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I. INTRODUCTION

There have been various studies of commercial policy and effective

tariff protection for Brazil (Bergsman, 1970; Bergsman and Malan, 1971; Bergsman,

1972; Tyler, 1976; Neuhaus and Lobato, 1978). All of these studies have used

tariff rates to approximate the differences between domestic and international

prices afforded by commercial policies. Widespread tariff redundancy, non-tariff

barriers, and the existence of tariff-reducing industrial policy schemes all

impose limitations on the validity and interpretation of the effective protec-

tion estimates from these studies.

In order to take the tariff reductions into account, the Neuhaus and

Lobato study employed realized tariffs, i.e., actual tariff collections divided

by imports, as a proxy for nominal protection, on which the effective protection

estimates were subsequently based. Because of the comprehensive nature of the

industrial policy fiscal incentives, the tariff reductions permitted under

different schemes, such as the CDI programs, have been extensive, as reflected

by the differences between the full legal and realized tariffs. This is

particularly the case for capital goods and intermediate products. It has
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been argued that this system, allowing tariff reductions for approved projects,
represents a kind of tariff quota mechanism (Tyler, 1980 a). Certain amounts
of a product are admitted under a privileged, low tariff arrangement, while
remaining imports are subjected to the full legal tariffs. The realized tariffs
reflect the extent to which tariff reductions or exemptions are granted, but
theyiin no way can be interpreted as representing the differences between
domestic and international prices. Using realized tariffs frequently under-
states the level of protection because of (1) the failure to consider the de

facto quota effects under the protective system, (2) the reliance on implicit

import weights to compute nominal protection and (3) the omission of non-tariff

barriers.

The economic policy reforms of December 1979 restored the tariff as

the main protective instrument for domestic industry. Except for a few programs

(e.g., SUDENE, SUDAM, NUCLEBRAS, BEFIEX) the tariff reductions have been

eliminated. The CDI, for instance, can no longer provide tariff reductions as

a part of industrial promotion schemes. The full tariff burden has been
restored for imported products. As such, beginning in December 1979 the

realized tariffs will much more closely approximate the full legal, import

weighted tariffs. With a return of emphasis to the tariffs in the protective

system, questions arise as to the prevailing level and structurc of the tariff

system. In addition to providing information on nominal tariffs computed at

the disaggregated 4 digit level, this paper presents estimates of

. , , . _— . ' .
possible effective tariff protection as existing 1in January 1980. As such this

study pfovides a pictu¥e of the existing tariff protection and incentive system

as sccéhi dfkér the Decenber 1979 cconomie policy reforms. The departures from

previous studies include a greater level of disaggregation and a different

procedure for computing nominal tariff protection. Morcover, our estimates
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are the first, to my knowledge, to be based on the complete IBGE input-output

table from the 1970 economic census.1

I1. METHODOLOGY AND ESTIMATING PROCEDURES

The procedures used to estimate effective tariff protection are the

standard and well known ones.2 Accordingly, the formula employed to estimate

the cffective rate of protection (gj) for product j is written as

. - [AGS/
1 + t. e
t. - L a',, \— ). £
h| X 1] 1 +t./71 &
1 1 o
(1) g: = ‘g e
J l + tj }\O’ . \:f" . /,
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L-ral \ T+, /,
i .
%
where 7
. ti = the nominal rate of protection for input i.
tj = the nominal rate of protection for product j.
a'..=

i3 the technical coefficient for input i used in the production of

final product j, as measured domestic price and value information.
The technical coefficients used in the estimation of the effective
tariff rates were derived from the 1970 IBGE input-output accounts (IBGE, 1979).
This makes our effective tariff exercise a precarious one because of (a) the
substantial ihdustriallgrowth and change and (b) important relative price

changes taking place between 1970 and 1980.Unfortunately,an up-dating of the

The competsit aid painstaking Neuhaus and Lobato study employed the early
version of thé 1970 IBEE matrix, which included only the industrial sector.
The same €dn be §d4id for subsequent FUNCEX research extending the Neuhaus and
Lobato werk (&:¢. Bavasini et al., 1979). The complete matrix only became
available i 1879, See 1BGE, Matriz de Relagdes Intersetoriais: Brasil 1970,
Vargsao Final (Ris da Jatieiro: IBGE, 1979).

