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Small and Medium-Size Transnational Corporations in Brazil

I Iniroduction

Transnational corporations {TNCs) have played a key role in
the Brazilian economy. Hence, there is a significative literature
aiming at the analysis of TNCs in general, and large TNCs in
particular. However, small and medium-size TNCs have received
no specific attention in this literature. The objective of this
paper is to contribute to a better understanding of the role of
small and medium-size transnational corporations in Brazil. It
is also the intent of the paper to outline a programme of
technical assistance whose aim is to promote flows of foreign
direct investment and technology from small and medium-size
enterprises (SMEs) to Brazil and to strengthen the capacity of
the government so as to to maximize the benefit/cost relation
assoclated with the presence of SMEs in the country .

This study proceeds in the following manner. Section II
examines, on the basis of the available empirical evidence, the
contribution of small and medium-size enterprises to the
Brazilian economy and the main problems that affect the
propensity of SMEs from advanced economies to undertake
foreign direct investment in Brazil. From the limited evidence
available, it may be tentatively concluded that there are hundreds
of small and medium-size TNCs in Brazil which gjve some
contribution to the economy, interms of production, employment
and linkages. It is difficult to compare small and medium-size
TNCs to large TNCs to the extent that there is an absolute lack
of studies and information on this subject, Moreover, there is
certain “division of labour” between small , erelsa
TNCs and large TNCs i mall and medium-size

» €specially in manufacturing, insofar as

5



Textos para Discusséio

the latter have a “revealed preference” for technology-intensive
industries. As regards technology transfer, it seems that the
most significative contribution is related to licensing agreements.
Given the magnitude of the external crisis and the trade
structure, the contribution of small and medium-size TNCs to
the balance-of- payments adjustment seems to be very modest.

Section III presents a critical evaluation of the government
policies, measures and programmes that affect the role of
- SMEs. The basic conclusion is that, notwithstanding the long

tradition of policies, measures and programmes oriented to
SMES in general, the Brazilian government keeps on having a
strategy of promoting an even greater concentration and
centralization of capital. According to the evidence available,
the impact of the efforts aiming at promoting SMEs does not
seem be very significative. Moreover, there have been no specific
efforts conducted by government to facilitate the involvement
by small and medium-size TNCs in Brazil. :

Section IV discusses some policy alternatives that could
improve and strengthen the existing legal and institutional
framework in this area. The result is not so much to present
detailed mechanisms, proposalsand instruments, but tosuggest
a set of guidelines for further research and debate. The basic
argument is that the implementation of programmes and
measures oriented to the expansion of SMEs (domestic and
TNCs alike) in Brazil seems to be more rewarding that the
present bias towards large economic groups.

The last section (Section V) deals with a specific set of
activities in the context of a technical assistance programme
oriented to the promotion of foreign direct investment by SMEs
in Brazil. It is the basic idea that the present structure of
support for SMEs in Brazil (more specifically, the system of
specialized agencies SEBRAE) has many positive and valuable
elements, that can be strengthened and adapted so gg to
encourage flows of investment and technology from small and
medium-size TNCs and, at the same time, to maximize the
development objectives and needs of the country,

Small and Medium-Size Transnational Comporations in 8razil

I, The Role and the Impact of Small and Medium-size Transnational
Corporations in Brazil

A. The importance of SMEs in the economy

Small and medium-size enterprises play a relatively important
role in the Brazilian economy, notwithstanding the dominant
presence of large economic groups (TNCs, local private groups
and state-owned enterprises). The data in Table 1 show the
significative contribution of SMEs for production and as
employment generators. With respect to manufacturing, the
situation of SMEs is not very different from that found in Japan
insofar as SMEs account for about four-fifths of employment
and approximately two-thirds of total sales. This same
phenomenon of similarity of production and employment
structure according to the size of enterprises, between Brazil
and Japan, can also be seen in the case of retail trade. In these
two sectors the presence of SMEs in the United States is less
important than in Brazil and Japan. As far as wholesale trade
and other services are concerned, the general structure in
Brazil is more similar to that found in the United States. In
Japan there isaremarkable concentration of services production
(excluding wholesale and retail services) in the large enterprises.

As regards Brazil, the more detailed data presented in Table
2 show that there is a certain heterogeneity with respect to the
relative importance of SMEs in production and employment. By
and large, SMEs play a significative role in Brazil. Nevertheless,
it can be said that SMEs tend to play a relatively minor role in
the following sectors: mining, transport equipment, rubber,
tobacco, radio, television and entertainment services, and other
auxiliary services (that is. SMES account for less than half of
total sales).

The role of SMEs as innovators seems tg
modest than their impact on job creation an
Brazilian economy. AS a technologically-dependent economy,
Brazil relies to a very large extent on foreign technology either
through the presence of affiliates of }

arge TNCs or throu
contractual relations. Despite the efforts to strengthen tﬁg

be much more
d production in the
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national technological capability, the macroeconomic
stabﬂjlzation crisis and the acceleration of technical progresson
ge world scale have increased further the technological gap

tween Brazil and the developed economies in the last decade.

There is a Iack of studies on the role of SMEs in the process
of technological innovation in Brazil, Nevertheless, it is worth
iI:l<;o1ting that the available evidence indicates that technological
relaot;,aﬁon by SMEs in the country is a consequence of their
. onship with capital goods producers @, It means that

MEs are recipient of new technologies. Of course, SMEs that
ia_:e ch];;:-olducers of capital goods can contribute to this process of
o ac; tcl)lglca.l innovation. In this regard, it is worth pointing out
o ough large TNCs and large domestic groups have a
o ding presence in the capital goods sector, there several
( gments in this sector in which SMEs are important suppliers

e-i-s sfpecialized equipment and machinery).
indicati: aus;:oreim trade is concerned, the available evidence
and pacs the t '1t‘llllere is a high degree of concentration of exports
harts 11; Ofti'l tg 300 largest exporters accounted for three-
B orters ¢ € total value of exports, whereas the 200 largest
i 11)980 IS accounted for 70 per cent of the total value of imports
o pas0 > Nevertheless, it is worth pointing out that in a sample
s manufacturing enterprises it was possible to find 3
o exporters and 2 955 importers in 1980 ¥, It means that,
though large enterprises, both TNCs and local enterprises,
account for the bulk of Brazilian foreign trade, there is a
significative number of small and medium-size enterprises
which have had an impact on exports and imports.

In this regard, it is worth noting two aspects. Firstly, Brazil's
pattem of comparative advantage is to a large extent associated
withlabour-intensive and natural-resources-intensive products
®, Half of the Brazilian exports are manufactured products
whereas the otherhalf is composed offood products, agricmmrai
raw materials, ores and metals. The pattern of Comparatjy.

advantage cannot in general be related to technology-lntensive
industries and human-capital-intensive industries, wh, c
~ production in Brazil tend to be controlled by la.rg;: TNose

Secondly, as regards manufactured products, the industnef ::;
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which Brazil has comparative advantage and, therefore, high
positive export/import ratios, are those in which there is a
predominance of small and medium-size manufacturing
enterprises ©.

