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Resumo 

A maior parte da indústria automobilística no Brasil, país que está entre os dez maiores produtores 

mundiais de automóveis desde meados da década de 1960, concentrou-se em torno da cidade de 

São Paulo. Nosso objetivo é explicar a formação e o crescimento do cluster automotivo de São 

Paulo. Ao fazê-lo, são utilizadas quatro explicações: a presença de economias externas (Marshall, 

1890; Porter, 1990); as capacidades das grandes empresas, que atuam como centros regionais 

(Chandler, 1990; Markusen, 1996; Lazonick, 2010); a adoção de políticas industriais ativas 

(Amsden, 1989, 2001; Chang, 2002); e o ambiente institucional (Bagnasco, 1977, Brusco, 1982, 

Becattini, 1990, Porter, 1998). 

 

Palavras-chave: Distritos e Clusters Industriais; Indústria Automobilística; Economias Externas; 

Grandes Empresas; Política Industrial Ativa; Instituições. 

 

 

 

 

Abstract 

The bulk of the automotive-industry in Brazil, country which is ranked in the top-ten of world 

cars producer since the mid-1960s, has been concentrated around the city of São Paulo. We aim 

to explain the formation and growth of the São Paulo auto-industry cluster. In doing so, four 

explanations are used: the presence of external economies (Marshall, 1890; Porter, 1990); the 

capabilities of large companies, which act as regional hubs (Chandler, 1990; Markusen, 1996; 

Lazonick, 2010); the adoption of active industrial policies (Amsden, 1989, 2001; Chang, 2002); 

and the institutional environment (Bagnasco, 1977; Brusco, 1982; Becattini, 1990; Porter, 1998).  

  

Keywords: Industrial Districts and Clusters; Automotive Industry; External Economies;  
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 Modern economic growth as defined by Kuznets (1966) refers to a process 

characterised by high per capita income growth rates, sustained over time and supported 

by a change in the productive structure consisting of the transfer of agricultural resources 

towards industrial activities with higher productivity. This makes it possible to establish 

a direct connection between industrial transformations and economic growth (Acemoglu, 

2009; Allen, 2011). Developing countries made deliberate efforts to industrialise by using 

the economic and technological practices of leading nations as their models (Abramovitz, 

1986). The automobile industry, one of the flagships of the Second Industrial Revolution 

(Chandler 1964; Landes, 1969), became a major driver of economic growth in late 

industrialised countries (Jenkins, 1995).  

 Recently, Andreoni and Chang (forthcoming) have made a call to replace 

production and employment at the core of development studies. The aim of this research 

is to analyse the development of the automobile industry cluster in São Paulo (Brazil) 

from its origins at the beginning of the twentieth century until its expansion phase was 

completed at mid-1970s3, when production was stabilized in the region of 900,000 

vehicles per year (chart 1). We used the definition of cluster as a geographic concentration 

of interconnected companies and associated institutions in a particular field that compete 

but also cooperate, as offered by Porter (1998, 2000). The São Paulo automobile industry 

cluster considered in this research encompasses companies and institutions located in São 

Paulo city and in the areas organised around the Anchieta motorway –which joins São 

Paulo with the Port of Santos crossing the so-called São Paulo’s ABC (the municipalities 

of Santo André, São Bernardo do Campo, and São Caetano do Sul) – and the Dutra 

motorway – which connects São Paulo with Rio de Janeiro – as far as the municipality of 

São José dos Campos (85 km from São Paulo).  

 

 

 

 

 

 

                                                           
3 Bergman (2008) has identified three phases in the cluster life-cycle: 1) existence/formative; 2) 

expansion/growth; and 3) exhaustion/maturity. The first includes what must happen before the cluster 

emerges sufficiently to be recognized as ‘existing’. The second involves the cluster expansion once a critical 

mass is achieved. Finally, the third arises when maturity and saturation difficult the viability of the cluster. 
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Figure 1 - Total vehicles produced and exported in the São Paulo cluster,  

1957–1997 

(three-year moving average) 

 

 Source: Compiled by the authors using Anfavea (2015).  

 

 

 The developmental state has been pointed to as a crucial agent of industrialisation 

in developing countries (see, among others, Johnson, 1982; Amsden, 1989, 2001; Wade, 

1990; Chang, 1993; Woo-Cummings, 1999). Chang (2002) and Reinert (2007) have 

recovered the protectionist argument for the defence of emerging industries in developing 

countries described by List (1841) –who was in turn inspired by Hamilton (1790)– to 

argue that all economies in the process of modernisation have employed industrial, trade, 

and technological policies to boost their economic development. According them, 

historical experience shows that the transition towards higher added-value activities does 

not happen naturally, but rather requires the use of a wide array of strategic policies, 

including protection to targeted industries. Their insistence on the need for developing 

countries to adopt active industrial policies is shared extensively (see, for example, 

Cimoli et al., 2009; Stiglitz and Lin, 2013; Norman and Stiglitz, 2016).  

