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Special topic in Latin America

Latin America’s challenge: A fresh look at industrial policy

@ CrossMark

El reto latinoamericano: una visién fresca de la politica industrial

When John Price and [ wrote Can Latin America Compete? sev-
eral years ago, we were unflinching in our criticism of the region
for failing to undertake sweeping microeconomic and institutional
changes, such as improved access to capital, investment in infra-
structure, and regulatory reform. We urged the region to undertake
at the minimum incremental reforms across nearly a dozen areas
(including public safety, judicial reform, and education) to boost its
competitiveness, less it continue to lose out to emerging markets
in Asia.

Since then, Latin America has, indeed, introduced measures to
improve competitiveness; and these changes should be applauded.
However, unfortunately, other regions —particularly Asia, Cen-
tral Europe and Sub-Saharan Africa— have reformed at a faster
rate. In addition, even within Latin America the gap has widened
between countries and within cities and sub-regions within individ-
ual countries. Most notable are the “Asia-facing” nations of Peru,
Colombia, Chile, and Mexico versus the “Atlantic-facing” nations
of Argentina, Brazil, and Venezuela. One need only read the just-
released World Bank Doing Business 2015 report. The first four
countries rank among the top 50 out of 189 nations whereas
Argentina (124), Brazil (120) and Venezuela (182) fair miserably.

As all nations in the Hemisphere strive to boost their competi-
tiveness, there is one thing that they would agree upon —regardless
of their political and economic orientations—. Namely, that the
government’s role —mainly via “industrial policy”— is indispens-
able to compete in regional and global markets. Prior to and even
after the failed experiment with the import substitution industri-
alization model that became so prominent in Latin America from
after World War II through the early 1980s, many governments,
politicians, economists, large domestic business, unions, and the
public at large believed that government could pick winners to
propel their economies forward. They bolstered their (mistaken)
belief by citing the examples of Brazil’s Embraer (while neglecting
to mention that nation’s disastrous policies to create a home grown
computer industry) and Japan’s successful electronics industry (but
failure to mention the ill-fated effort to foster a semiconductor
industry).

Regardless of where one comes down on the issue of indus-
trial policy for Latin America, the role of government has been and
always will be prominent. The question then becomes: What kind of
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industrial policy for Latin America? Fortunately, economists at the
Inter-American Development Bank answer that question resound-
ingly and convincingly in a monumental study that will influence
the economic and policymaking discussions on industrial policy for
years to come. What they offer is a diagnosis and blueprint on how
to get industrial policy right —with a major focus on increasing the
low levels of productivity—. Entitled Rethinking Productive Devel-
opment (they shun the term “industrial policy”, due to its negative
connation in many quarters) and posit that the key question to ask
is not “whether” to adopt these policies but “which” and “how”.

In doing so, the IDB proposes three questions as a starting point:
(1) what is the diagnosed market failure that justifies govern-
ment intervention/assistance?, (2) is the policy remedy at good
match for the diagnosis?, and (3) what types of institutions with
what characteristics are necessary to develop the policy with
success?

Productive development policies (PDP) can operate along two
dimensions. One dimension consists of specific sectors (vertical
policies) or broad based ones (horizontal) not focused on any spe-
cific industry. An example of the first would be phytosanitary
control; an example of the second would be tax exemptions for
the automobile sector. The second dimension relates to the type
of intervention. This may be public inputs to improve the busi-
ness environment; such has upgrading infrastructure, or market
interventions such as R&D subsidies or tax reductions.

There is no magic bullet, no quick panacea for Latin America’s
endemic problem of competitiveness. But by addressing barriers to
low productivity, broadening and deepening microeconomic and
institutional reform, and embarking upon productive development
policies as proposed by the Inter-American Development Bank, the
region can achieve significant progress in improving the environ-
ment for doing business in the Americas.

Jerry Haar is a visiting scholar at Harvard and Georgetown
Universities and a professor of business at Florida International
University.

Jerry Haar
Department of Management & International Business,
Florida International University

E-mail address: haarj@fiu.edu

2077-1886/© 2015 Universidad ESAN. Published by Elsevier Espafia, S.L.U. This is an open access article under the CC BY-NC-ND license (http://creativecommons.org/

licenses/by-nc-nd/4.0/).