B. Small and medium-size transnational corporations in
Brazil

The role and the impact of small and medium-size TNCs in
Brazil has practically received no attention in the literature in
this area. This neglect has occurred despite the extensive
discussion on the activites of SMEs in the Brazilian economy in
the last two or three decades ™.

Asregards small and medium-size TNCs, evidence is scattered
and empirical analysisis only supported by fragmentary empirical
information. The evidence to be presented in this section should
be viewed with caution and the results must be interpreted with
great care. '

What strikes one at once about small and medium-size TNCs
in Brazil is that there seems to exist a relatively large number
of affiliates. Table 3 presents the number of enterprises according
to the register of the corporate income tax in 1977, This table
shows that there are 5 046 enterprises in which a non-resident
had a participation in the capital. These enterprises were
classified in three diferent size classes according to their
capital. The set of the largest enterprises (capital higher than
Cr$ 1 million, that is, US$ 55 thousand} accounted for 3.1
percent of the total number of enterprises in the general register
of the corporate income tax system, whereas the group of the
largest foreign enterprises (2 479) represented 49.1 percent of
the total number of foreign enterprises (see Table 4). Given that
the upper limit for the capital of the group of the largest
enterprises is relatively low, it may be said that there are atleast
2 567 enterprises (i.e., 1 018 plus 1 549), in which
resident has a participation in the capital, which a non-

. . ) can be
considered as small or medium-size foreign enterpri
to the classification presented above, prise. according
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W?th Tespect to the distribution of foreign enterprises in
Brazil, according to their size, the evidence found in Table 5
c_ioes not lend support to the general view presented in the
literature that small and medium-size TNCs are more likely to
accept a lower share of capital in their foreign affiliates than
large TNCs do. InTable 5 one can note that 30.6 per cent of firms
in the set of the smallest foreign affiliates have a 100 per cent
ownership of capital. This share of foreign capital is lower for the

largest affiliates. Besides, the share of a local partner in capital

is higher than the share of the forei :
of affiliates in the set lest TNGS, whereas 1 the set

e of the smallest TNCs. whereas in the set
Cente argest TNCs the corresponding coefficient is 32.2 per

More?ver' the evidence available shows that there were 4 656
non-residents (firms and individuals) with investments in Brazil
WAHCLT were registered at the Central Bank until 1986 . These
non-residents had investments in 7 110 enterprises in Brazil.
In this set o'f affiliates and Subsidiaries there was a group of 1
207 enterprises which received foreign direct investments of at
least US$ 3 million, and that accounted for 93.2% of the total
stock offoreign direct investment reg; =
of Brazil ®. This group of 1 2
foreigndirectinves%melﬁo[ uss gg ];Elgiid‘jﬁg?s had a stock. of
set of 5 903 firms (7110 less 1207) had' irwe:taslhe rermaning
billion "?. That is, the average stock of foreign dimer}t_s of US$ 2
of the subsidiaries of the largest TNCg S [}g%tmvestment
whereas the average foreign direct investment of t125 o
firms was about US$ 340 thousand, St te smallesr

It does not mean that, all the “smal” enterprises, in which
there is foreign participation, and that are registered in tl(;e
Finance Ministry (corporate tax system) or in the Central Bank
can be considered as affiliates of small and medium-size TNC '
according to the definition of small and medium-size TN o
presented at the beginning of this paper. It may even p Cs
that in the set of the smallest firms there are 's,ubsidia;lippen
large TNCs, whereas in the set of the largest foreign fi ©s Pf
Brazil, there are affiliates of small and medium-size r’[r‘?qs "
Despite the complete lack of information and studies about ?hs

e
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specific role of small and medium-size TNCs in Brazil, the
purpose of this type of data is just to show that the high degree
ofinternationalization of the Brazilian economy and the presence
of several hundreds of small and medium-size firms with foreign
participation, suggest that the role and the impact of small and
medium-size TNCs in Brazil may be not negligible.

Although the scope for generalization is extremely limited, it
may be worth looking at a more disaggregated data related to
manufacturing. As far as manufacturing is concerned, Table 6
shows that the Brazilian manufacturing industry presents a
relatively high degree of internationalization inasmuch as TNCs
account for 32 percent of production, 24 percent of capital, 23
percent of employment and 1.9 per cent of establishments 'V,
Besides, foreign capital penetrates throughout manufacturing,
regardless of the type of industry. If one takes into account the
different types of industries, classified according to size, one
notes that TNCs tend to be relatively more important, in terms
of their share of production, capital, employment and number
of establishments, in the industries with the predominance of
both medium-size-to-large enterprises and large enterprises
(see Table 7). To illustrate, TNCs account for an average share
of 73.7 percent of production, 74.3 percent of employment,
55.1% percent of capital and 7.9 percent of establishments of
industries with the predominance of large-size enterprises. By
contrast, in industries with the predominance of small
enterprises, TNCs represent 29.3 percent of production, 26.0
percent of employment, 13.5 percent of capital and 1.4 percent
of the number of establishments “2. By and large, the degree of
predominance of TNCs in manufacturing tends to increase with
the predominance of larger enterprises in industry.

Moreover, looking at Llje distribution of TNCs in Brazilian
manufacturing according to the predominant
it can be noted that TNCs have more than 1 2
in the set of industries with the predominanc

size of enterprises,
00 establishments
¢ of both small and
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two-thirds of establishments and four-fifths of capital and
investment. In this connection it s worth mentioning the
ctqncentrauonofTNCslnthemdustrlesmththe predominance
ofmedium-size-to-large enterprises (approximately 60 percent
of establishments, capital and foreign investment).

Although data here are so highly aggregated that, in
g?:'lleral, results are of limited value, there is a basic point
which is worth mentiomng. Even though TNCs tend to
f)redominate inindustries in which the size of the enterprises

$ important, TNCs are also present in industries with the
t}-)redomlnance of small and medium-size enterprises. Indeed,
oréign capital - small, medium and large-size TNCs -
ﬁfrmeates Brazilian manufacturing, By implication, it seems
at the role and the impact of small and medium-size TNCs
in Brazilian manufacturing is not negligible.

As a matter of fact, a basic motivation of small and
medium-size TNCs to invest in Brazi] is the “drag effect” of
large TNCs. In this regard, small and medium-size TNCs are
inter alia suppliers of parts, components and specialized
. machinery used by large TNCs, whereas the latter tend to

dominate and be concentrated in industries with the
predominance of large enterprises in Brazil

On account of the above information, it can be pointed out
that small and medium-size TNCs cannot be corl: Oiclll dm'1
alternative channels to large TNCs for the expan:io:ref tﬁs
Brazillan manufacturing sector as whole. From the stando t
of small and medium-size TNCs, Brazj resents Fre
important locational-specific advantangeg Fi:}st t.ll:ree
supposed to have a favourable market potential Second lii
has a significative network of subsidiaries and :c.aﬁlliates' of
large TNCs. Third, the Brazilian market is interesting to the
extent that it allows TNCs capitalizing upon technological
advantages.