 Nevertheless, industrial policy alone does not explain why the automobile 

industry clustered in São Paulo, a region that produced practically all of almost a million 

vehicles manufactured in Brazil in 1974. The competitive advantages associated with the 

geographic concentration of industry were first characterised in Marshall (1890/1920).  
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 These include the free spread of knowledge, which generates a pool of skilled 

workers and specialised suppliers, and a specific set of services and infrastructures. The 

Marshallian district was revisited by Italian economic geographers who pointed out that 

the competitive advantage of industrial districts of the so-called ‘Third Italy’ came from 

an institutional environment that was characterised by an abundance of small and 

medium-sized firms with a high level of flexibility, permitting cooperation between firms 

and local governments in order to share risks and stabilise markets (see, for example, 

Bagnasco, 1977; Becattini, 1979; 1990; Brusco, 1982).  

 The Italian perspective has been challenged in Markusen (1996) by presenting 

three typologies of industrial districts articulated around large companies (the hub-

andspoke district; the satellite platform; and the state-anchored district), which would 

better explain the flourishing and consolidation of regional economies in the USA, Japan, 

Korea, and Brazil. Hub-and-spoke districts, the most predominant typology, is formed by 

a few large companies that act as anchors or hubs to the regional economy. From business 

history, Chandler (1977, 1990) and, today, Lazonick (2010, 2015), have defended the 

greater efficiency of large companies, emphasising that their success lies in their potential 

to fully exploit economies of scale and scope derived from capital-intensive technologies 

in the Second Industrial Revolution. From evolutionary economics, it has been indicated 

that large firms may be the drivers of industry development in sectors with large 

economies of scale and significant expenditure on R&D (Malerba and Orsenigo, 1997; 

see Klepper, 1996 and 2002 for the automobile industry).  

 Cluster firms could also obtain part of their competitive advantage from their 

access to public or semi-public goods provided by specific institutions in the cluster, such 

as infrastructures, technical schools, universities, and research centres. This institutional 

environment used to be articulated by trade associations (Porter, 1998). From 

macroeconomic perspective, Eichengreen (2007) maintains that the remarkable growth 

of Western European economies during the Golden Age was due to the actions of a set of 

institutions (trade unions, business associations, and growth-oriented governments) that 

allowed for the long-term coordination of increases in productivity with increases in real 

wages. Conversely, Olson (1982) and, recently, Acemoglu and Robinson (2012), explains 

that diverse groupings of industrialists or workers can be motivated to form lobbies to 

defend their personal interests, often pushing for the application of protectionist policies 

that damage economic growth.  
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 Greater São Paulo is one of the few tropical or subtropical areas in the southern 

hemisphere where an advanced industrial system has developed. The origins of São 

Paulo’s industrialisation has been established at late nineteenth century, when the 

investment of capital accumulated through coffee exportation caused the first factories to 

emerge (Dean, 1968; Silva, 1976). Although the take-off of the automotive industry took 

place at mid-twentieth century, its roots go back to the beginning of the century. This 

article attempts to assess the role played by external economies, hub companies, cluster 

institutions, and active industrial policy in the formation and growth of the automotive 

industry clustered in São Paulo. The article is organised as follows: in the next three 

sections, we study the impact of these factors on the cluster’s development following a 

chronological order; in section 5, we offer a long-term view of the cluster’s evolution; 

finally, we draw some conclusions.  

  

 

The cluster’s origins, 1900s–1929 

 

Endogenous emergence of first positive externalities  

 The wealth from coffee exportation facilitated the emergence of São Paulo’s 

industry during the first three decades of the twentieth century (Dean, 1968; Silva, 1976).  

 At the same time as the wealthy coffee barons from the inland were building their 

mansions, 1.57 million immigrants (82% from abroad, mainly Europe) arrived to the city 

in search of employment in trade, construction, and in its budding industry. The number 

of industrial establishments in the overall state went from 327 in 1907 to 4,112 in 1919 

and to 9,603 in 1928, with the number of employees in industry increasing from 25,000 

to over 150,000, raising the weight of São Paulo’s industry’s share of Brazil’s total from 

16 per cent to 37 per cent (Negri, 1996, pp. 36–7).  

 If in 1901 there were five cars registered, five years later there were 84 (Forest, 

2002, p. 42). The chauffeurs that usually accompanied the imported vehicle introduced 

the first knowledge of mechanics to the region. They were responsible for repairing the 

vehicles and they taught the profession to their first Brazilian colleagues (Wolfe, 2010, 

pp. 21–2). The origins of the São Paulo cluster, however, lie in the small repairs and car 

parts manufacturing workshops that began to emerge during the 1920s to serve the 

automotive aftermarket. During those years, the number of cars registered in São Paulo 

state experienced constant growth, reaching 70,000 vehicles in 1929 (Malcolm, 2002: 
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31). In 1928, there were 317 establishments dedicated to the manufacture of transport 

material, which together employed almost 5,000 people (Negri, 1996: 36–37).  

  

 

The establishment of first MNCs subsidiaries  

  

 It was under this expansion that Ford, GM, and International Harvester opened 

their first assembly lines for CKD kits. Ford rented a large skating rink in the Praça da 

República, right in the city centre, which became its first assembly line in January 1920.  

 A few months later, the company decided to build a three-story plant (which 

accounted for a hundred employees) in the Bom Retiro neighbourhood, where it remained 

for several years. In 1925, Ford’s production reached 14,861 units, while sales reached 

24,500 cars (Wilkins and Hill, 2011, p. 146; Gonçalves, 1989, p. 34). Ford also tried to 

assemble in Recife (1925), Porto Alegre (1926), and Rio de Janeiro (1927), but without 

success, maintaining its assembly operations in São Paulo (Wilkins, 1974, p. 171).   