Instrucciones para los autores

Journal of Economics, Finance and Administrative Science (antes
Cuadernos de Difusion) es la revista académica de la Universidad
ESAN (Lima-Per). Esta dedicada a las ciencias administrativas,
la economia y disciplinas afines y convoca a investigadores y acadé-
micos de todo el mundo. Se publica dos veces al afio, en junio y en
diciembre, en formato impreso y en linea. Esta indizada en EBSCO
Host Economia y Negocios, Informe Académico de Gale, Cengage
Learning, y en Latindex.

Toda colaboracién esté sujeta a la aprobacion del comité edito-
rial de la revista, previo informe de lectores-jueces especialistas en
el tema tratado, proceso que se conoce como arbitraje por pares. La
evaluacién incluye el aspecto formal; por tanto, es recomendable
que la redaccién haya sido revisada.

Solo se aceptan trabajos inédites, en espaifiol o en inglés. Por
excepcion, también se admite aquellos que atn no siendo inéditos
hayan sido poco difundidos, asi como traducciones al esparfiol de
articulos originalmente escritos en otros idiomas.

La extension es libre, pero se da preferencia a los trabajos que no
excedan de 30 paginas (1.500 caracteres por pagina).

Los articulos deben empezar con un breve resumen de su conte-
nido (aproximadamente 900 caracteres con espacios o 140 pala-
bras), en el cual se especifique el aporte del autor. Al resumen deben
seguirle algunas palabras clave que permitan identificar el tema tra-
tado y los cédigos JEL.

Todas las tablas y figuras deben estar referenciadas en el cuerpo
del articulo.

Cada una de las tablas se presentara al final del manuscrito, des-
pués de la bibliografia, en una hoja que incluira: a) numeracion de la
tabla segtin su orden de aparicién en el texto; b) enunciado (titulo)
correspondiente. Se procurara que sean claras y sin rectificaciones.
Las siglas y abreviaturas se acompaifian siempre de una nota explica-
tiva al pie. Si se tiene que utilizar simbolos, se utilizaran letras mi-
ndsculas en superindice en orden alfabético.

Se consideraran figuras las fotografias, graficos de datos y esque-
mas. Cada una ird en un archivo aparte preferiblemente en formato
JPG o TIFE.

Cuando se desee la publicacién de fotografias en color, los gastos
correran a cargo del autor.

El Comité de Redaccién de la Revista se reserva el derecho de re-
chazar, previa informacién a los autores, las figuras que no retinan la
calidad necesaria para conseguir una buena reproduccion.

Las fotografias, esquemas y graficas iran numeradas de manera
correlativa y conjunta como figuras.

Se deben incluir los pies de figura, en una pagina aparte, al final
del manuscrito, tras la bibliografia o tras las tablas, si las hubiera,
con la numeracién que corresponda a la figura. Cuando los simbolos,
flechas, nimeros o letras se utilicen para identificar una o varias
partes de las figuras, seria preciso identificar y explicar el significado
de cada una con claridad en el pie.

Asimismo, los autores son responsables de obtener los oportu-
nos permisos para reproducir en en la revista material (texto,
tablas o figuras) publicado previamente. Estos permisos deben
solicitarse tanto al autor como a la editorial que ha publicado dicho
material.

Journal of Economics, Finances & Administrative Science emplea
la norma APA (American Psychological Association) para la presen-
tacion de referencias bibliograficas completas o bibliografia.

e Paralibros:
Apellido del autor, nombre o inicial del autor. (Afio). Titulo del
libro. Lugar: editorial.

¢ Para contribuciones en publicaciones periodicas:
Apellido del autor, nombre o inicial del autor. (Afio, mes si lo
hubiera). Titulo del articulo. Nombre de la publicacién (opcional:
lugar y/o editorial). Volumen, nlimero, paginacién del articulo.

¢ Para capitulo o parte de una obra:
Apellido del autor, nombre o inicial del autor. (Afio).Titulo
del capitulo. En nombre o inicial del autor o editor del libro. Titulo
del libro. Lugar: editorial, paginacién del capitulo.

Las notas a pie de pagina o al final del articulo deben emplearse
solo para afiadir explicaciones o ampliar informacién; no deben
contener referencias bibliograficas. Las referencias bibliograficas
simplificadas se incluyen en el cuerpo del texto usando el llamado
método cientifico: (autor, afio) y luego los datos completos se
presentan en la bibliografia final.

Los articulos deben acompaiiarse del curriculo reciente del autor
principal, ademas de una breve nota biografica de aproximadamen-
te 900 caracteres.