As specifically concerns technology transfer th
fragmentary empirical evidence seems to lend support 'to the
view that small and medium-size TNCs have g relati 1e
favourable performance in Brazil 19, Despite the um}'tié'
scope of the available studies, it is worth pointing out some

of their main conclusions. First, small and medium-size TNCs
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are, in general, more inclined to use new forms of investment,
rather than equity holdings. Second, as regards technology
transfer, “there is a better evaluation of licensing SMEs than
investing SMEs” 4. Third, it does not seem that foreign SMEs
have a systematic process of introducing innovations in Brazil.
Fourth, local technological capacity has been created owing to
agreemenis and joint-ventures with small and medium-size
TNCs. In the diversification of Brazilian firms, it has been
important to have licensing agreements with small and medium-
size enterprises. Lastly, there seems to exist some efforts
towards the adaptation of technology to the local needs and
conditions 9,

As far as balance-of-paymenis is concerned, the very limited
evidence available suggests that the impact of TNCs on exports
does not seem to be very significative '®. By contrast, large
TNCS have been able to upgrade Brazil's patterns of comparative
advantage and have contributed to a positive trade balance
since the late 1970’s U7,

To conclude this section, it is worth pointing out that large
TNCs have a strong presence in Brazil, mostly in manfacturing.
In this regard, they account for about one-third of total
manufacturing production and they tend to control most of the
technology-intensive industries. Moreover, large TNCs are very
concentrated in industries with the predominance of medium-
size-to-large enterprises and large-size enterprises. It means
that it is difficult to see small and medium-zise TNCs playing
role as an alternative channel to large TNCs, Nevertheless, the
latter can give a positive contribution to the Brazilian economy,
mostly, as a source of technology through subsidiari

Y es and,
more important still, through joint-ventures ang licensing
agreements.

- n
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1. Government Policies, Measures and Programmes

A. A Brief Historical Record

The Braziltan government has a long tradition of supportin
small and medium-size enterprises. Si%lce the early lggﬂs thg
main government financial institutions had created special
facilities for promoting long-term investment by SMEs. Besides,
ﬁe Brazilian Center for Managerial Assistance to Small and

edium- Size Enterprises (Centro Brasileiro de Assisténcia
Gerencial & Pequena e Média Empresa - CEBRAE) was founded
in 1972 to give asssistance and managerial training to SMEs.
Although CEBRAE was legally a private non-profitable
organization, its resources came from government funds.

The National Development Bank (Banco Nacional de

Desenvolvimento Econdmico e Social- BNDES) had its first

financial facility especlally created for

SMES in 1965, the
FIPEME programme (Programa de Finan : :
Média Empresa). During the 1970 N 0 & Peduena e

S and early 1980s this
programme was complemented (and, evmtua]lylj‘r reglaced) by

. the resources of FIPEME

gre itl;:;emal funds of BNDES, but there were ggr?tﬁbutions

m the Inter- American Development Bank (USA) and the
Kreﬁi,t:;it:n ﬁt.:-tWiederaufbau (Kfw - Germany) e
T, state-owned a

Econdmica Federal, have ?;?lks ong exporirocil and Catra

the financing of working l?port SMEs, mostly oriented to
several occasions create

private bank’s loans at preferentially low rates of interest.

Nevertheless, the analysis of the government suppo
SMEs between the mid-1960s and thns:g early 1980s sh%%f u{:‘{
the Brazilian experience was not very different from those foy
in other developing countries. That is, although there w, nd
non- negligible set of programmes, mostly related to ﬁnana;aaj
support, these programmes tended to affect only a very sma]

proportion of SMEs. Besides, the resources were alwayg
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considered insufficient for the needs of SMEs as a whole, as well
as it had the implicit bias of favoring the group of the largest
SMEs U9,

As far as the CEBRAE system is concerned, the available
critical analysis suggests that the training activities were, in
geral, rather inappropriate. The impact was even less
significative, given that government support was moving towards
the very small enterprises (micro enterprises) and involved
modern techniques of management, which were not necessarily
appropriate 29,

Since the early 1980s the economic crisis has adversely
affected not only the financial facilities for short and long- term
loans, but also the technical assistance and training activities
sponsored mostly by government through CEBRAE. As regards
the financial facilities of the private banks, the consensus is
that the Central Bank instructions were, in practice, hardly
followed. It means that in the last few years, SMEs have suffered
from the high real interest rates and the conditionalities imposed
by the banks (minimum average balance, compulsory purchase
of services, etc). That is, the macroeconomic instability affected

in a very significative way the performance and conduct of SMEs
in Brazil in the last decade.

B. Present Policies and Programmes

The Brazilian Constitution of 1988 provides, in its Article No.
179, a special treatment for micro and small enterprises in
terms of taxes, social security obligations, credit facilities and
administrative requirements. It refers to a differential and most
favored treatment at the federal, state and county level.

As most articles of the 1988 Constitution, Article n® 179 has
not been regulated yet. Nevertheless, the Brazilian government
took an initiative to strengthen SMEs very recently. First of all
it improved the situation of SMEs regarding the payment of
federal taxes (income taxes, value added tax, taxes onlgﬁan igl
operations, and the special social funds PIS, PASEP acnd
FINSOCIAL). As amatter of fact, Law No. 8218 (30 August 1991)
reduced the time for payment of ugus

taxes by medium and e
firms, whereas the time for payment by {he micro and s}:agﬂ
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firms was increased.

It is worth pointing out that according to this law (Article 24)
the enterprises are considered as micro and small-size
enterprises as long as their annual gross revenue are lower than
Cr$ 30 million (approximately, US$ 75 thousand) and Cr$ 200
million (US$ 500 thousand), respectively.

At this juncture, it is also worth mentioning that these limits
will affect manufacturing enterprises, in general, with less than
10 workers (gross revenue of US$ 75 thousand) and with less
than 50 workers (gross revenue below US$ 500 thousand). The
same happens with respect to establishments in the services
sector (excluding trade). With respect to both retail and wholesale
trade the limits are much lower, probably in the range of 1-5
workers @Y,

There are also mechanisms whereby micro and small
enterprises benefit from special treatment in terms of the level
of taxes (social security and special social funds) and they
benefit from simplified administrative procedures related to the
labour legislation #2.

As far as financial facilities are concerned, despite the
general financial crisis in Brazil, there are still a few lines of
official credit which are specifically oriented to SMEs. In this
connection, it may be noted that the phenomenon which
occurred in the past is still predominant, that is, only avery tin
fraction of SMEs benefit from this financial facilities given thy
bureaucratic procedures and requirements. The financi aﬁ
facilities especially available for SMEs are presented in T Cl;

10. Moreover, the available information clearly reveals th able
credit lines which give special treatment for SMEs arattl}e
provided by those government financia] institutions Wh;E {:’t}u
the last three decades have been engaged in SHEDGT c ué
promoting investments by SMES, namely, BNDES, Ban%;lgo
Brasil and Caixa Econdmica Federal.