 For its part, GM inaugurated a factory in the Ipiranga neighbourhood, industrial 

heart of the city, in 1925. According to the company itself, the decision to set up the 

factory in São Paulo ‘resulted from an in-depth feasibility study conducted by the 

Corporation’s management’ (General Motors, 1995, p. 11). The GM managers placed 

special value on the availability of electric power, petrol, raw materials, accessories, and 

spare components and parts. A year after its inauguration, the rhythm of production was 

at 40 cars per day. In 1927, having already assembled 25,000 Chevrolets, GM began the 

construction of a new factory in São Caetano do Sul, in the ABC region. The new factory 

was inaugurated in 1929, with an installed capacity of 100 units per day. The GM 

workforce (600 people) tripled Ford’s workforce.  

  

 

Institutional environment without industrial policy  

  A set of related associations accompanied the first phases of São Paulo’s 

motorisation. The first car race in Latin America took place in São Paulo on 26 July 1908, 

organised by the Automobile Club of São Paulo, which had been founded 15 days earlier.  

 Approximately 10,000 people gathered in the Parque Antártica to see the start and 

finish of the race (Gonçalves, 1989, p. 24). Since then a broad set of car races took places 

involving São Paulo. Ten years later, in 1917, the I Congress of São Paulo Roadways was 
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celebrated, promoted by the state government. Some 70 cars circulated with relative ease 

along the road that joined São Paulo with the port of Santos, whose infrastructure 

development works, which began in 1913, were at a very advanced stage (Forest, 2002, 

pp. 40–2). In fact, in 1921, the four main cities in the state of São Paulo (Santos, São 

Paulo, Jundiaí, and Campinas) were connected by road, while the connection with Rio de 

Janeiro did not appear until 1928. Furthermore, on 13 October 1923, the First Automobile 

Exhibition of São Paulo was inaugurated, with five shows being celebrated throughout 

the decade (Gonçalves, 1989, p. 42). In terms of worker training, it is worth highlighting 

the Ford School of Mechanics and the GM School of Advanced Mechanics, both geared 

towards training workers for the assembly lines and for the aftersales services offices 

(Nascimento, 1976, p. 14). Beyond the automotive industry, the creation of the Centre of 

Industries of the State of São Paulo in March 1928 was also of special importance as it 

was the first institution to defend industry protection.  

 During this period, neither the government nor the firms called for or tried to 

implement industrial policies to foster the industry’s development. Ford and GM’s main 

interest was the liberalisation of trade, especially with regard to the importation of CKD 

kits. If both were assembling in São Paulo, it was due to their conviction that this was 

more profitable than importing complete vehicles. In fact, all the relations that Ford 

established with the Brazilian government involved the rubber plantation, which was its 

main business in Brazil until 1945 when it was sold at a substantial loss; none involved 

assembly plants (Wilkins, 1974, pp. 102–122).  

 At the dawn of the Great Depression, subsidiaries of the two biggest 

multinationals in the sector were operating in São Paulo and had great potential to become 

hub firms for the region. Ford’s unsuccessful attempts to establish more assembly lines 

in other Brazilian regions could indicate the presence of external economies, as described 

by Marshall, in São Paulo. This hypothesis could be reinforced by the fact that GM also 

established their subsidiary in São Paulo. Together with the Michigan giants, dozens of 

small workshops geared towards the spare parts market were starting to shape the cluster.  

 This involved the formation of potential suppliers and skilled workers. They had 

no problem in finding as many workers as they required thanks to the presence of around 

150,000 industrial workers in the region. Moreover, some associations were emerging 

and accompanying the district’s first steps. However, the cluster’s potential remained low.  

 Firstly, because the two large firms restricted their operation to the simple 

assembly of CKD kits fully imported from the United States. At this stage, no industrial 
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policy was implemented and the degree of development achieved was not enough to 

consider the cluster as existent.  

  

 

Towards a critical mass, 1930–1955 

 

External economies without hub firms  

 The Great Depression placed the Brazilian economy in dire straits. São Paulo’s 

recovery began in 1933, boosted by industrial expansion driven mainly by national capital 

that erected small and medium-sized plants with low capital intensity. The state’s share 

of industrial added value for all of Brazil went from 32.2 per cent to 48.9 per cent between 

1919 and 1949, a percentage that reached 72.4 per cent in the case of durable goods 

(Negri, 1996: 80). In this period, Brazil was mainly ruled by Getúlio Vargas, who was 

named provisional president (1930–1934) by the Military Junta that led the 1930. 

 Revolution and he remained in power first as constitutional president (1934–1937) 

and later as dictator (1937–1945) by imposing a constitution that eradicated the political 

parties, the right to vote, and the right to strike, dividing his sympathies between 

Roosevelt’s New Deal, Mussolini’s Charter of Labour, and German-inspired dirigisme 

(Fausto, 2006).  

 The autoparts industry boosted its development by taking advantage of the 

impossibility of importing autoparts during the Second World War. When the war ended, 

around a hundred workshops were scattered throughout São Paulo with the capacity to 

produce parts such as electrical accumulators, brake drums, wheel hubs, crown gears, 

pinions, and axel shafts (Dean, 1968, p. 244). Although the liberalisation of the market 

once the war was over damaged the industry, most of Brazil’s autoparts workshops were 

clustered in São Paulo in 1949, accounting for 80 per cent of total workers (Table 1). 

