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ZONA FRANCA DE MANAUS
A CONQUISTA DA MAIORIDADE

FREE ZONE OF MANAUS: THE COMING OF AGE




The govemrhent of the State of Amazonas congratulates the administration of the Manaus Free Zone —
SUFRAMA — for sponsoring publication of THE MANAUS FREE ZONE: Coming of Age,
by Professor Samuel Benchimol.

The Amazon is proud to be home to such a distinguished and well-informed author. Professor Samue!l Benchimol
displays an in-depth knowledge of the Amazon region’s problems and great wisdom in discussing their solution.
His views are, at the same time, uncomplicated and realistic and most useful to all those who,
in one way or another, are concerened with this region of paramount importance to worldwide ecological
balance.

When writing about Samuel Benchimol one is led to write about the Amazon region. Indeed,
this distinguished and prolific author is providing us with invaluable research on the region’s economic and
social problems.

SUFRAMA is therefore to be congratulated for publishing this work. Our thanks to Professor
Samuel Benchimol for once again displaying his profound knowledge and interest in the defence of the Amazon in
general and the Manaus Free Zone.

Amazonino Armando Mendes
State Governor



0 Governo do Estado do Amazonas congratula-se com a Superintendéncia da Zona Franca de Manaus
— SUFRAMA, pelo patrocinio da publicagao da obra intitulada ZONA FRANCA DE MANAUS: A Conquista da
Maioridade, escrita pelo Professor Samuel Benchimol.

A Amazonia se orgulha de possuir um filho téo ilustre e tdo conhecedor de sua realidade. Estudioso e
defensor de todos os problemas que atingem o complexo amazdnico, o Professor Samuel Benchimol, com sua
prodigiosa sabedoria, debate e apresenta solugdes, através de suas teses, de modo simples e realista, a todos
aqueles que de uma forma ou de outra se preocupam com esta drea tdo importante para o
equilibrio ecoldgico mundial.

Escrever sobre Samuel Benchimol é mesmo que escrever sobre a Amazonia — tamanha
¢ a densidade da sua produgdo académica, tao grande ¢ a sua importancia como pesquisador competente e
paciente da problemdtica econbémica e social desta regiao.

Parabéns, SUFRAMA, pela publicacdo desta obra. Obrigado, Professor Samuel Benchimol, por
mais esta demonstracao de conhecimento e interesse na defesa da Amazonia e em particular
da Zona Franca de Manaus.

Amazonino Armando Mendes
Governador



Upon completing 22 years of activities, the administration of the Manaus Free Zone — SUFRAMA — takes
great pleasure in sponsoring the publication of THE MANAUS FREE ZONE: Coming of Age, a

thesis written in 1986 by a distinguished researcher, Professor Samuel Benchimol and now updated by SUFRAMA
experts.

This publication follows the policy of institutional diffusion of the Manaus Free Zone model and provides
information for whoever is interested in the development of this important region of Brazil.

We trust that this publication is a further contribution towards documenting and disseminating
the background of economic growth originating in the Manaus Free Zone, so pertinently reported by the author,
an authority on the realities of the Amazon region.

Jadyr Carvalhédo Magalhaes
Director General



A Superintendéncia da Zona Franca de Manaus — SUFRAMA, no ano em que comemora o seu 22° aniversario,
tem a grata satisfacao de patrocinar a edicao da publicagdo ZONA FRANCA DE MANAUS: A Conquista da
Maioridade, tese desenvolvida em 1986 pelo conceituado professor Samuel Benchimol e
atualizada por técnicos deste Orgéo.

Esta publicacao vai ao encontro da politica de divulgagao institucional do modelo Zona Franca de

Manaus e servird para manter informados todos aqueles que se interessam pelo desenvolvimento desta parte
expressiva do nosso pais.

Esperamos, assim, ter contribuido mais uma vez para documentar e divulgar a histdria do crescimento
econdmico demarrado pela Zona Franca de Manaus, tao bem relatada pelo autor desta obra, um
grande conhecedor da realidade amazdnica.

