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 OfF the FDI boom inn MERCOSUR

e DI outflows fromm MERCOSUR countries and the
role of “MERCOSUR TNC”



=
o
-—
<
@©
—
(2]
c
o
o
o
o
o
(Q\
g
c
2
S
o)
&+
o

e —

1971-1980 1981-1990 1991-1995 1996-2000



nare of MERCOSUR countries In glonal EDIF In;

1970-1979 1980-1989 1990-1995 1996-2000



I stock In MERCOSUR countries

The distribution of FDI stock in MERCOSUR (260)

1980 1990 2000
Argentina 22,5 19,1 26,7
Brazil 73,5 78,0 71,8
Uruguay 3,1 2,1 0,8
Paraguay 0,9 0,8 0,6

Mercosur 100,0 100,0 100,0




The growing preser
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'he origin of EDIl inflows In the 90s

o

US and Europe were the main Sources of
VIERCOSUR

There were significant FEDI Inflows from: Spain and

e MERCOSUR countries contributed with nearly 1% of
FDI inflows in Argentina and Brazil

e FDI inflows from MERCOSUR countries reached 40
per cent of total FDI In Paraguay and 20-25% In
Uruguay



50% -

25% -

0% -

Argentina (1992-2000)

Brazil (1996-1999) Paraguay (1992-1999)

M Services

Industry B Primary

Uruguay (1990-1999)



htrated In natural

resources

e “Efficiency seeking” (differentiated goods) FDI

IS relevant in some sectors (i.e. automobiles)



Inflows te MERCOSUR

Viacroeconomic stabilrty

Economic growtn

[Deralization and privatization

e Natural resources

e |[nvestment Incentives
e MERCOSUR



The role of the MERCOSUR Int the attraction ofi FDI

» In Argenti
Important Tor Ir
I'NC

e |ittle iInfluence both on FDI In services
as well as In resource intensive sectors



Share of TNC in Regional Traae

TNC among manufacturing leading firms in Mercosur: trade Growth Rate by
country, 1992-1997 ana 1997-2000

In %

Uruguay 15.8 8.9 11.1 -4.6 -3.8 4.1
Imports 1992-1997 1997-2000

TNC NAT Total TNC  NAT Total
Argentina na na na 2.3  -13.1 -4.8
Brazil 29.5 185 25.5 -2.3 0.1 -4.3

Uruguay 150 3.8 86 -72 70 04
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- Inf Regional Tra

TNC share among leading firms imports, 1992, 1997, 2000

81,91
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Share of TNC In Regional Trade

lance, 1992-1997 and 1997-
2000

1,000 USS$

Arge na na 5,55%,7!4 5,55%,745 174,080 3,512,245

Brazil 3,237,515 4,860,410 -1,035,837 1,854,897 421,567 5,288,438
Uruguay 30,633 288,781 81,024 585456 107,19 344,91



L eading Firms in Mercosur Trade Ratio, , 1997, 2000

In %
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- Inf Regional Trade

Mercosur Share in manufacturing leading firms by country, 199

In %

Imports 1992 1997 2000

TNC NAT Total TNC NAT Total TNC NAT Total
Argentina nd nd nd 275 239 266 374 37.2 37.3
Brazil 10.8 14.8 12.4 14.4 6.7 12.1 10.2 14.9 11.4

Uruguay 51.6 40.0 444 54.6 11 279 458 456 45.7



MERCOSUR and “Regional Corporations”

|
e Mercosur s share in world FDI outflows: 0,5%

(1995-2000)

o Mercosur’s share in Argentinian FDIf outflows: 109%-
20%

e Mercosur’s share in Brazilian FDI outflows: 10%
e Most FDI outflows are horizontal and market-seeking
e Global players: Techint, MarcoPolo, Gerdau, CSN

e Competitive pressures from regionalization-
globalization processes fostered outward FDI

e Internationalization strategies through FDI have
been part of the restructuring process of domestic
conglomerates
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e Impact on local efficiency and spillovers
e Impact on Regional Integration, including FTAA

e Mercosur” s TNC and Internationalization improvement



Further Research Issues

e The impact of regional crisis on:
— EDI inflows and outflows

— TNC affiliates operations and strategies

e The impact of the FDI boom on:

— Spillovers from TNC
— Market competition in MERCOSUR countries
— Employment and income distribution

— Environmental management and performance
— Infrastructure cost and availability

e The future trajectory of “MERCOSUR TNC”