With respect to the information in Table 10,
emphasing two aspects. First of all, it can be said tha
to the financial facilities available in the late 1970s and ear]

1980s, nowadays there are less special programmes for SI&E‘,

in the above institutions than in the past. Secondly, half of thS
facilities available are specifically oriented to national Cl’]terpr-jSeSe
This last aspect is related to the financing of working Capitaj
(Banco do Brasil and Caixa Economica Federal) and tq the

it is worth
tinrelation
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software support programme of FINEP (a governmental agency
dealing with the financing of research and development
activities).

Besides the official financial support, there is a relatively
large system of promoting micro enterprises and SMEs in
Brazil. As mentioned CEBRAE was founded in 1972 and it had
agencies in all states in Brazil. In 1990 CEBRAE was replaced
by the Brazilian Agency for Supporting the Micro and Small
Enterprises (Servigo de Apoio as Micro e Pequenas Empresas -
SEBRAE). It was created by Law No. 8029 (12 April 1990) and
the Decree No. 99 570 (9 October 1990). This agency is, in fact,
are-organization of CEBRAE. Nevertheless, there is an important
difference with respect to the funding of SEBRAE, whose
resources now come from a specific tax paid on the the basis of
total wages and salaries paid by the enterprises. Forits firstyear
of operation (1991) the estimated revenue of SEBRAE is US$ 50
million.

By mid-1991 SEBRAE was engaged in approximately 500
different projects, with a total cost of US$ 20 million. The main
projects are related to managerial assistance and training (30%
of resources), a programme for increasing productivity (27% of
resources), research and development acitivities (23%) and the
diffusion of information (20%). In these different programmes
and activities, the targets are the following ©@9:

- Management programme: human resources development
affecting 42 thousand enterprises, 75 thousand individuals
and 4 thousand training programmes;

- Competitivity programme: 34 thousand enterprises;

- Technological research and development: 12 thousand
enterprises; and,

- Diffusion of information: 180 expositions and the installation
gﬁw :ié)so posts for special assistance to micro enterprises and

Regardless of the possible impac ) N
given that the resources availablepar; r?étz?;ﬁ?f Sﬂacgj‘;mes,
the standards of a huge country like Brazj) it antly high by
has occurred a revitalization of the instituti o T b
for supporting and utional mechanisms

pPromoting mij g
Brazil thorough the new SEBgR?El;CI‘O and small enterprises in
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C. Government Policies and SMEs

The basic policies of the Brazilian go :
foreign direct investment have not changge‘(;egijgrgﬁ'irga;ilgar?mg
the_ mid-1960s. By and large, government has had a%I‘IS) ot
policy towards foreign capital in general, and forej 4 eral
investment in particular. The current trend seem gIt] irect
further liberalization of the legislation on forei il % B

A few months after the coup d'état in lgég: C;pltal.
government approved Law n® 4 390 (29 Augy st’lgé military
amended Law No. 4 131 (3 September 1962) B4). which
instruments were regulated by the Executive Act e oth legal
February 1965) anc they still remain in fOrcn 55762 (17
principle of this legislation is that foreign ca €. The basic
identical treatment to that given to local capital Flgltail receiycs
which enters into the country, either as direct m:,e £n capital
loans, must be registered at the Central Bank ;St.ment or
profits have to be registered, given that the tax r tt?lnvested
remittance of funds abroad depend on the rau;‘?l ©s on the
remittances to the volume of capital registered in 10 of profit
Bank in the last three years. the Central

Profit remittances are free and the legis]ati .
tax rates on such remittances. The &gﬁot;g&%ttabhshes the
cent, provided that the enterprise remits yearl § lax is 25 per
per cent of the average registered capital (ig profits upto 12
reinvestments) in the last three years, |f the Vefsitmems plus
exceeds this limit, the firm must pay g Pl‘Ogrespr-o t Temittance
tax. It is worth mentioning, however, that g SIVe withholding
and yearly 1980s, the average ratio of prol;‘lrglg the seventjes
remitted abroad to the average capital register dand dividends
Bank was 5 per cent. In the last few years, hoire? the (_Jentral
has shown an upward trend. Thus, it can be said ther., .thls ratio
the ceilings imposed by the Brazilian legislation h:l in generg)
amajor constraint and that, by and large, foreign ﬁr:ae not beep,
paid _supplementary taxes on profit remittanceg (24 s haye not
the situation seems to be changing insofar as the det However,
of the economic and political crisis in the recent a ‘Enoratjon
a perverse impact on the flow of foreign direct iny e’; tS has hagq
result, there has been an increasing pressure ment, Ag 5

for Cha_nging the
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basic legislation towards more favourable conditions for foreign
enterprises, including the taxation of profit remittances %,
The basic regulation on foreign capital also regulates the
payments for technology. These payments are limited to a
maximum of 5 per cent of the gross revenues from the product
manufactured or sold. In addition, it prohibits the payment of
royalties regarding the use of patents and trademarks between
a majority- owned foreign affiliate, subsidiary or branch, and
the parent company. Technology transfer is regulated by the
Industrial Property Code (Law n® 5 772, 21 December 1971),
and all contracts on technology transfer must be approved by
the National Institute of Industrial Property (Instituto Nacional
da Propriedade Industrial - INPI), according to specific rules
found in its Normative Act No. 15 (11 September 1975). At
present, there are negotiations on a new code on intellectual
property, which was submitted by the government to the
Congress by the early 1991. The negotiations have envolved
pressures from different political groups in Brazil and from
abroad and, by the end of 1991, Congress has not yet approved
the government proposal. The government proposal implies a
greater deregulation and liberalization of transactions related
to technology on the one hand; and lower degree of manoeuvre
for domestic firms regarding technology transfer, on the other.
Besides the above general procedures related to taxation on
profit remittances and technology transfer, the basic legislation
defines some few restrictions on the movement of risk capital.
Worth noting is Article No. 28 which states that in a critical
situation of the balance of payments the maximum limit of
profits remittances would be 10 per cent of registered capital *°.
There are some restrictions related to the access of majority-
owned foreign subsidiaries to long-teim loans granted by
government financial institutions (Article No. 39). In this
regard, it is worth saying that the new Programme on Industrial
Competitiveness recommends that this discriminatory
ti:'leg;tment regarding_long—term official loans should disappear
5 e case of financing fixed capital. BNDES, the government
evelopment bank, has already started financing foreign
Companies, as well as joint-ventures with large local groups.
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There are e'also some partial limitations in banking, insurance,
domestic aj_rlmes_, coastalshipping and fishing. Mining activities
and hydroelectric energy require special authorization from
govemment. In the 1988 Constitution the access of foreigners
to mining has been further restricted (Article n? 178). The oil
industry (extraction, refining, etc.) is also a monopoly of the
fedeljal. government, whereas the ownership of communication
media is restricted to Brazilian citizens. Of foremost importance
is the fact thgt the Brazilian government has had a liberal policy
towards foreign enterprises since the mid-1950s, Besides, the
present government has conducted efforts to facih’tate' the
Involvement of foreign enterprises in Brazil, for instance, the
changc.?s in the administrative procedures of the Central Bank
regarding the control of profit remittances. The general policy of
greater openness of the Brazilian economy, which has already
started in commercial area, is probably going to be extended to
technology and foreign direct investment in the future ©7
Nevertheless, the high degree of uncertainty and instabilit f
the economic and political processes in Brazil indicate t}}rlo
forecasts should be interpreted with great care. at

