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Arguments for an industrial policy

▪ Driven by hard realities of international competition

▪ Government already influences industry through procurement, R&D and 

employment programs

▪ Government should provide incentives for industry restructuring, especially 

when driven by technology disruptions

▪ Government should invest in public goods such as ports and general 

infrastructure

▪ Government should respond to industrial strategies of other competing nations 

▪ Not state planning but public policies that complement the strategies of 

individual corporations
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Lessons from Japan’s industrial policy

▪ Supportive structural features of Japanese economy (such as educated 

workforce)

▪ Clear objectives with a focus on foundational commercial technologies (as 

opposed to military applications)

▪ Deep coordination between public and private actors

▪ Success also required foreign competition

▪ Unsuccessful interventions suppressed domestic competition

▪ Accusations of political capture and internal bias
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Lessons from Europe’s industrial policy

▪ State support for deep coordination between public and private actors 

▪ Successful leverage of existing industrial know-how

▪ Subsidies alone were not enough; sometimes active measures (such as 

mandatory targets) were needed

▪ Stable political support was critical for industrial success

▪ Some protection for national firms
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Lessons from US industrial policy

▪ Government procurement can create markets for critical early stage 

technologies

▪ Public-private R&D consortia can create competitiveness

▪ High quality talent is essential for successful federal programs

▪ Close collaboration with industry can help keep pace with rapid technological 

change

▪ Government can facilitate public-private-academia collaboration to connect key 

stakeholders in innovation ecosystem 

▪ Tolerance for risk and failure is essential for success

▪ Criticism for favoring large companies in consortia
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Brazil: A lost decade
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• For Latin America. Brazil, the 2014-2023 decade is much 
worse than the “lost decade” of the debt crisis between 
1980 and 1990.

• In Latin America, GDP grew only 0.8% per year from 2014 
to 2023, in sharp contrast to 2% per year from 1980 to 
1990. In the case of Brazil, GDP grew by 1.4% per year 
between 1980-1990 and only 0.02% per year between 2014-
2022

• In Brazil, gross fixed capital formation grew by an average 
of 3.2% per year between 1981-1990, and only 0.5% per 
year between 2014-2022 – below the depreciation 
replacement rate!!!

• After 2014, the manufacturing industry rapidly lost its 
share of GDP in Latin America and Brazil. Brazilian 
manufacturing fell from the 10th position in the world 
ranking in 2010 to the 16th position in 2019.

Source: Luciano Coutinho, presentation at Cornell Tech, 28 April 2023



Brazil’s industrial policy

▪ Brazil has used industrial policies more successfully as compared to other Latin 

American nations

▪ Brazil needs to leverage key areas of strength such as bio diversity and the bio 

economy

▪ Brazil has fallen behind compared to international competition in key domains 

of high technology and the energy transition

▪ Brazil needs to focus on rapid progress in key domains: energy, climate, health 

and digital

▪ Brazil can learn from Europe, Japan and USA 
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Thank you