See Balassa and Associates (1971) and Corden (1971).
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technical coefficients, reflecting structuml change and relative price changes
during recent years, 1is not yet available. Since the 1970 IBGE matrix is the
only one of its kind in existence for Brazil, any estimates of effective
protection, using Brazilian technical efficients must be basedupon it. Of the
89 sectors in the A’ matrixv73 are tradable goods sectors. A greater level of
disaggregation did not prove possiblc.3 The Corden metliod was employed to

deal with the problem of non-traded inputs by including those sectors in value

added.

Tariff rates were computed at the 4 and 5 digit levels through alternative
methods.4 Our preferred method, on which the effective tariff estimates are
nased, involved computing a simple average of the tariff rates for all items
listed in the tariff schedule (Tarifa Aduaneira do Brasil,or TAB) as of January
1980 for a particular industry or product group.5 For comparison purposes
nominal tariff rates were also estimated from the 1978 import data, which
‘aclude information on tariff payments and exemptions. These estimates
necessarily reflect import weights, This procedure, while illustrative, imparts
a downward bias in the resulting tariff estimates,because truly import
nrohibiting tariffs are not included unless the Product is imported with a
"ariff reduction., Realized tariffs were also computed from the 1978 import

information., These realized tariffs, it should be noted, reflect the tariff

The IBGE 87 x 87 A' matrix is estimated as the product of two rectangular
mnatrices; Coneeivably, through changing the order of multiplication, an A'
matrix of 160 % 160 could be estimated, This, however, proved ‘impossible because

of the nature 6f 6ne of the rectangular matrices and the necessary adjustments
o it,

Only the 4 digit level tariff information is published here in Appendix
Table 1, A table with comparable 5 digit level information can be obtained
by writing the auther,

It woild be preferrable to use consumpltion or
product level in the computation of the tariff aver
levels, but such information, as in most countries, is simply not available for

Brazil, Consequently, simple averages were chosen as superior to import weights
°T some other arbitrary welighting scheme.,

value added weights at the
ages at the 4 and 5 digit
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reductions granted under the auspices of industrial promotion, and other tariff

reducing, schemes.

ITII. RESULTS OF ESTIMATIONS

Examing first the tariff information itself, it is seen that the 1978

“ealized tariff rates are frequently quite low, averaging 17 percent for all

manufacturing products, (Appendix Table 1. Yet, for the reasons indicated above,

"his provides a wistaken notion of the levels of protection actually in force,

Por their part, the 1978 lmport-weighted full legal tariff rates averaged 72

vercent for manufacturing, considerably higher than the realized tariffs, While
tariff rates have Crept upwards between 1978 ang 1980 as a result of piccemeal
thanges administered by the CPA (Conselho de Politica Aduaneira), it is felt

chat most of the differences between our 1978 and 1980 nominal tariff estimateg
can be explained by the distorting, import weights for the 1978 information. The

anwelghted 1980 averages, computed directly from the TAB, present a different,

“ad striking, picture of tariff protection in Brazii,

From- the nominal tariff information presented in Appendix Table 1 it ig
pparent ghat current tariff rates are very high, The average nominal tariff
or manufaﬁturing, as computed from the tariff schedule, was 101 percent in
‘anuary 1980, As is evident, there are many sectors with extremely high
‘ariffs, e.g. ,over 100 percent., Among the secto;s receiving the heaviest
ominal tariff protection are glass products, electrical appliaqces, automobi les,
/eod products, furnitufe; paper products, cosmetics, textile products, apparel,
ootwear, and Varisus food prddUCts; In many instances it is evident that
2riff redundahey {ig vongiderable, Yet, with the December 1979 economic policy

etorms , drastically reducing permissable tariff exemptions, it is these
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. . . 6 . . . .
tariffs which are 1n force, Redundancy, while keeping lmports out, also glves

rise to possible abuse in the domes tic market,

While the nominal tariff estimates based upon the actual tariff schedule

are higher than the import~weighted full legal tarifg rates, the structures

of protection implied by either measure are quite similar., Table 1 Presents

rank order corrclation estimateg between the various tariff n¢asures, In all

possible combinationg presented the correlations are positive and statistically

« In the rank order

the

cstimates of cffective tarifr Protection are presented in Appendix Table 1,

along with the Computed tariff rate information, Because of redundancy the

. . . . 7
estimates should be vViewed as upper bound estimates of protection, They represent

the possible effective protection available to domestic Producers if a11 price

differences were reflected in the tariffs, Not surprisingly, the estimates are

very high, The average rate of possible effective tariff Protection for

manufacturing is 169 percent. For some individual industries the rates are

breathtakingly high, such as for automobiles, wood Products, paper products,

cosmetics, textile products, apparel, and many individual fooq product industries,