As far as small and medium-size TNCs are co
not possible to find the presence of any bias in
experience. There are no efforts conducte
facilitate specifically the involvement by smgﬂba};](gjovemment to
TNCs in Brazil. In this regard, it is worthile em EiﬁC!lgm—size
issues. First of all, Brazil does not have 3 g; m? asizing two
policies, measures and programrmes suppomng icative set of
SMEs from abroad. As a matter of fact, the B SRI0 promioting
is predominantly controlled by large ecénomicrazman ooy
and international alike. To the extent this ja ne - > Mational

policies have been biased towards mdustﬁeSS;r'lgovemme?t
which large economic groups have an important b liescgt;i(r; in
or

interest. When all is said and done, one h

. ' as
impression that the past and present experiences o?lr: ays the
pol_lmes and programmes have really paid lip-service teasures,
This phenomenon has a clear impact on the presene oo ES:

neerned, it jg
the Brazilian

and medium-size TNCs in Brazil. Ce of smay
With the benefit of hindsight, it can be said th -
to emphasize an interest in large TNCs to the s at policies tend
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they give support to large domestic economic groups. To
illustrate this phenomenon it is worth reviewing the data at
Table 6 to 9, which show the relative importance of large TNCs
in the Brazilian manufacturing industry. Although the data are
presented in a rather aggregated way, it reveals that the share
of large TNCs in manufacturing production tend to be higher in
the case of industries in which predominate large-size
establishments, namely, transport equipment, tobacco and
rubber. The relative importance of large TNCs is also found in
industries in which predominate medium-size-to-large
establishments, such as, electrical equipment and chemicals.
Moreover, TNCs tend to concentrate theiroperationsinindustries
with the predominance of both medium-size-to-large
establishments and large-size establishments.

A second important aspect is that there have no been
changes of attitudes, strategies and policies of the present
Brazilian government. Indeed, the government keeps on having
a strategy of greater concentration and centralization of capital
and, therefore, a “revealed preference” for large economic
groups 28, It does not mean a discriminatory treatment vis-a-
vis SMEs, including the foreign ones, but a more favourable
conditions for large economic groups. That is, the traditional
large groups- oriented strategies have been strengthened further
by the present government. Hence, in the context of a greater
openness of the economy, it implies that government is looking
more and more towards large TNCs as its highest priority and
akey instrument for the modernization of the Brazilian economy.

’!‘o conclude, it is worth mentioning that one of SEBRAE's
main objectives is to facilitate the involvement by small and
medium-size TNCs in Brazil through the promotion of joint
ventures. In view of the fairly wide range of SEBRAE'’s
Programmes and its relatively modest resources, and under the
Present circumstances, it seems that the promotion of foreign
direct investment by small and medium-size TNCs in Brazil is
a very difficult task with uncertain results. This conclusion is
further borne out by the fact that there is an increasing
deterioration of the climate for investment in the Brazilian
€conomy and its gloomy perspectives owing to the interaction
of political, social and economic factors. Moreover, to the extent
that small and medium-size TNCs are perhaps more vulnerable
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to the growipg uncertainties of the Brazilian environment, it is
hardly possible to escape from an unfavourable view about the

prospects for foreign direct investment by SMEs in Brazil in the
near future.

IV. Policy Options

Tl}e process of economic growth and capital accumulation in
Brazil has been to a large extent determined by the dynamic role
played by large TNCs and large private business groups, as well
f.state-onwed enterprises. The main reason for this phenomenon
is the very high degree of concentration of wealth, income and
power in the country and, therefore, a process of legitimation of
thff State which brings about strategies, policies and measures
onepted to the further concentration and centralization of
capital.

Moreover, there is a general pattern which can be described

as an internal division of labour j
predominance of large TNCs, lar in terms of the sectoral

concentrated in the iron and flat steel indyusgr
. o stri i i
a process of being privatized by the Present goveii&tgghair‘i :ﬁ

asin the chemical industry (mostly petr :
and large, these investments follozvl;d tﬁgl;,irrgltigp;?‘?};ﬁ;sl -tlgy
empty spaces” left by the private (local or foreign) Se%tof
Moreover, state-owned enterprises, which tend to be very la_rgé
by Brazilian standards, in general, do not to compete with
gllﬁ‘;rate manufacturing enterprises, domestic and transnationg]
(3

Foreign direct investors do not seem to control an importan
fraction of the Brazilian economy, inasmuch as the avaj]aagil
estimates suggest that they account for approximately 11 <
cent of the capital stock of the whole economy (see Table 1 1]11)251r
However, this result is quite misleading because TNCs pon M
large extent oriented towards the manufacturing sector, whicﬁ
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receives more than three-quarters of the total foreign direct
investment in Brazil. TNCs control approximately 25 per cent of
capital, 32 per cent of total value of production and 23 per cent
of total employment of Brazilian manufacturing ©9, Moreover,

there is a certain degree of investment concentration in some

few industries, mostly in the more technology-intensive

industries. Thus, more than half of the sales by TNCs are in

industries such as electrical equipment, transport equipment,

pharmaceutical products, and chemicals, which are, in general,

associated with large-size establishments and firms.

Large national private groups tend in general to concentrate
their investments in finance, heavy construction, agriculture,
mining and in the more traditional manufacturing industries.
At the risk of oversimplification, it can be said that although
there has been an improvement of the domestic technological
capability, large local groups tend to orient their manufacturing
investments to the natural resources-intensive and labour-
intensive industries. Most of the more technology-intensive
actvities in manufacturing industries are carried out by TNCs.
Given the above situation, what are the policy alternatives
aiming at the improvement of the organizational-entrepreneurial
structure in Brazil ? How to strengthen the legal and institutional
framework so as improve the contributions of small, medium
and large-size enterprises, domestic and foreign alike, to
development ?

__The present policy debate in Brazil seems to involve three
different perspectives or strategies ©®. The first one propose a
further concentration and centralization of capital in Brazil. By
and large, the advocates of this strategy tend to put forward
the1F proposals on the basis of the experience of South Korea.
Their rationale is that government should create mechanisms
oriented to the promotion of large-size domestic groups. The
Strenghtening of national groups, then, would allow these
groups to carry out research and development activities, increase
Productivity and competitiveness. As a result of economies of
scale and scope, large domestic groups would be the engine of
4 Modernization process in Brazil.