 

Table 1 - Autoparts workshops and workers in Brazil by state, 1949 

 

Itens  São Paulo Guanabara Rio de 

Janeiro 

Rest TOTAL 

 Nº % Nº % Nº % Nº % Nº % 

Workshops 65 65,0 9 9,0 3 3,0 23 23,0 100 100,0 

Workers 3,219 79.8 263 6,6 305 7,6 248 6,1 4,035 100,0 
Source: Nascimento (1976: 27).  
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 The externalities present in São Paulo can explain why the Veículos e Máquinas 

Agrícolas (Vemag) factory was established in the Ipiranga neighbourhood, although 

neither of its owner came from the region –the Domingos Fernandes family, established 

in Rio since the nineteenth century where they had interests in casinos and hotels; the 

Swedish investor Swend H. Nielsen; and Melvin Brooks, a Studebaker representative 

(Sandler, 2007, p. 134). Its factory, which had one of the most important fleets of heavy 

duty equipment in Latin America, assembled its first truck in 1948. Two years later, the 

company began negotiations with Scania on importing CKD truck kits, with the first units 

arriving in 1952. One year earlier, the Cia. Americana Industrial de Omnibus (CAIO), 

established in 1945, had started the production of chassis for its own buses, importing 

only engines and drive shafts (Nascimento, 1976, p. 25).  

 However, neither Vemag nor CAIO had the potential to act as anchor for the 

regional economy. It was GM and Ford who should have played this role, but they did 

not. In 1955, Ford assembled 10 trucks per day and GM assembled 140 per month 

between buses and trucks, having an installed daily capacity of 125 and 200 vehicles 

respectively (Nascimento, 1976, p. 53). The Brazilian economy was not attractive enough 

to persuade the American giants to transform their facilities into fully fledged factories.  

 In fact, until the mid-1950s, the main activity of GM’s plant in São Caetano was 

fridge production (General Motors, 1995, pp. 40–5). Under these circumstances, the 

autoparts industry was limited to working only for the aftermarket.  

  

Institutions, industrial policy and the cluster’s first boost  

 The lifting of trade restrictions once the war ended (coinciding with the ousting of 

Vargas in 1945) once again filled the domestic market with imported parts, leaving many 

of the district’s small companies in a critical situation. Therefore, the autoparts 

manufacturers took advantage of Brazil’s serious foreign payment crisis of 1947, which 

depleted practically all of the currency reserves accumulated during the war, to promote 

the protection of the sector. After several meetings in the headquarters of the Federation 

of Industries of the State of São Paulo, the Professional Association of the Autopart 

Industry of São Paulo (Associaçao Profissional das Industrias de Peças para Automoveis 

e Similares de São Paulo in Portuguese or Associaçao) was founded in October 1951 and 

involved the participation of 122 companies (Gattas, 1981, pp. 57–61). This institution 

would turn out to be key for the future of the cluster.     
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 The Associaçao intensively demanded a protectionist programme. Its claims were 

considered favourable for Vargas’s new government established after democratic election 

on 31 January 1951, which had created the Sub-Commission of Jeeps, Tractors, Trucks 

and Cars on 20 March 1952 to study the viability of manufacturing cars in Brazil. One 

month later, the Associaçao delivered a report where it ensured the existence of 250 

companies capable of manufacturing 162 groups of parts and accessories. The rewards 

were reaped in August 1952 when the Decree No. 288 was promulgated, vetoing the 

importation of the items on a list of 104 groups of parts and accessories already 

manufactured in the country. Because of this measure, many companies from the 

metalmechanical branch began to produce parts that appeared in the list (Gattas, 1981, 

pp. 77–88).  

 A little later, in April 1953, Decree No 311 prohibited the importation of pre 

assembled motor vehicles, authorising only the entry of CKD kits if they came without 

the parts specified in Decree 288. As a result, Volkswagen, Mercedes-Benz, and Willys 

Overland began to assemble CKD and SKD kits in workshops located around São Paulo.  

 However, as with Ford and GM, those initiatives were far from being fully fledged 

manufacturing facilities. Moreover, after Vargas’s suicide two months later, the new 

liberal government of Joao Café Filho revoked the protectionist measures, leaving the 

emerging cluster in dire straits once again (Nascimento, 1976, pp. 45–9). 

 

Table 2 - Location of companies with displays at the  

Mostras da Indústria Nacional de 

Autopeças celebrated in Rio de Janeiro by state 

Datas/itens São Paulo Rio de 

Janeiro 

Rio Grande 

do Sul 

Minas Gerais 

20/01/1953 103 24 17 1 

22/07/1957 118 5 8 3 
Source: Own elaboration with Gattas, 1981: 107, 249.  

 

 

 The industrial development achieved for São Paulo in this period likely indicates 

the presence of external economies in the region. The clusterisation of the car parts 

industry (Table 2) and the establishment of Vemag also point in this direction. At the end 

of the period, well over a hundred firms were located in the cluster, mostly in the Ipiranga 

neighbourhood and in the ABC. A pool of skilled workers and specialised suppliers was 

present in the district, where knowledge of the art easily moved from workshop to 

workshop. The lack of large carmakers with great demand-pull capacity was the main 
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constraint to the cluster’s expansion. Neither GM nor Ford had any desire to increase the 

range of their operations. To overcome this constraint, the autoparts companies created 

their own association to boost the sector through protectionist policies. Their call found 

prompt echo in the new Vargas administration. Shortly afterwards, three large carmakers 

(Volkswagen, Mercedes, and Willys) established assembly lines in Brazil, all in São 

Paulo, thus further proving the presence of external economies in the region. However, 

this development path was interrupted when the liberals took power after Vargas 

committed suicide.  

