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Long Term Perspective on the Brazilian Manufacturing Development
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Does Manufacturing still matter?

• The issue of industrial development regained importance
in recent years.
– Due to the intense displacement of manufacturing activity to Asian

countries.

– Because of the perception in advanced countries that a strong
manufacturing  industry is key to innovation and to the generation of
income and good quality jobs, especially after the crisis.

• For Example:  Locke, R. and Wellhausen, R. L. (2014),
Pisano, G. and Shih, (2012), European Comission
Communication on Industrial Policy (2012), Veugelers,
R. (2013).
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The Brazilian Debate

Also in the Brazilian debate, the importance of the
manufacturing industry and the occurrence of a
deindustrialization process is at the center of the
discussion, but with different visions

• Correction of excessive industrialization  of the IS period

• Dutch Disease and criticism on the exchange rate level

• Criticism on the process of export specialization on commodities

• Lack of dynamism of technology-intensive sectors
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But  the current analysis do not encompass adequately
some important questions related to the transformation
that has occurred in the global economy, including :
– The reorganization of transnational corporations

– The growing influence of China in the Global Economy

And specially after the global crisis:

– The effects of the crisis in the international competition

– The pursuit of advanced countries in revitalizing their industry

and move forward their process of technological innovation
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The reorganization of multinational companies

• Formation of global value chains
• But in a very selective and hierarchical way

– Intense transfer of manufacturing activities to
developing countries, particularly to Asia

– But with a parallel process of centralization of capital
globally, with high barriers to entry in many branches
and segments where the capture of the created value
are more intense
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Participação no Total Mundial 1980 1990 2000
Mundo 100 100 100
 Países Desenvolvidos 77,2 75,5 71,8
 Países em Desenvolvimento 14,2 16,7 24,1
  Am. L. e Caribe 6,7 5,3 5,2
      Brasil 2,9 2,2 1,9
  Leste Asiático 4,1 7,2 13,9
   Leste Asiático exc. China 2,7 4,6 6,8
      China 1,5 2,7 7,1
Participação no Total dos PED 1980 1990 2000
 Países em Desenvolvimento 100,0 100,0 100,0
  Am. L. e Caribe 46,9 31,6 21,8
      Brasil 20,0 12,7 7,9
  Leste Asiático 29,2 43,3 57,7
   Leste Asiático exc. China 18,9 27,3 28,3
      China 10,2 15,9 29,3

Share of countries and regions in the total manufacturing value
added - in%

Source: Unido

Share in World
World
  Develope Countries
  Developing Countries
    Latin American
            Brazil
    East Asia
            East  Asia excluding China
             China
Share in Developing Countries
Developing Countries
    Latin American
            Brazil
    East Asia
            East  Asia excluding China
             China
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Share of Countries and Regions in the EPO Patents (%)
Origin 1980-1989 1990-1999 2000-2009
Developed Countries 99,8 98,9 94,6

USA 31,8 32,2 26,6
Japan 25,3 24,6 23,0
Germany and France 23,5 22,8 23,5
Europe – Others 18,6 18,1 19,7
OECD – Others 0,6 1,2 1,9

Developing Countries 0,1 1,0 5,2
 Asia 0,1 0,9 5,0

Coreia do Sul 0,0 0,7 3,5
China 0,0 0,0 0,8
Taiwan 0,0 0,1 0,4
Índia 0,0 0,0 0,2
Cingapura 0,0 0,0 0,1
Malásia 0,00 0,00 0,01
Hong Kong 0,02 0,02 0,01

 Other 0,1 0,1 0,2
Brasil 0,0 0,1 0,1
Rússia - 0,01 0,02
México 0,00 0,01 0,03
África do Sul 0,07 0,06 0,04

Remaining 137 0,1 0,1 0,2
Total (%) 100,0 100,0 100,0
Number of Patens 234.569 497.159 835.201
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R&D expenditure of Top Global Companies
2011

Acummulated Share in the Share in the
TOP R&D expenditure TOP 1.500 Global  R&D
50 214.884 42,0% 19,2%

100 291.276 57,0% 26,0%
250 384.150 75,2% 34,3%
500 441.296 86,3% 39,4%

1000 488.015 95,5% 43,5%
1500 511.156 100,0% 45,6%

Source: RDI Scoreboard and NSF
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Changes in the early 2000 and the impacts of
China

 Strong impact of China in the Global Economy

 From a strategy FDI dependent and export oriented, China
changed to a more autonomous model

 Growing importance of urban infrastructure investment

 Impact in the relative prices of commodities and
manufacturing prices

 More recently, a strong policy directed to Science,
Technology and Innovation
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USA import price index 1994 = 100

Source: BLS

Computer and
Components

Telecom Equip.

Metals

Oil

Food

Capital Good
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USA import price index, 1994 = 100

Source: BLS

Computers and
components

Telecom Equip.

Capital Goods
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Challenges for the Brazilian Manufacturing
Industry

• High demand for primary commodities
• Pressure for exchange rate overvaluation
• Fierce competition on global manufacturing products

markets

Change in the relative profitability in primary and
services activities X manufacturing

• The pursuit of advanced and developing countries in
revitalizing their industry and move forward their process
of technological innovation

• High barriers to entry in the core activities in the global
value chain imposed by global companies
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Brazilian Manufaturing Industry – Recent Evolution

• Lower external fragility, combined with expansion of
credit, incomes policies and improvement in the labor
market has led the industry to perform well until the crisis

• Resurgence of more active industrial policies
• But the global scenario of synchronous growth until the

crisis decreased the effects of competition for
manufactured products

• The situation changed completely after the crisis
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Industrial Production Index, 2005 = 100
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Brazil – evolution of selected indicators- index, jan;2000 = 100
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Final Remarks
• For growth with structural change will require redoubled effort to

articulate the demand expansion with reorganization of the
productive structure

• Combine domestic demand with manufacturing restructuring
requires a much more active industrial policy in this scenario of
fierce competition.

• In the last 10 years Brazil recovered several instruments of
industrial and technology policy

• Incentives, Credit and Regulation are important, but
Coordination should be the central element of industrial policy

• Devaluation is essential, but non sufficient
• It will be important to clarify counterparts of domestic and

foreign private sector in exchange for incentives and access to
drivers of demand growth.
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• Favorable prospects for various investment growth
drivers, especially in infrastructure

• Greater attention to invest in "social consumer goods" is
necessary
– Health Complex
– Sewage and sanitation
– Education
– Urban Mobility
– Housing

• Represents demand, can represent innovative industrial
production, and can free up income to foster demand for
private consumption goods



Instituto
de

Economia
IE



Instituto
de

Economia
IE

Fonte:  BNDES

BNDES consults – Manufacturing and Infrastructure
– Accumulated in 12 months, US$ millions