€ second group of analysts points out that there is already
avery high degree of concentration and centralization of capital
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;2(?;;2];1' ;I‘hey laf gue that most of the problems of the Brazilian
labour rgl eﬁg., sk of competitiveness, low wages, poor capital-
thentk T a OI;,S' and excessive economic power) have to alarge
dominate?jeg ll’ought about by a permissive environment
s Inise ’I‘N}é arge domestic groups, state-owned enterprises
it t%onal 1Fs. Hence, it is necessary to change the legal and
trust policies o ggldework towards a more effective role for anti-
€conomic power, regulations, as well as greater control of
Lastl i
strategies fxlntshsn-‘d Sroup of analysts argue that the previous
on the one hlmportant aspects of the Brazilian economy. If
organizational i?lrrllgirat.il:)enste(i‘hiomgical progress and the
» of the re
Synergetic forces associated with largngé;ll;?i; ltllglg Ztﬁg‘uﬁ‘ﬁ

savery hig1:1 degree of concentration

organization, technology, and
should not be promoted th:ougol?l;rfjacmrs of production,
capital owing to the abnorm all gher centralization of

costs in the present Brazilian cgniumgcht SEORIGTIE B petttienl

Accordin, i
g to this last view, there is a need for a modification

The first one involves the er
) eation of tru
promote organizational and entreprenigljrialm ents whjch

associated with higher stages of productivitythroughséguctures
ONomieg
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of scale, without further concentration of capital. A particularly
important issue relates to need to create financial mechanisms
oriented to the financing of long-term investment associated
with the “democratization” of capital. It means that sources of
long- term financing provided by government would include
conditionality in terms of the reduction of power of the largest
shareholders. The basic objective is to remove or dilute control
by the existing shareholders of the large economic groups,
whenever these groups use as source of capital the long-term
loans provided by government financial institutions.

The second issue deals with the role of small and medium-
size enterprises, domestic and foreign alike. It would be
completely misleading to describe this approach as something
like “small is beautiful”. There is no doubt that some of the
structural problems of the Brazilian economy (e.g., lack of
competitiveness, permanent inflationary pressures, and -
widespread use of restrictive business practices) are largely due
to the predominance of large groups and enterprises. As a
consequence, and apart from political and social benefits,
SMEs can play a much more important role in Brazil.

As specifically concerns small and medium-size TNCs, the
characteristics of the Brazilian economy discussed in the
previous sections imply a few important points. First, given the
concentration of large TNCs in the more technology-intensive
industries, it seems that small and medium-size TNCs and large
TNCs are not substitutional, but rather complementary in
these industries. Second, small and medium-size TNCs can
play an important role as a source of technology for domestic
enterprises, small and large alike. Given the present stage and
the uncertainties of the Brazilian economy, it seems that
licensing agreements and other forms of technology transfer,
are more appropriate mechanisms and have better chances
th%m_]oint- ventures or subsidiaries. Third, given the increasing
degree of external vulnerability and the weaker bargaining
fosmon of Brazil, it seems that government should look more

Owards small and medium-size TNCs as an alternative policy
Option, and especially as a source of technology and of skills
related to access to foreign markets. Lastly, although small and
medium-size TNCs have less capabilities of access to capital
Mmarkets, management and information, they may be more
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Tésponsive to measures and programmes for the promotion of
foreign direct investment.

To conclude, it is also worth noting that large TNCs from
mostadvanced countries have already some familiarity with the
Brazilian market. Hence, given the gloomy prospects of this
market, it may occur that their present strategies of investment
(or disinvestment) seems to be much more influenced by their
need to preserve their stocks of capital in the country, than the
future prospects of the Brazilian economy. In this regard, a
change of attitudes, policies and strategies towards small and
medium-size TNCs, as well as the implementation of the
appropriate measures and programmes, seem to be more

'l;rcbgvcardmg than the present and traditional bias towards large
S.

V. Conclusion: Technical Assistance

It is the object of this last section to present a specific set of
ideas related to a technical assistance programme which aimg
at strengthening Brazil's capacity on how to encourage flows of
foreign directinvestmentand technology fromsmall and medium.-
size TNCs to the country.

The technical assistance programme should contain activities
in three clifferencil; ?nrfeas. namely, advisory services,
programmes an ormation services 62
should be basically oriented to business assoE::iol:l;ogt{ aélll\larg:
and to the system of specialized agencies - SEBRAE (th
Brazilian Agency for Supporting the Micro and Smai Enterprlses]e
Insofar as a host country like Brazil is in g relatively stro s
bargaining position vis-a-vis small and and medium-size ‘I‘NCI.;g,

there is no much point in developing a technical programme

which aims at strengthening the capacity of the federal
government in their dealings with small foreign investorg

Besides, Brazil has government officials relatively well tra_ineci
in keytyafeasl. Nev%rm%esfsr. government officials at the state and
county level can benefit from training rogramme,

is to build specific skills. P . Whose aim

By and large, business associations which dea] s
with SMEs can be found in all states of Brazil. Their glfilnﬂiask
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is to lobby for special fiscal and credit treatment at the state and
federal level. These associations also provide information to
start-up enterprises and training to managers and
entrepreneurs. By its turn, SEBRAE is a system of specialized
agencies acting at the state level, whose aim is to promote the
development of micro and small-size enterprises. SEBRAE
carries out different tyes of programmes most of them oriented
to the development of the technological and managerial capability
of SMEs. There isno doubt thata technical assistance programme
of advisory, training and information services, related to the
promotion of flows of foreign direct investment and technology
from small and medium-size TNCs, is likely to have a significative
impact on the performance of business associations and of the
SEBRAE's system in this area. In this regard, it is worth noting
that according to the available evidence, the formation of joint-
ventures depends on adequate information, time and a good
advisory service ®9,

With respect to advisory services, the programme can be
used by business organizations and SEBRAE to obtain advice
on the national policy framework related to foreign direct
investment and technology transfer, as well as to the legal and
fiscal framework affecting SMEs. The objective is to provide
expertise to these organizations so that they can improve
further their capacity to design policies and laws at the federal,
state and countylevel. This type of advisory service is particularly
important insofar as some basic laws related to SMEs are still
in a process of being regulated by other legal instruments.
Moreover, there has been a trend of greater liberalization and
changes of the legal framework related to the operation of
foreign capital in Brazil.

The simplification of institutional mechanisms and
administrative procedures related to the establishment and the
Operation of SMEs is a particularly relevant issue. Thus, the
technical assistance programme should provide specialized
expertise whose objective would be to develop model mechanisms
and procedures, which could be used all over the country.
Business agsociations and SEBRAE would be responsable for

IObinng government authorities to adopt the new mechanisms
and procedures.
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There should also be an effort oriented to the harmonization
of laws, regulations and procedures at the state and county
level. Most states and counties in Brazil are probably not
endowed with adequate technical expertise to develop their own
mechanisms and instruments related to the promotion of flows
of foreign direct investment and technology from small and
medium- size TNCs. Besides, it is important that there should
exist no predatory competition among different states or counties,
regarding policies and incentives to attract foreign direct
investment. Thus, it is important that the technical assistance
programme deals specifically with the design of investment
policies, incentives and facilities, which can be widely used in
the country.

