		100		100		-		-		100		100

		Indústria Total		48.9		62.7		51.1		37.3		100		100		49.1		63		50.9		37		100		100		39.7		53.9		60.3		46.1		100		100

		Extrativa Mineral		86.4		87.5		13.6		12.5		100		100		86.7		87.5		13.3		12.5		100		100		81		60		19		40		100		100

		Indústria de Transf.		48.4		62.1		51.6		37.9		100		100		48.6		62.4		51.4		37.6		100		100		38.5		53.8		61.5		46.2		100		100

		Serviços		100		100		0		0		100		100		94.1		93.3		5.9		6.7		100		100		82.5		85.4		17.5		14.6		100		100

		Comércio		68.2		84		31.8		16		100		100		59.6		87.1		40.4		12.9		100		100		63.5		81.6		36.5		18.4		100		100

		Construção Civil		100		100		0		0		100		100		99		96.7		1		3.3		100		100		97.1		95		2.9		5		100		100

		Total		58.8		70.2		41.2		29.8		100		100		57.1		70.6		42.9		29.4		100		100		50.1		63.5		49.9		36.5		100		100





Plan1

		COD CNAE		CNAE Descrição		1989		1992		1997

		1		Agric, pecuária e serv rel com essas ativ		0		0		0

		13		Ext de minerais metálicos		13.6		14.2		19

		14		Ext de minerais não-metálicos				0		0

		15		Fab de prod alimentícios e bebidas		24.7		27.5		44

		16		Fab de prod do fumo		100		91.2		100

		17		Fab de prod têxteis		13.2		12.9		0

		18		Confecção de art do vestuário e aces		13.5		0		24.6

		19		Prep de couros e fab de artef de couro, art de viagem e calç		0		0		0

		20		Fab de prod de madeira		0		25.2		0

		21		Fab de celulose, papel e prod de papel		29.4		21.3		23.2

		22		Edição, impressão e reprod de gravações		0		0		0

		23		Fab de coque, refino de petróleo, elab de combustíveis nucle		0		0		0

		24		Fab de prod químicos		66.8		62.2		67.1

		241		Fab de prod químicos inorgânicos		52.7		50.9		29.4

		242		Fab de prod químicos orgânicos		21.3		15.9		16

		243		Fab de resinas e elastômeros		43.1		30.3		47.2

		244		Fab de fibras, fios, cabos e filamentos contínuos artificiai		56.8		70.6		87.9

		245		Fab de prod farmacêuticos		100		88.7		86.4

		246		Fab de defensivos agrícolas		100		100		100

		247		Fab de sabões, detergentes, prod de limp. e art de perfum.		88		93.6		88.5

		248		Fab de tintas, vernizes, esmaltes, lacas e prod afins		40.8		31.6		100

		249		Fab de prod e preparados químicos diversos		92.9		86.4		93.8

		25		Fab de art de borracha e plástico		56.4		60.2		72.7

		26		Fab de prod de minerais não-metálicos		46.5		31.5		42.9

		27		Metalurgia básica		35.5		27.4		23.5

		28		Fab de prod de metal - exclusive maq e equip		0		0		50.6

		29		Fab de maq e equip		31.1		33.6		76.5

		30		Fab de maq para escritório e equip de informática		85.9		85		79.2

		31		Fab de maq, ap e mat elétricos		73.8		80.8		87.3

		32		Fab de material eletrônico e de ap e equip de comunicações		37		26.2		56.4

		34		Fab e montagem de veíc automot. reboques e carrocerias		89.2		91.5		94.8

		341		Fab de automóveis, caminhonetas e utilitários		100		100		100

		342		Fab de caminhões e ônibus		100		100		100

		343		Fab de cabines, carrocerias e reboques		0		0		0

		344		Fab de peças e aces para veíc automotores		63.3		70		81.4

		35		Fab de outros equip de transporte		55.2		41.1		0

		36		Fab de móveis e indústrias diversas		100		0		50.3

		40		Eletricidade, gás e água quente		0		0		40.8

		45		Construção		0		1		2.9

		50		Com e rep de veíc automot. e motocicletas; e com a varejo		0		21.3		0

		51		Com por atacado e intermediários do com		59.3		62.6		48.6

		52		Com varejista e rep de objetos pessoais e domésticos		10.6		15		24.4

		60		Transporte terrestre		0		0		13

		61		Transporte aquaviário		0		0		0

		62		Transporte aéreo		0		0		0

		64		Correio e telecomunicações		0		0		0

		65		Intermediação financeira, exclusive seguros e previdência pr		0		0		6.2

		66		Seguros e previdência privada		0		0		0

		71		Aluguel de veíc, maq e equip sem cond ou op e de objetos pes		0		0		0

		74		Serv prestados principalmente às empresas		0		100		100

		85		Saúde e serv sociais		0		0		0

		90		Limpeza urbana e esgoto; e ativ conexas		0		0		55.2

		92		Ativ recreativas, culturais e desportivas		0		0		0

				TOTAL		41.2		42.9		49.9
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Gráf1