  

 

The growth: infant industrial policies and hub firms, 1956–1974  

 

Active industrial policy: fostering the industry’s development  

 The definitive boost for the cluster came from Juscelino Kubitschek (JK), named 

president of Brazil on 31 January 1956. JK did not hesitate to use the force of the state to 

boost the industrialisation and modernisation of Brazil (Sikkink, 1991). Automobiles 

were included in JK’s flagship programme, the National Development Plan (known as 

the ‘Plano de Metas’ or ‘Goals’ plan’), which turned their manufacture into a priority. In 

June 1956, the Executive Group of Automobile Industry, known as the GEIA for its 

initials in Portuguese, was created to boost the development of the industry. Its functions 

included setting the production targets (170,000 vehicles in 1960) and the percentages of 

local content (90% for trucks and commercial vehicles and 95% for cars and jeeps in 

1960), and handling the acceptance and monitoring of individual investment projects.  

 Protection was the essential tool for forcing the installation of big brands in the 

area; brands that would also gain some advantages in the exchange rate and some access 

to public credit.  

 The GEIA guidelines incentivised the development of the subsidiaries established 

in 1953 by Volkswagen, Willys-Overland, and Mercedes, which were the companies that 

led the cluster’s growth (see Table 3). The first project that VW presented to the GEIA 

was the manufacture of the Kombi van. Although, in the end, pressure from the GEIA led 

the Germans to also include the Beetle, their people’s car – popularised in Brazil as the 

Fusca. Because of this pressure, VW built a new factory in São Bernardo do Campo, 

strongly inspired by its flagship plant in Wolfsburg (Fleury and Salerno, 1998, p. 281).  
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 At the same time, Willys erected a modern industrial complex in São José dos 

Campos with assembly lines, bodywork stamping, and engine manufacturing. Finally, in 

September 1956, Mercedes-Benz inaugurated a new factory located at kilometre 15/16 of 

the Anchieta motorway, in the heart of the ABC region. The GEIA’s requirements also 

forced Ford and GM, which were much more reticent about manufacturing in Brazil 

(Wilkins and Hill, 2011, p. 414), to develop their facilities and become mass producers.  

 GM modified their project to build only a truck assembly line in São José dos 

Campos by establishing a new comprehensive Chevrolet engines factory, which was 

inaugurated in March 1959. For its part, Ford, which had no intention of manufacturing 

entirely with local content in their new facilities inaugurated in the Ipiranga 

neighbourhood in 1953, had to commit to erecting a fully fledged engine factory next to 

the factory they already had (Wilkins and Hill, 2011, p. 416).  

 

 

Table 3 - São Paulo’s cluster performance: production (%) and workforce (nº of 

employees) by carmaker 

 Passenger Cars Light 

Commercials 

Trucks Buses Workforce 

 1962 1974 1962 1974 1962 1974 1962 1974 1961 1971 

Ford    19.2 15.8 23.6 43.1 20.0   3,223 14,862 

GM   0.9 19.0 13.3 26.0 35.0 26.4   4.4   1.6 4,687 11,184 

Int.  

Harvester  

      3.6      851  

Mercedes          16.2 39.7 92.9 94.5 5,081 9,264 

Scania            2.0   3.0   2.7   3.8   645    967 

Simca   6.3 3.8    2.8  11.0     990 3,251 

Toyota   0.6     0.5        92     411 

Vemag   7.0  18.9      3,089        26 

Volkswagen 35.7 58.0 35.2 47.1     7,998 27,148 

Willys 49.5  16.8      6,874  

Total  

(units)  
109,842 701,512 41,303 111,117 35,282 75,773 3,453 7,861 33,540 67,113 

 
Source: Compiled by authors using Anfavea (1962: 57–77, 1972: 117–127, 1987: 78, 2015: 72–120).  

 

 The results of the policies adopted by the GEIA are clear. In 1962, production 

reached nearly 200,000 vehicles, with over 30,000 people employed by carmakers and 

another 30,000 employed in the autoparts industry (table 3). Furthermore, the percentages 

of domestic content surpassed 90 per cent (Anfavea, 1962A, p. 13). Despite that, JK’s 

government had to face the rejection of international institutions such as the IMF, an 

organisation the government broke with in 1959.  
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 Brazil knew serious social and political turmoil since 1962, having a great impact 

over the automobile industry. Production halted at 190,000 vehicles in 1962, a figure that 

was not surpassed until 1966. Behind this evolution, we find the political instability that 

Brazil had become immersed in. Janio da Silva Quadros, named president on 31 January 

1961, revealed himself as a severe critic of policies to promote industrialisation, 

especially due to the inflation rates registered. However, amidst a serious political crisis, 

Quadros could not even finish the first year of his term. In August, he was replaced by 

Joao Goulart, his vice president, who was devoid of any consistent economic policy 

(Baer, 2014, p. 73). Incapable of stabilising the situation, Goulart was ousted by a 

rightwing military coup on 31 March 1964, under the accusation of communist tendencies 

after nationalising a few small-scale refineries and announcing his willingness to carry 

out agrarian reform. Although the GEIA was taken over by the Executive Group of 

Machine Industries, the military maintained basic aspects of the GEIA policies. They kept 

both the protectionist policies and the domestic content requirements. However, with the 

military governments, very favourable towards foreign capital (Skidmore, 1988), a 

process of denationalisation of the autoparts industry took place.  