Jadyr Carvalhédo Magalhaes
Superintendente



MANAUS FREE TRADE ZONE:
EVALUATION AND PROPOSALS

PROFESSOR SAMUEL BENCHIMOL
Amazon University
Manaus, Amazon, Brazil

he Manaus Free Trade Zone was created
T by Decree Law n? 288 of 28th. February

1967, by President Castelo Branco, as an
area of free import, export and special tax
incentives trade, which was established with the
purpose of creating an industrial commercial,
and farming and cattle raising centre in the
interior of Amazonia, provided with economic
conditions which would allow its development in
view of the local factors, and of the great
distance separating it from centres of
consumption of its products. The duration term
of the Manaus Free Trade Zone was at first fixed
at 30 years, and this was recently extended for a
further 10 years.m

The Manaus Free Trade Zone was founded
on the basis of a free enterprise and market
economy philosophy and tax policy, untramelled
and freed from bureaucratic inhibitions and
discouraging state restrictions; in these first
twenty years of operation it has managed to
attract a considerable number of businessmen
and entrepreneurs from all over Brazil and also
from overseas. In the industrial sector alone,
which proceeded to head the economic process,
354 medium and large size companies are
installed, manufacturing finished products, and
47 manufacturing intermediate goods and
components, which generated 76,931 direct jobs
in 1987, 71,111 of which in Manaus, and 5,820 in
the interior of Western Amazonia, as can be
observed in Table 1.2

As regards the creation of opportunities of
employment the largest sector was in electronics
with a labour force of 37,827, followed by
woodworking, with 8,172; the two-wheeled
vehicle sector (motorcycles, bicycles with
motors) and transport material, with 4,352;
textiles, with 3,941; thermoplastic products, with
3,489, watch and clock making with 3,403;
metallurgical, with 1,832; mechanical, with 1,488;
cutlery, pens and lighters, with 1366, and
others.m

Table 2 shows physical industrial
production in units, where the
electrical-electronic sector stands out with
11,373,000 units manufactured, with emphasis
on television sets, calculators, portable radios,
and recorders. The watch and clock making
sector with 7,779,000 units; 278,200 motorcycles,
motor scooters, bicycles with motors and
bicycles; 4,386,850 optical lenses; 409,300
telephones; 74,667,300 cigarette lighters;
193,327,200 pens; and 289,104,000 razors and
blades.'¥

Industrial invoicing values are shown in
Table 3, where it can be observed that in
equivalent dollars, the Free Industrial Zone
produced sales of US$ 2,682 billion in 1985; US$
4,300 billion in 1986; and US$ 2,479 billion from
January to August 1987, These figures show that
the Manaus Free Trade Zone is achieving a large
economy in foreign currency for Brazil, since, it
its production did not exist, the country would

probably be importing from abroad the major
part of what is produced there.w’_

It should also be emphasized that this
production was obtained with an importation of
less than US$ 500 million from abroad in
materials, parts and components, giving a ratio
of imports to invoicing of 1 to 8 in the industrial
sector. Clearly a large proportion of these
materials and parts were purchased, in 1986,
from Sao Paulo (67%); Pernambuco (8.7%); Rio
de Janeiro (6.2%); Rio Grande do Sul (3.5%);
Parana (2.4%); Santa Catarina (2.1%), and 9%
from other States of Brazil. On the other hand,
local participation in the manufacture of pieces,
parts and components is growing, since, from
the total of 401 projects already installed, 47
companies belonged to the sector of
intermediate goods and components. This index
indicates that the Manaus Free Trade Zone -
ZFM - has not only made great progress in
nationalizing its products, as indicated in Table 4,
but is also producing internally more of its
output, so as to obtain greater independence,
and so avoid the transfer expenses and transport
costs of materials, Substitution of importation of
these products, both from abroad and also from
the Centre-South of Brazil, should constitute one
of the strategic objectives of medium range tax
policy, so that the ZFM does not undergo
external restraints, nor becomes peripheral to
the dominant centres of the south of the
country.m’



ZONA FRANCA DE MANAUS:
AVALIACAO E PROPOSTAS

PROF. SAMUEL BENCHIMOL
Universidade do Amazonas
Manaus, Amazonas, Brasil

Zona Franca de Manaus foi criada pe-
A lo Dec-lei n? 288, de 28 de fevereiro

de 1967, do Presidente Castelo Bran-
co, como uma darea de livre comércio de im-
portacéo, exportacao e de incentivos fiscais
especials, estabelecida com a finalidade de
criar no interior da Amazdnia um centro in-
dustrial, comercial e agropecuério, dotado
de condigdes econdmicas que permitisse seu
desenvolvimento em face dos fatores locais e
da grande distdncia em que se encontram
0s centros consumidores de seus produtos.
O prazo de duragdo da Zona Franca de Ma-
naus, inicialmente, foi fixado em 30 anos e,
recentemente, prorrogado por mais 10 anos.!”