Después de aceptado, todo trabajo se somete a correccion de
estilo en coordinacién estrecha con su autor, para cuidar el uso
adecuado del lenguaje.

Los manuscritos pueden remitirse por via electrénica a través
de la direccién web http://ees.elsevier.com/jefas/, donde el autor
encontrara toda la informacién necesaria para el envio. Con este
rapido y sencillo método podra seguir directamente, a través de la
pagina web, el estado del articulo durante todo el proceso de
revision.



Instructions for authors

Journal of Economics, Finance and Administrative Science
(previously Cuadernos de Difusién) is the academic Journal of the
Graduate Business School, Universidad ESAN (Lima-Peru). It is
dedicated to administrative sciences, economics and related
disciplines, and is available to researchers and academics all over the
world. It is published twice a year, in June and December, in paper
format and online. It is indexed in EBSCO Host Economia y Negocios,
Gale Academic Report, Cengage Learning, and in Latindex.

All works are subject to the approval of the Journal Editorial
Committee, after being reviewed by specialists in the subject
treated, a process known as peer review. The assessment is of a
formal nature, thus it is recommended that the article has been
reviewed.

Only unpublished works, in Spanish or English, are accepted.
Exceptionally, it may also accept those works that, although they
may have been published, were not widely circulated, as well as
translations into Spanish of articles originally written in other
languages.

There is no limit to the length, but preference will be given to
works that do not exceed 30 pages (1500 characters per page).

The article must begin with a short abstract of its contents
(approximately 900 characters with spaces or 140 words), in which it
specifies the contribution by the author. Several key words that will
help to identify the subject treated must be added after the abstract,
as well as the JEL codes.

All Tables and Figures must be referenced in the body of the
article.

Each of the Tables will be presented at the end of the manuscript,
after the bibliography, and on a separate sheet that will include:
a) the Table number according to its appearance in the text; b) its
title. They must be clear and without any corrections. Initials and
abbreviations must always be accompanied by an explanatory
footnote. If symbols have to be used, lower case letters in superscript
in alphabetical order will be used.

Photographs, data graphs and diagrams will be considered as
Figures. Each one will be in a separate file, preferably in JPG or TIFF
format.

If it is desired to publish colour photographs, the costs will be
borne by the author.

The Journal Editorial Committee reserves the right to refuse
Figures, with prior notice to the authors, that are not of the required
quality to be reproduced well.

Photographs, diagrams and graphs will be numbered consecuti-
vely and jointly as Figures.

Figure footnotes must also be included, on a separate page, at the
end of the manuscript, after the bibliography and Tables, if there are
any, with the numbering that corresponds to the Figure.

When symbols, arrows, numbers, or letters are used to identify
one or several parts of the Figures, the significance of each one must
be identified and explained clearly in the footnotes.

Furthermore, the authors are responsible for obtaining the
appropriate permissions to reproduce previously published material
(text, Tables or Figures) in the Journal. These permissions must be
requested from the author as well as the publisher that published
that material.

Journal of Economics, Finance & Administrative Science uses the
APA (American Psychological Association) guidelines for the
presentation of complete literature references or bibliography:

¢ For books:
Surname, name or initial of the author, (Year). Book Title. Place.
Publisher.

¢ For contributions to Journals:
Surname, name or initial of the author, (Year, month if applicable).
Title of the article. Name of the Journal (optional: place and/or
publisher). Volume, Number, pages of the article.

e A chapter or part of a book:
Surname, name or initial of the author, (Year). (Year).Title of the
chapter. The name or initial of the author or editor of the book.
Book title. Place: publisher, pages of the chapter.

The notes at the foot of the page or at the end of the article
must only be used to add explanations or further information; they
must not contain literature references. Simplified literature
references are included in the body of the text using the so-called
scientific method (author, year) and then the full details are shown
in the final bibliography.

The article must be accompanied by a recent curriculum vitae
of the principal author, as well as a short biographical note of about
900 characters (140 words).

After acceptance, all works are subjected to a style correction, in
close cooperation with their authors, to ensure the correct use of the
language.

Manuscripts must be submitted electronically via the web
address, http://ees.elsevier.com/jefas/, where the author will find
all information required to make the submission. With this simple
and rapid method, the author will be able to directly follow the
status of their articles throughout the review process via this web

page.