 The automotive industry led the economic recovery of the period 1968–1974. 

During those years, the production of vehicles grew at an average annual rate of 22 per 

cent (double the overall growth of the economy), exceeding 800,000 manufactured cars 

in 1974. At the end of the period, the six carmakers still installed in São Paulo directly 

generated 100,000 jobs, while the ancillary industry generated almost 200,000 jobs 

(Anfavea, 2015, pp. 44–5). The driver of growth was domestic consumption, which 

expanded under expansionary macroeconomic policies.  

  

External economies: clustering the industry  

 JK’s administration considered foreign direct investment to be the only way to 

promote the transfer of technology and capital that the industry needed (Nascimento, 

1976, pp. 94–7). The GEIA approved eighteen car manufacturing projects, of which 

eleven were implemented, and 154 autoparts manufacturing projects (Anfavea, 1962B, p. 

27). All of the projects located their facilities in São Paulo, except for the Fábrica 

Nacional de Motores (FNM) (Table 4). The FNM was a publicly-owned company 

established in 1942 to make airplane engines for the allies’ aviation that started to 

assemble trucks using Issota licenses in 1948 and Alfa Romeo licenses from 1951, with 

a low level of production. In 1955, the FNM assembled 2,426 of 13,950 trucks assembled 
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in São Paulo (Nascimento, 1976, p. 50). The industrial base of the region, with hundreds 

of workshops and the presence of potential supplier industries, was decisive in the choice 

of location. Only Simca tried to establish its factory outside of the cluster.  

  

Table 4 - Projects approved by the GEIA and that achieved implementation (1957) 

Company Established Factories Firm ownership 

1962 

Types of 

vehicles 

Fábrica Nacional  

de Motores  

1942 Rio de Janeiro  

 

Brazilian (95%)  

Acquired by Alfa 

Romeo in 1967 

Heavy trucks  

Passenger cars  

 

Ford Motor do  

Brasil  

1920 São Paulo city Ford (100%) Light  

commercial  

vehicles  

 Medium trucks  

General Motors  

do Brasil  

1925 São Caetano  

do Sul (ABC)  

São José dos  

Campos (SP)  

GM (100%) Light  

commercial  

vehicles  

 Medium trucks  

International  

Harvester 

1926 Santo André  

(ABC)  

Int. Harvester 

(100%)  

Acquired by 

Chrysler  

in 1966  

Medium trucks  

Mercedes-Benz  

do Brasil  

 

1953 São Bernardo  

do Campo  

(ABC)  

Brazilian (50%) and  

Mercedes (50%)  

Medium trucks  

Heavy trucks  

Buses  

Scania-Vabis do  

Brasil  

1957 São Paulo city Scania (major) and  

Vemag (minor)  

Heavy trucks 

Buses  

Simca do Brasil 1958 São Bernardo  

do Campo  

(ABC)  

Brazilian (80%) and  

Simca (20%) 

Acquired by 

Chrysler  

in 1966  

Passenger cars  

Toyota do Brasil 1958 São Paulo city Toyota (100%) Passenger cars  

Light  

commercial  

vehicles 

Vemag 1945 São Paulo city Brazilian (82%) and 

DKW (18%)  

Acquired by  

Volkswagen in 1965  

closed in 1967  

Passenger cars  

Light  

commercial  

vehicles 

Volkswagen do  

Brasil  

1953 São Bernardo  

do Campo  

(ABC)  

Brazilian (20%) and  

Volkswagen (80%)  

Passenger cars  

Light  

commercial  

vehicles 

Willys Overland  

do Brasil  

1952 São Bernardo  

do Campo  

(ABC)  Taubaté 

(SP)  

Brazilian (55%) and  

Kaiser (45%)  

Acquired by Ford in  

1967  

Passenger cars  

Light  

commercial  

vehicles  
Source: Compiled by the authors using Anfavea, 1961.  
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 During a European trip just after his electoral victory, JK visited Simca’s factory 

near Paris and showed enthusiasm towards the establishment of a subsidiary in Brazil, 

preferably in his native Belo Horizonte, the capital of Minas Gerais. Convinced by the 

direct commitment of the president of Brazil, the French got involved in the project.  

 Simca do Brasil was founded in May 1958 in Belo Horizonte, where it received 

land conceded and prepared by the state governor. Almost a year later, in March 1959, 

the company began to operate provisionally in a rented workshop in São Bernardo (ABC), 

800 kilometres from Belo Horizonte. The decision was taken by the second technical 

authority of Simca, who had been sent to Brazil to monitor the operation. The domestic 

content requirements of the GEIA forced the temporary transfer to São Paulo. One year 

later, it was admitted that the move to Minas Gerais was unviable. Practically all of the 

almost 1,000 suppliers were located in São Paulo (there were three in Rio Grande do Sul 

and another one in Rio de Janeiro), including Ford do Brasil, which supplied the engines 

(see, in particular, Shapiro, 1991; Sandler, 2005).  