L]
As has also been witnessed in earlier studies, there appears to be g

cascading i {lig strueture of protecction, Consumption goods receive the highest

Possible effective tarifr protection (an averapge of 255 percent), followed by

intermediatg Products (131 percent). Capital goods in general, received the

—
6

In March 1980 the government announced a gerjes of t

' ariff increases
2ffecting the capital goods industries and som
7

e chemical products,

On the other hand, the omission of non-tariff barrje

r's from the estimatesg
CErVes to wundersiagg the protection alforded through

comnerceial policiey,
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ary
1980). This cascading structure effect jg also evident from the nominal tarifr

information, although not as pronounced,

Reflecting the cascading structurc of protection, it is not surprising to
find that only one manufacturing industry (tractors and road building equipment)
Possesses a negative rate of effective tariff protection. (Appendix Table 1)
Some others do, however, have low effective tariff protection, such as chemjcal
products, coal products, bulk vegetable oils, pharmaceuticals, and agricultural

machinery and equipment, In each of these cases the effective tariff is low

rather than because of the discrimination against the industry resulting from

high priced inputs.8

While the estimates presented for possible effective tariff protection are
beset with'conceptual and statistical problems, it is of interest to note that
there are striking similarities in the rank order between the nominal tariff
rates and our estimated effective tariff rates, (Table 1) The structure of
protection implied by both is quite similar, This result is highly consistent
with the empirical evidence from other countries, which also suggests that
analyses of nominal protcction may provide a reasonable approximation for an

understanding of the Structure of protection.

As noted, our cstimates do not take into consideration either non—-tariff
1
barriers or tariff redundancy. While to Some extent the existencesof these
two compliéakieils uffset each other, redundancy constitutes a major difficulty

AB 4 part of the analysis, a breakdown was undertaken dividing the possible

effective tariff rate into subsidy and tax components for the activity in
question.
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in the undertaking of any study of commercial policy in Brazil. With tariffs
established in the past for infant industry and balance of payments reasons
at very high levels, redundancy has developed in many industries as a result

of technical progress and the realization of cconomies of scale, In addition

’

one can not fully understand the development of tariff redundancy for an
industry outside of the context of the market structure and organization, A

competitive market, for instance, is more likely ceteris paribus to develop

tariff redundancy than one dominated by a small number of firms. To adequately

account for redundancy, as well as non-tariff barriers, in an examination of

protection and incentives direct comparisons are necessary between domestic
and international prices. Nevertheless, the level of nominal tariffs, with
redundancy, does indicate protection afforded from import competition to

domestic producers for their products. It may be, however, that this protection

is not fully reflected in price differences and as such consists of a partly

superfluous element.

IV, IMPLICATIONS

The purpose of this note has not been to provide a comprehensive, or cven

exploratory, study of effective protection or incentives in Brazil. To do that

would require information involving direct price comparisons, Our purpose has

been much more modest ~ to simply provide some up-to-~date information on

tariff levels, which can hopefully contribute to a debate on commercial and

1
industrial policies in Brazil.

In Appendix Table 1 it is demonstrated that the levels of nominal and

possible cffectivae tariff protection in Brazil are very high and possess a large

variance oveft industrics and products. While continuing exchange rate

i . . . .
overvaluation offscts some of the Amport protection, the net effect is that

most industries rcceive tariff protection of such a magnitude that it can only
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be considered as excessive. To be sure, many tariffs are redundant and could

be trimmed with little effect on imports. As a rule, tariff reductions would
serve to increase productive efficiency and diminish the emphasis of price
affecting incentives in favor of domestic market production, as opposed to
exports,

This latter reduction of what appears to be a heavy anti-export

- . . . 9
bias would have important export increasiug cffects,

See Tyler (1980 b) for an cexamination o

) C { the cffects of changes in the
anti-export bias on export performance.
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Baixar livros de Literatura de Cordel
Baixar livros de Literatura Infantil
Baixar livros de Matematica

Baixar livros de Medicina

Baixar livros de Medicina Veterinaria
Baixar livros de Meio Ambiente
Baixar livros de Meteorologia
Baixar Monografias e TCC

Baixar livros Multidisciplinar

Baixar livros de Musica

Baixar livros de Psicologia

Baixar livros de Quimica

Baixar livros de Saude Coletiva
Baixar livros de Servico Social
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