		60.3469274548		34.1142540822

		19.0088897295		0.129992973

		17.4871542605		0.1995240981

		36.5362750113		8.5628756192

		2.9333988411		0.0726213973

		49.8992314123		42.9492751968



Serviços

Total

1997

1992

Participação das ET

Participação nas Vendas

Total

Extrativa

Comércio

Indústria

Total

Construção

Total

Total

66.0743398883

67.0681109435

1.7794372845

0.979481936

8.1418932109

3.363828498

23.3556612829

21.1895935755

2.3291544997

7.3365749841

100

100



Gráf1 (2)

		60.3469274548		51.1208597689

		19.0088897295		13.6275751717

		17.4871542605		0

		36.5362750113		31.8063522205

		2.9333988411		0

		49.8992314123		41.242210692



Serviços

Total

1997

1989

Participação das ET

Participação nas Vendas

Total

Extrativa

Comércio

Indústria

Total

Construção

Total

Total

66.0743398883

66.152121537

1.7794372845

0.9157893837

8.1418932109

2.5830645821

23.3556612829

23.3433791951

2.3291544997

7.154501527

100

100



Plan2

																1992

								ET		Set/TOT						ET		Set/TOT		ET		Set/TOT

		Agric. Silv. e Pesca		294				0.00000		0.0989511181				1,550.9		-0		1.0				1,256.10

		Indústria Total		196,317.70		118,471.70		60.3469274548		66.0743398883		50,780.5		99,833.7		34.1		67.1				108,345.40

		Extrativa Mineral		5,287.00		1,005.00		19.0088897295		1.7794372845		193.5		1,458.0		0.1		1.0				1,499.90

		Serviços		24,190.90		4,230.30		17.4871542605		8.1418932109		297.0		5,007.2		0.2		3.4				106,845.50

		Comércio		69,393.50		25,353.80		36.5362750113		23.3556612829		12,746.2		31,541.6		8.6		21.2				4,230.60

		Construção Civil		6,920.30		203		2.9333988411		2.3291544997		108.1		10,920.8		0.1		7.3				38,232.30

		Total		297,116.40		148,258.80		49.8992314123		100		63,931.8		148,854.2		42.9		100.0				11,717.80

																						163,782.20

				1989				1992

				Estrangeira		Total		Estrangeira		Total

		Agric. Silv. e Pesca				1,256.10				294

		Indústria Total		55,387.10		108,345.40		118,471.70		196,317.70

		Extrativa Mineral		204.4		1,499.90		1,005.00		5,287.00

		Indústria de Transf.		55,182.70		106,845.50		117,466.70		191,030.70

		Serviços				4,230.60		4,230.30		24,190.90

		Comércio		12,160.30		38,232.30		25,353.80		69,393.50

		Construção Civil				11,717.80		203		6,920.30

		Total		67,547.40		163,782.20		148,258.80		297,116.40

				1989				1997

				Estrangeira		Total		Estrangeira		Total

		Indústria Total		51.12		66.15		60.35		66.07

		Extrativa Mineral		13.63		0.92		19.01		1.78

		Serviços		0.00		2.58		17.49		8.14

		Comércio		31.81		23.34		36.54		23.36

		Construção Civil		0.00		7.15		2.93		2.33

		Total		41.24		100.00		49.90		100.00

		Agric. Silv. e Pesca		0.00		0.77		0.00		0.10

		Indústria de Transf.		51.65		65.24		61.49		64.29





Plan4

		ORIENTAÇÃO		FAB DE PROD DE METAL		1.40		0.20																																		RESOURCE SEEKING

		EXTERNA		FAB DE MAQ PARA ESCRITÓRIO E EQUIP DE INFORMÁTICA		1.00		1.00																																		MARKET SEEKING PURO

				FAB DE MAQ, AP E MAT ELÉTRICOS		2.60		0.80				INDICADOR		Estoque IDE até 1995		Fluxo IDE 1995-99		Vendas		Saldo Total		Coeficiente de Importação		Coeficiente de Exportação																		MARKET SEEKING C/ BAIXA OR. EXTERNA