 The case of Vemag illustrates the vibrant dynamism that the cluster experienced 

in the mid-1950s. Taking advantage of the GEIA’s guidelines, Vemag established a joint 

venture with the German DKW to manufacture its vans and jeeps, producing the first 

vehicle in 1958. Vemag also participated in the production of trucks, this time through a 

joint venture with the Swedish Scania Vabis, established in 1957. Scania do Brasil 

installed an engine and chassis factory for buses and trucks in Ipiranga, very close to the 

Vemag factory where the trucks were to be assembled. The engine blocks were cast by 

the Companhia Fabricadora de Peças in its factory in Santo André (ABC), with the help 

of Swedish technicians. The factory began activity in 1959 producing 1,000 engines with 

40 per cent Swedish pieces. One year later, after accusing Vemag of lacking the capacity 

to assemble for DKW and for them simultaneously, Scania decided to take on the 

production of the truck solo by dissolving the joint venture, although it continued using 

the Vemag line until December 1962, when it inaugurated its new factory. The factory 

was located in São Bernardo, on land conceded by Vemag in exchange for shares in the 

new company. With the move, Scania located itself in the heart of the ABC region, where 

most of its 680 suppliers were also located (Scania, 2007, pp. 50-59).  

   

Large firms and institutions acting as regional hubs  

 The large carmakers gradually organised the cluster hierarchically as the 1960s 

progressed, transferring part of the organisational capabilities that they had been 
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developing for years and that were at the heart of their competitive advantage. In order to 

achieve the level of local content committed to, the final manufacturers were forced to 

teach the car parts industry concepts from industrial organisation, to give them equipment 

and tools, and to facilitate contact with their foreign suppliers, helping them obtain the 

transfer of licenses and technical assistance (Shapiro, 1994; Addis, 1999). The signing of 

long-term contracts (mostly supported by the GEIA and under exclusivity agreements) 

also allowed for the long-term development of the autoparts industry. As this process 

expanded, the São Paulo cluster gradually adopted a similar form to what Markusen 

(1996) characterised as hub-and-spoke districts, although the participation in international 

trade was almost token –in the 1960s, 987 buses were exported, 26 trucks, and 3 cars 

(Anfavea, 2015, p. 70).  

 When the economic recovery of 1967–1968 began, the structure of the cluster had 

changed. The weight of the small and medium-sized companies had reduced, the final 

manufacturers had integrated more parts of the production process, and the number of 

companies controlled by foreign capital had increased. With the surge in inflation, the 

final manufacturers pressed the ancillary industry (mainly by terminating the exclusivity 

contracts) to achieve reductions in prices. When they could, they opted to integrate 

production vertically, and when this was not profitable, they promoted the installation of 

new suppliers, especially foreign ones that tended to enter through joint ventures with 

local companies already in operation (Shapiro, 1994, pp. 191-215). Despite the growth in 

production, the structure of the district did not change much and its hierarchical 

organisational structure was consolidated around the large final assembly plants.  

 In the 1960s, the cluster’s institutions continued to play a central role in the 

development of the autoparts industry, although their function changed. In the 1950s, 

their main task was to serve as a lobby to protect the industry and to establish strict local 

content requirements. However, in the 1960s, their efforts were focused on obtaining 

quality standards and on training qualified and semi-qualified workers. Technical 

assistance was given to the manufacturers through agreements with the institutes of 

technology, especially the Technological Institute of Aeronautics, located in São José dos 

Campos. Through these collaborations, they sought to maintain permanent contact with 

the small and medium-sized companies in order to guide them towards the obtainment of 

higher quality standards. The industry union also coordinated companies with technical 

teaching institutions to develop courses in metalwork, mechanics, and electricity, as well 

to establish university degrees in engineering, economics, and business administration.  
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 The semi-qualified operators were normally trained in the workplace through 

short-term method-based courses. Some noteworthy training centres include the 

University of São Paulo, the Technological Institute of Aeronautics (São José dos 

Campos), and the Getúlio Vargas Foundation.  

   

 

The cluster’s evolution: a long-term view  

  

 By targeting the auto industry for investment, placing barriers to foreign 

production, and requiring high levels of domestic content, the state fostered the 

development of the sector, which was clustered around São Paulo. While the active 

industrial policy applied since 1956 can explain the automobile industry’s take-off, it 

cannot explain its concentration in São Paulo. The industry clustered in the region due to 

the presence of external economies and the actions of its own institutions, mainly the 

industry union, which led the cluster’s development until the mid-1960s. The impact of 

each factor on the cluster’s performance are summarised in table 5.  

  

Table 05: Determinants in the development of the São Paulo auto industry cluster 

by stage 

 Cluster life-

cycle 

stage 

Main source of 

development 

Secondary source of 

development 

Till 

1929 

 

Formation 

External Economies  

1. Pool of Labour  

2. Specialised Suppliers  

Institutional Environment  

1. Infrastructures  

 

1930 

1955 

 

Achieving 

Critical-mass 

 

Institutional Environment  

1. Trade Associations  

2. Infrastructures 

External Economies  

1. Pool of Labour  

2. Specialised Suppliers  

3. Knowledge  

Spillovers  

 

 

1956 

1974 

 

 

 

 

Growth 

Active Industrial Policies  

1. Protectionism  

2. Domestic Content  

Large Companies  

1. Hub Firms  

2. Internal Scale  

Economies  

3. Organisational  

Capabilities  

External Economies  

1. Pool of Labour  

2. Specialised Suppliers  

3. Knowledge  

Spillovers  

Institutional Environment  

1. Trade Associations  

2. Infrastructures  

3. Education and  

Research 
Source: Own elaboration. 