Moreover, the available evidence suggests that the supply of
advisory services related to the formation of Joint-ventures by
SMEs in Brazil is either insufficient or is a low quality service,
The main areas are related to market conditions and
opportunities, as well as specialized information support
mechanism for SMEs ©®9,

Training programmes should be mainly oriented to
entrepreneurs, managers and government officials at the state
and county level. Technical assistance in this arca involves
workshops, seminars and in-service training, More especifically

training activities should emphasize the national legal anci
fiscal framework related to foreign direct investment. The
emphasis of the workshops and seminars shouiq alsobelaid on
key issues such as the basic determinants and forms of
internationalization of production, and especially the joint.
venture arrangements. Besides, training activities should ajm
at the development of skills related to the negotiation with sman
and medium-size TNCs (e.g., negotiation of Joint-ventuyeg
arrangements and licensing agreements).

A particularly important activity relates to entrepreneyy
training, that is, “people with concrete ideas for s up new
enterprises are trained in achievement innova

tion, prog
definition, management and finance. They are then atssl:a:st«-u;l i(;:
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launching their new businesses, and in identifying and
establishing beneficial relationships with transnational
corporations” ©%. Support to local entrepreneurs may have a
significative impact insofar as more than half of the joint-
ventures operations seems to be an initiative of the local
entrepreneur ©9,

At this juncture, it is worth noting that SEBRAE has one of
its highest priorities the training of managers and local
entrepreneurs with an emphasis on the increase of productivity
and greater intermational competitiveness 7. Hence, a technical
assistance programme specifically related to the encouragement
of flows of direct investment and technology to Brasil by small
foreign investors can be seen as complementary to SEBRAE's
training activities.

As far as information services are concerned, there is no
doubt about the need for a much more efficient system of
supplying data and information on potential partners, market
conditions, and specific contractual relations (licensing
agreements and joint-ventures arrangements). Technical
assistance can also play an important role in the development
of information centers and management of information
resources, such as, in- house libraries and on-line databases.

Insofar as the use of international co-operation for the
promotion of foreign direct investment and joint-ventures is
very modest in Brazil ®, there should be an special effort of
technical assistance in this area. International co-operation
should be strengthened so as to allow business organizations
and SEBRAE to increase their advisory and information
capabilities.
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Empresas.

(38) Vasconcelos and Henriques, op. cit., p. 76.
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Table 1
tive importance of small and medium-size enterprises in Brazil, Japan and the
The rela United States
(SMEs as percentage of all enterprises)
Sector Manufacturing  Wholesale Retall Services
Variable trade trade
and
Country (@) (b {) {c} (d}
Number of establishments
Brazil 994 98.8 804 99.5
Japan (g} 99.6 99.3 99.6 99.8
United States a8.5 99.0 96.4 97.3
Employment
Brazil 78.7 0.6 82,6 63.6
Japan 78.7 85.7 88.0 96.5
United States 62.2 84.2 67.5 57.3
Value of sales
Brazil 68.7 844 75.3 56.9
Japan 61.9 589 794 958
United States 653.8 773 66.5 64.0

Sousces: UNCTC, “Small and medium enterprises in foreign direct investment”, IDRC/
CEDREI/UNCTC Project, 1989; and FIBGE, “Censo Industrial 1985", “Censo Comercial

1985", and “Censo de Servigos 1985", Rio de Janeiro, Fundacéio Instituto Brastleiro de
Geografla e Estatistica, 1985,

Notes: The daa refer to the following years: Brazil {1985}, Germany {1985), Japan
(1986) and the United States (1982).

(8) Defined as establishments with employment less than 500.

{(b) Defined as establishments with employment less than 100.

(c) Defined as establishments with employment less than 50.

(d) Services excluding wholesale and retall trade,

(¢) Excludes establishments with employment less than 3.
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Table 2 Table 3
The relative importance of small mt-i;] medlmnigg:es enterprises in Braz, eccording to Number of enterprises in Brazil according to the origin and size of capital: 1977
e sector:
(SMEs as percentage of all enterprises) Origin of capital
Sector
Varlable Number of Stze of capital (K) 100%  100% Llocal  Local Local Forelgn Non-
N\ iy T Vool e e -
- : : 28.8
Manufachnﬁuc minersl products gg.g 78.7 68.7 68.8 )] B © D) [B) (BeCiDeE) (G (AsF+G)
Nonm ¢ - 86.8 80.6
x:lt‘aelﬂggm rackinery gg,g 77.0 55.3 gg K < 100000 1151946 311 47 170 490 1018 7196 1160160
achin . 74.9 66.2 68.4
] .
T.f;mmmt g‘;.g 33,8 66.1 68.0 100000<K<1000000 237000 280 68 322 853 1549 212 238770
Waod - - 31.0 35.8
hire gg-g 3% g(l).g gsl).g K> 1000000 42443 386 81 798 1244 2479 24 45448
Paper 98.7 85.6 y ' :
:T:t?fr 8.7 729 ng E; Total 1431858 847 216 1290 2583 5046 7432 1444376
er 9955 87.1 ) A
Chemicals 98.6 82.8 ggg ?fg | Source: Finance Ministry, Brazil. Anuério Econémico-Fiscal 1979,
Pharm:;o;uﬂcal products gﬁ gég 02.7 939 : Note: The data refers to enterprises in the general reglster of the corporate tncome tax
Plastic products 09.4 90.3 g?% 82.7 ystem.
Textiles 97.8 187 ggp o4
Clothing and shoes 99.3 75.9 68. 4 68.0
Food products 99.7 835 83, 64,0 !
Beverages 997 911 6 812
Tobacco 92.3 50.3 88.7 87.9
Printing and publishing 208 865 328 o973
Miscellaneous 98.9 828 77.8 75.5
Retall trade 99.4 820 74 758
Wholesale trade 88.8 80,8 75.3 A
Services 995 63.6 i -
Lodging and catering 96.1 876 709 -
Repair and maintenance 99,8 948 89. - !
Personal hyglene services 908 94.8 92‘8 .
Radio, televislon, entertainment  g7.9 58,0 31‘2 - :
Other auxiliary services 9.8 371 423 ) '
Real estate agency, leasingand 99,2 81.] 80.0 .
management services ’ -
Sotirces and notes: see Table 1. T
{-) not available.
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Table 4

NmnberofmtelpﬂsesmBmzﬂamordngtoﬂ:eorlglnmdslzeofeapﬂalz 1977

{percentage)
Origin of capital
Stze of capltal (K) 100% 100% Local Local Local Forelgn Non-
{Cruzetros) Local Foreign equal higher lower firms iden- Total
to than  than  tolal  tifted
forelgn  foreign foreign [
A 1] (K] V)] [E) (B+C+D4E) (G) (A+F4G)

K < 100000 804 328 218 132 189 202 98 g3
100 000 < K < 1000000 166 296 40.7 250 331 30.7 29 165
K > 1000000 30 36 IS 618 480 4001 03 31
Total 1000 1000 1000 1000 000 1000 1000 1009