				FAB DE MATERIAL ELETRÔNICO E DE AP E EQUIP DE COMUNICAÇÕES		1.40		1.40				RESOURCE SEEKING		5.6		1.7		2,387		1,040		4.7		48.3																		MARKET SEEKING C/ MOD. ORIENTAÇÃO EXTERNA

						6.40		3.40				MARKET SEEKING PURO		37.0		59.8		29,787		609		0.5		2.5

		MARKET		FAB DE PROD DO FUMO		1.70		0.60				MARKET SEEKING C/ BAIXA OR. EXTERNA		19.7		7.5		38,166		-3,828		13.9		3.9

		MARKET		FAB DE PROD ALIMENTÍCIOS E BEBIDAS		5.50		2.50				MARKET SEEKING C/ MOD. ORIENTAÇÃO EXTERNA		27.9		9.7		77,918		2,356		10.0		13.1

		SEEKING		FAB DE ART DE BORRACHA E PLÁSTICO		3.10		0.70				TOTAL		42,530		73,812		148,259		177		9.0		9.2

		COM MOD		METALURGIA BÁSICA		6.00		0.40

		ORIENTAÇÃO		FAB DE MAQ E EQUIP		4.90		0.90

		EXTERNA		FAB E MONTAGEM DE VEÍC AUTOMOTORES REBOQUES E CARROCERIAS		6.70		4.60

						27.90		9.70

				TOTAL
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		60.3469274548		34.1142540822

		19.0088897295		0.129992973

		17.4871542605		0.1995240981

		36.5362750113		8.5628756192

		2.9333988411		0.0726213973

		49.8992314123		42.9492751968



Serviços

Total

1997

1992

Participação das ET no setor (%)

Participação do setor nas Vendas das 500 maiores (%)

Total

Extrativa

Comércio

Indústria

Total

Construção

Total

Total

66.0743398883

67.0681109435

1.7794372845

0.979481936

8.1418932109

3.363828498

23.3556612829

21.1895935755

2.3291544997

7.3365749841

100

100



		60.3469274548		51.1208597689

		19.0088897295		13.6275751717

		17.4871542605		0

		36.5362750113		31.8063522205

		2.9333988411		0

		49.8992314123		41.242210692



Serviços

Total

1997

1989

Participação das ET

Participação nas Vendas

Construção

Total

Indústria

Comércio

Extrativa

Total

Total

Total

66.0743398883

66.152121537

1.7794372845

0.9157893837

8.1418932109

2.5830645821

23.3556612829

23.3433791951

2.3291544997

7.154501527

100

100



		SETORES		Estoque		Fluxo Acumulado       1995-99		SETORES		Estoque		Fluxo Acumulado       1995-99

				Até 1995 (*)						Até 1995 (*)

				Em %		Em %				Em %		Em %

		Agricultura e I. Extrativa		1.6		1.5

		Indústria		55		18.4		Serviços		43.4		80.1

		Alimentos e bebidas		5.5		2.5		Eletricid., gás e água		0		14

		Fumo		1.7		0.6		Construção		0.5		0.7

		Têxteis		1.2		0.3		Comércio atacadista		5		4.8

		Vestuário e acessórios		0.2		0		Comércio varejista		1.6		3.7

		Art.de Couro e calçados		1		0		Correio e telecomunic.		0.5		16

		Madeira		0.1		0.1		Intermed. Financeira		3		13.7

		Papel e celulose		3.3		0		Seguros e Prev. Priv.		0.4		0.6

		Edição e impressão		0.3		0.1		Atividades imobiliárias		2.5		0.3

		Petroquímica e álcool		0		0		Serv. Prest. Empresas		26.9		22.9

		Produtos químicos		11.2		3

		Borracha e plástico		3.1		0.7

		Prod. Min. Não-metálicos		1.9		1.1

		Metalurgia básica		6		0.4

		Produtos de metal		1.4		0.2

		Máqs. e equipamentos		4.9		0.9

		Máqs. Esc. Eqps. Inf.		1		1

		Máqs. Eqps  Aprs Elét.		2.6		0.8

		M. Elet  Eqs. Comunic.		1.4		1.4

		Eqs. Méd, ótic, autom.		0.4		0.1

		Automobilística		6.7		4.6

		Outros Eqs. Transp.		0.5		0.2

		Mobiliário		0.7		0.2		TOTAL		100		100

		Reciclagem		0		0				42,530		73,812