Fundada numa filosofia e politica fiscal de
hvre iniciativa de economia de mercado, desati-
vada e liberta das inibigbes burocratizantes e dos
enclausuramentos estatais desestimuladores, a
Zona Franca de Manaus conseguiu atrair, nestas
primeiras duas décadas de seu funcionamento,
um considerdvel nimero de empresarios e em-
preendedores de todo o pals e do exterior. Ape-
nas no setor industrial, que passou a liderar o
processo econdémico, estdo implantadas 354 em-
presas de médio e grande porte produzindo
bens finais e 47 fabricando bens intermediarios e
componentes, que geraram em 1987, 76.931 em-
pregos diretos, sendo 71.111 em Manaus e 5.820
no interior da Amazdnia Ocidental, conforme se
verifica no quadro 1.2

Em termos de criagdo de emprego, o
maior setor foi o do polo eletrénico com uma
mao-de-obra de 37.827, seguido do madeireiro
com B.172; do polo de duas rodas (motocicletas,
ciclomotores) e material de transporte com
4.352; téxtil com 3.941; produto termopléstico
com 3.489; relojoeiro com 3.403; metallrgico
com 1.832; mecénico com 1.488; cutelaria, escrita
e acendedores com 1.366, e outros.”®

O quadro 2 especifica, em 1986, a produ-
céo fisica industrial, em unidades, no qual se
destaca a produgéo do polo eletroeletrénico com
11.373.000 unidades fabricadas, com destaque
para a producao de aparelhos de TV, calculado-
ras, radios portateis e gravadores. No setor re-
lojoeiro com a produgdo de 7.779.000 reldgios;
278.200 motocicletas, motonetas, ciclomotores e
bicicletas; 4.386.850 lentes oftdlmicas; 409.300
telefones; 74.567.300 isqueiros; 193.327.200 ca-
netas; e 289.104.000 aparelhos e laminas de bar-
bear.'

Os valores do faturamento industrial sao
os constantes do quadro 3, pelo qual se observa
que a Zona Franca Industrial gerou um fatura-
mento, em ddélares equivalentes, de US$ 2,682
bilhGes em 1985; US$ 4,300 bilhdes em 1986; e
USS$ 2,479 bilhées, de janeiro até agosto de 1987.
Estes nimeros indicam que a Zona Franca de
Manaus esté realizando para o pals uma grande
economia de divisas, pois se essa produgao néo

fosse realizada, provavelmente estariamos im-
portando, do exterior, a maior parte daquilo que
aZFMm proouz.m

E de destacar, outrossim, que essa produ-
¢do foi obtida com uma importagédo do exterior
de insumos, partes e componentes de menos de
US$ 500 milhées, o que dd uma relagdo importa-
¢ao versus faturamento do setor industrial de 1
para 8. Claro que uma grande parcela desses in-
sumos e partes foram adquiridos, em 1986, de
Sao Paulo (67%); Pernambuco (8,7%); Rio de Ja-
neiro (6,2%); Rio Grande do Sul (3,56%); Parand
(2,4%), Santa Catarina (2,1%) e 9% de outras
unidades da federagdo. De outro lado cresce a
participagao do setor local de fabricagao de pe-
cas, partes e componentes, pois do total de 401
projetos ja implantados, 47 empresas pertenciam
ao setor de bens intermediarios e componentes.
Este indice indica que a ZFM nao apenas pro-
grediu muito em termos de nacionalizagdo dos
seus produtos, conforme indica o quadro 4, mas
também esta internalizando a produgéo, de for-
ma a ganhar mais autonomia e valor agregado,
evitando deste modo, os gastos de transferéncia
e custos de transporte de insumos. A substitui-
¢do da importagao desses componentes, tanto
de procedéncia do exterior quanto de origem
nacional de centro-sul, deve construir uma das
metas estratégicas da. politica fiscal a médio pra-
zo, de modo a que o modelo nao sofra constran-
gimentos de ordem externa, nem se torne peri-
férico dos centros dominantes do sul do pal‘s.‘Gj



The Manaus Free Industrial Zone pattern
proves the soundness of a tax policy of partial
redress and unburdening of the tax burden, in
view of its location in the middle of the Amazon
region, and also on account of geopolitical
objectives as an economic pole for encouraging
development in the interior of Brazil, and giving
logistic and instrumental support to our
diplomacy and national security along the huge
border areas of the Andes and the Guianas.

This tax policy, which was started at the
end of the 1960's, has since proved its
operational soundness, since the system of tax
unburdening works on an “As from” basis, that
is, the relief is granted if the production has been
achieved; in contrast to the SUDAM/SUDENE
patterns of financial incentives to the
capitalization of companies by means of
subscription of shares of the FINAM/FINOR
Fund, which is effected “in advance”, that is, tax
benefits are given to businessmen before and
during the installation process of their
enterprises, which has resulted in many
distortions and much waste.