Source and note: see Table 3,
Totals may not add to 100 due to rounding,

Table 5
Foreign enterprises in Brazil according to the size of capital: 1977

(percentage)
Origin of capltal

Size o capital ) 10%  Locsl  Loal  Local  Forelgn
{Cruzetros) et lower firms

Foreign eqtl;al an than total

foreign  foreign  foreign
K < 100000 100.0
100 000 < K < 1000000 ?gf ‘5"3 ;2-3 553 1000
%;a}oooooo e 37 88 go2 1000
188 43 25.6 514 1000
Source and note: See Table 3,
may not add to lOOduetormmdmg-
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Table 6

of transnational corperations in Brazillan manufacturing according to the
The share predominant size of enterprises: (Year = 1977 ; percentage}

with the
glr::ll:r?:me:me of/ Production Employment Capltal Establishment
Small-stze enterprises
Wood 5 3 5.1 0.3
Furniture | 2 2.0 0.2
Perfumery 82 73 483 37
Small-stze-to-medium
enterprises
Nonmetalite mineral products 23 12 118 0.5
Clothing and shoes 4 2 29 0.3
Food preducts 20 1 119 0.9
Publishing and printing 1 1 3.1 0.7
Miscellanecus 17 13 244 26
Medium-size enterprises
Leather 18 14 92 2.1
Pharmaceutical products 52 46 70.2 19.1
Plastic products 29 22 10.2 2.3
Beverages 19 13 6.3 13
Medtum-size-tolarge enterprises
Metallurgy 16 19 15.1 1.8
Nonelectrical machinery 34 25 36.0 8.3
Electrical machinery ?g ?? 532 88
Paper 21, 32
gg?mm;:als T(li !lig 16.0 11.1
17.3 2.6
Large enterprises
Transport equipment 78 81 51.8 4
Rubber products 50 46 56.4 2,27’
Tobacco a3 % 05 170
AVERAGE 32 23 236 1.9
Sources: Relnatdo Gon,

» in Dos Estudios

8 ¢ Informes de la
Pp. 64-67; and Finance Minlstry, Brazl. Anvario Econémico-Fiscal 1979,
Note: The dlassification ofin

ses In

of enterpr dustries lsbased on cluster analysis taking into account the share of different
enlerprics < 100 emplyoceed g e Of Industry. according to th folloving daaifcain: amal
< medtum- >
employeca. The average refera Lo the manuracturlngm:sa:vholc.em'} oyees lange cnterp
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‘ Table 8
Table 7 '
| The distribution of transnational corporat:onl;e lanrazﬂlans:'nsanufactunng according to
The average share of transnational corporations in Brazilian manufacturing according ; the predolrgl;l?anlgsss cl)gg.u?)terpri
to the predominant size of enterprises: 1977 and 1985 (1977, *
fpercentogs) Industries with the
usircs
Establishments  Foreign direct  Capital Capltal  Forelgn direct
Production  Bmployment Number of Capital predeminanceoff Number %  Investment (13771 (1985)  investment
Industriea with the establiskments (1979 L7 R 68 (19001
predominance of\ _
Mean  Standad Mean Standard Mean Standerd Mean  Standard ' Smalsise enterprises
deviation deviatton devtatlon deviatlon Wood 66 05 04 04 04 09
” Fumniture 2 -
Small ' Pedfumery 51 25 17 17 05 ()
enterprises 293 457 260 407 14 20 135 184 Smatk-size-to-mediam enterprises
Nonmelafile mineral products 126 55 25 25 35 25
Small-size-to-medium Clothing and shoes 58 03 02 02 03 10
enterprises 13.0 929 78 58 10 09 164 195 i Food prodiicis 20 68 60 60 6.0 65
i Publishing and printing 74 02 02 0.2 04
Medium-size Miscellaneaus 230 L5 18 18 45 21
enlerprises 29.5 158 238 154 62 Bs 9227 203 1 Medterstze enterprises
Leather 4 02 02 02 0.1 -
Medtum-size-to-large mmﬁw producis 185 22 58 58 43 63
enterprises 338 266 338 265 60 39 29 120 ‘ it producis w2 s 06 08 09 )
_ Mﬂmmgesed 2 10 05 05 06 06
bum-size-tolarge enterprises
Large-size 80 7 Metallurgy 401 105 105 105 166 ns
enterprises 7387 218 743 267 80 79 551 69 Nonclstricalmachinery el o5 jos o I3
Btecrieal machinery %1 160 141 141 03 122
Average 331 290 304 297 45 54 M6 25 Paper 68 14 35 a5 13 a0
Chemicals 55 145 118 18 124 196
Sources and notes: see Table 6, The average refers to the simple arithmetic average for Textlles 188 39 56 56 14 2'1
the 21 industries, Large enterprises ) )
Transpor equipment 44 169 181 181 17
: Rubber products 49 32 44 44 48 ; é
w’ o, O N N
| 100.0
; _ 100 000 1000 000
| :zm See Table 6 and the Central Bank, Brazd, Boletim Mensal, June 199}
E slze of ;dm:"cau“" ofindustries s based on cluster analysis taking into account the share of different
; mhrpﬂsestirpm:a In ttal groes revenue of Industry, aceording to the following classification: amall
; employens emplyoees; 100 < medium-size enterprises < 500 employecs; large enterprises > 500
Totals may not aq 10 100 due to rounding
an 0.05 percent,
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Table 11

The relatlve importance of forelgn capltal in Brazll, according to the sector: 1977 and 1985

Sector\ The percentage share of forelgn capital In the total capltal of the sector
1977 1985
Agriculture 5.0 1.7
Minlng 8.6 89
Manufacturing 236 95.6
Nonmetallic mineral products 11.8 11.4
Metallurgy 15.1 13.7
Nonelectrical machinery 36.9 36.2
Electrical machinery 539 402
Transport equipment 518 50.6
Woad 5.1 45
Fumiture 20 1.3
Paper 215 15.4
Rubber 56.4 62.2
Leather 92 5.3
Chemicals 16.0 15.4
Pharmaceutleal products 70.2 67.7
Perfumery 48.3 347
Plastle products 10.2 13.1
Textiles 17.3 162
Clothing and shoes 29 3.3
Food products 11.9 11.5
Beverages 6.3 4.6
Tobacco 30.5 52.6
Printing and publishing 3.1 5.0
Miscellancous 244 50.7
Construction 3.0 22
Public utilities 2.8
Services 4.7 6.9
Transportation 0.3 0.2
Communication
Lodging and catering 7.0 1.6
Repair and malntenance 135 56
Personal services 0.7 Bh
Commerclal geryices 16.1 127
Entertainmeny 1.6 42
Finance 2' 4 6.2
Whalesale trade 937 222
Retall trade ; 37
Real estate 2.1 92
Unspecified 5.4 140 15.8
bl 1.1 110

Souree: Flnance Minlg

Note: (..) Less than Oégb?:;:zlllll Anuarig Econamico-Fiscal 1979 and 1987.
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