 



XII Congresso Brasileiro de História Econômica & 13ª Conferência Internacional de História de Empresas 
Formation and growth of the São Paulo auto-industry cluster 

 

18 

 The origins of the São Paulo auto industry cluster can be found in the dozens of 

small workshops serving the spare parts market that progressively emerged during the 

1920s to facilitate the region’s motorisation. Moreover, Ford (1921), GM (1925), and 

International Harvester (1926) established facilities to assemble CKD and SKD kits 

imported entirely from the US. Their activity was facilitated by the good connection – by 

railroad (1870s) and by highway (1910s) – between the Port of Santos and the city of São 

Paulo. In addition, from 1910, there was a set of associations that aimed to promote the 

automotive sector. Despite the fact that early knowledge of the art was widespread 

throughout the region, the critical mass necessary for the cluster’s existence was still far 

off.   

 The opportunity to achieve a critical mass came with the trade restrictions brought 

about by the Second World War. Restrictions on car part imports from industrialised 

nations favoured the flourishing of hundreds of workshops that were able to provide a 

wide range of parts and components, even though they were undercapitalised and 

undersized. According to Table 1, 65 per cent of the workshops and 80 per cent of the 

workers in the Brazilian automotive industry were located in São Paulo in 1949. As they 

became aware of their common interests, they joined together to push for maintaining 

barriers to foreign competitors once the war was over. The association of autoparts 

makers created in São Paulo in October 1952 had its first success a few months later when 

108 groups of parts were protected. The import of complete vehicles was banned shortly 

after, with only the entry of CKD kits without the aforementioned groups of parts being 

permitted. Forced by the new legislation, Volkswagen, Mercedes-Benz, and Willys 

Overland also established assembly lines in São Paulo. External economies in the form 

of specialised suppliers and semi-skilled workers together with a powerful industry 

association worked well for this location. Although the critical mass had been reached, 

the cluster’s emergence still had not occurred. Moreover, the process was interrupted by 

the liberal government of Café Filho (1954–1955) after Varga’s suicide.  

 The cluster’s expansion took place once Juscelino Kubitschek’s government, 

established in January 1956, applied a broad set of active industrial policies. The high 

level of domestic content required forced all projects to locate their facilities in São Paulo, 

reinforcing the sector’s concentration in the region (see Table 3). If protection and, above 

all, domestic content requirements were key for the cluster’s growth, they found fertile 

ground in the form of external economies made up of hundreds of suppliers and thousands 

of workers. Proof of this prior base can be found in the existence of an institutional 
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framework that accompanied the industry’s progress, working towards the 

comprehensive development of the industry by facilitating the circulation of knowledge 

and by providing assistance in worker training and business organisation. Since their 

establishment, large subsidiaries of global carmakers have led the cluster’s development.  

 This caused the district to take on a hub-and-spoke form, as described in Markusen 

(1996). However, the expansion was entirely fuelled by domestic demand, with exports 

being almost impossible during this period. The large number of models manufactured 

by cluster firms – 85 in 1968 (Nascimento, 1976: 104) – curbed their competitiveness.  

 

 

Some conclusions  

  

 During the first half of the twentieth century, São Paulo was the most 

industrialised region in Brazil, a backward and agriculture-based country. However, by 

the middle of the century, car production in São Paulo was almost token. Twenty-five 

years later, São Paulo had placed Brazil among the top ten car-producing countries in the 

world. Most of the cluster’s actors (suppliers, universities, skilled labour) were specific 

to the region, only the market was a national actor, but a crucial one since the expansion 

was exclusively sustained by it. Different leading brands in the industry accepted 

transferring their knowledge and technologies, forced by a closed market situation and by 

strict local content requirements. As a result, the cluster evolved towards a hierarchical 

organisational structure headed by large final manufacturers under foreign control, while 

the weight of Brazilian capital, even in the autoparts industry, gradually reduced.  

 Nevertheless, the cluster’s development path also presents some limitations. The 

cluster based its growth on foreign technology and knowledge. Without the active 

industrial policy applied, it would have been unlikely for the cluster to gain access to the 

technology and knowledge of leading world firms, as revealed by its trajectory until the 

establishment of the GEIA. However, the firms located in the cluster were unable to 

develop their own capabilities, at least until the end of the growing stage.  

 This research shows how a certain region in a backward country was able to 

develop one of the flagship industries of the Second Industrial Revolution, proving the 

potential of infant industry policy. However, the research also highlights how active 

policy only impacted on the most industrialised region of the country. A pool of 
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specialised suppliers and skilled workers, together with vibrant industry associations and 

an appropriate provision of public goods, increased the region’s competitive advantage.  

 Only more research on the maturity stage will tell us how the cluster can sustain 

its activity over time and avoid its decline in favour of other Brazilian regions and other 

countries.  
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