During these past twenty years’ operation
of this model, due to its own particular aspects,
the ZFM has given a positive response to this tax
policy, since it has not only contributed towards
generating an enormous number of direct and
indirect jobs, but also towards:

1. substituting imports from abroad which
previously were made by the markets in the
Centre-South, which began to purchase the
goods made in the Manaus Free Trade Zone,
with ever-increasing indices of nationalization,
which exceeded 90% in the electronic and
two-wheel sectors.

2. creating a leisure and work electronic
sector (TV, radios, recorders, sound equipment,
calculators, cash registers and microcomputers),
which has revolutionized and modernized
Brazilian life-style by the introduction of the
up-to-date technology of the Japanese in joint
ventures with Brazilian companies. This sector

10



O modelo da Zona Franca Industrial de
Manaus comprova a validade de uma politica fis-
cal de parcial desagravacao e desoneragao tri-
butaria, dadas as condi¢bes adversas de sua lo-
calizagdo no mediterraneo amazénico e por mo-
tivos de ordem geopolitica, como polo econémi-
co de incentivo a interiorizacdo do desenvolvi-
mento brasileiro e de apoio logistico e instru-

" mental de nossa diplomacia e seguranca no
grande arco da fronteira cisandina e cisguiana.

Essa politica fiscal, iniciada ao final da dé-
cada dos anos 60, provou a sua validade opera-
cional, pois o sistema de desagravacao fiscal do
modelo opera ex-post ou a posteriori, isto &, a de-
soneracgao se realiza se a produgdo houver sido
realizada; ao contrario do modelo SUDAM/SU-
DENE de incentivos financeiros a capitalizacdo
das empresas, mediante subscri¢do de agées do
Fundo FINAM/FINOR, que se realiza ex-ante ou
a priori, i.e., os beneficios fiscais sdo entregues
aos empresérios antes e durante o processo de
implantacdo dos seus empreendimentos, o que
tem levado a muitas distor¢ées e desperdicios.

Nesses dltimos vinte anos de operagdo do
modelo, a ZFM, pelas suas peculiaridades pré-
prias, tem respondido positivamente a essa poli-
tica fiscal, pois nao somente contribuiu para a
geragdo de um enorme contingente de empre-
gos diretos e indiretos mas também para:

1. substituir importagdes do exterior feitas
anteriormente pelo mercado do centro-sul, que
passou a adquirir os produtos fabricados na Zo-
na Franca de Manaus, com crescentes indices de
nacionalizagdo, que nos polos eletrénicos e de
duas rodas ja foram superiores a 90%.

2. criar um setor eletrénico de lazer e tra-
balho (TV, radios, gravadores, aparelhos de som,
calculadoras, caixas registradoras e micro-com-
putadores), que revolucionou e modernizou a
vida brasileira pela introducao de tecnologia de
ponta dos japoneses em joint-ventures com em-
presas brasileiras. Este polo foi responséavel pela
exportagdo direta de US$ 1,1 milhdo, e uma ex-
portagao indireta e solidé4ria, que estimamos em

11
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was responsible for direct exports of US$ 1.1
million, and also indirect and incorporated
exports, which we estimate at about US$ 40
million, since each motor car exportes by Brazil,
(500,000 in 1987) incorporates a taperecorder or
radio produced here. It is also necessary to take
into consideration the indirect exports of other
electrical and electronic apparatus via the Sao
Paulo port and airport and those of other
Brazilian cities, as well as the export of US$ 1.6
million of telephone apparatus. z

3. introducing a sector of two wheeled
vehicles — motorcycles (90% nationalization in
the 125 cc model), motor scooters, bicycles with
motors and bicycles, which created a new
transport option for Brazilians, both for
travelling to work, as also for youth and adult
leisure, with a considerable fuel economy, in
addition to producing US$ 2.1 million in
motorcycle exports in 1987.[8}

4, establishing a watch and clock making
sector, which resulted in a large contribution due
to the reduction of the large volume of
contraband of these products, which now had a
national product with a 57% nationalization
index, and which produced 7,700,000 units in
1986.1°

5. installing a sector for producing optical
lenses, which brought a big contribution to
Brazilian ophthalmology by producing and
finishing corrective lenses for different types of
defects of sight with a production of 4,300,000
units, and US$ 1.6 million in exporls.“ )

6. producing razor blades and cartridges,
which became the second product in direct
exports to South America, with US$ 4.0 million
from January to September, 1987, and
producing 289 million units.

7. fixing a textile sector which produces
about 20,000 tons of jute cloth and sacking, used
for packing Brazilian production of coffee, cocoa,
corn and other grains, and which must have

14









































































































































































































































































































































































