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 Brazil was growing almost at the 
rate of East Asia up to 1980. 

 Latin America was a little below.
 Since then, both quasi-
stagnated, while East Asia 
continued to grow.

 Why?
 What to do?
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1961-1980 1991-2019

Latin-America 3.2 1.5

Brazil 4.6 1.2

East Asia 5.2 5.0

East Asia (ex-China) 5.7 3.7
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 Direct cause
o Deindustrialization

▪ See Figure below

 Two basic causes
o Brazil fell in the liberalization trap
o Public investment has fallen
 In this lecture
o I will just discuss the liberalization trap, in 

association to the second argument in 
economics for import tariffs on manufactured 
goods.
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Source: Paulo Morceiro
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 Brazil neutralised the Dutch disease 

o and industrialised by adopting, pragmatically, 
import tariffs on manufactured goods.

 The Brazilian policymakers 

o didn’t know the Dutch disease 

 But they were developmentalists, not liberals,
and they knew that

o Economic development is industrialisation.

o Industrialisation would stop if import tariffs 
were cancelled.
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 the first paper on it is the Neary and Corden 
1982 paper, 

o Max Corden and J. Peter Neary (1982) “Booming sector and de-

industrialization in a small open economy”.

 the first to discuss its neutralisation is my 
2008 paper,

o Bresser-Pereira (2008) “The Dutch disease and its neutralisation: a 

Ricardian approach”.

 and the first to discuss fully the use of import 
tariffs is my 2020 paper.

o Bresser-Pereira (2020) “Neutralizing the Dutch disease”.
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 The infant industry argument

o It was the argument of Alexander Hamilton 
(1792) and Friedrich List (1841).

o It is a provisory argument because after some 
time the industry turns mature.
• My 1987 case on that matter.

o But was the only argument, and 
developmentalists continued to use it despite 
it having lost validity.
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 It is the New Developmentalism’s argument

 It does not lose validity with time.

 It requires only that the country faces the 
Dutch disease, Which

o Is usually cyclical and associated to price 
booms

o Only in the case of very severe Dutch disease 
it is permanent (results from Ricardian rents).
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 Import tariffs on manufactured goods only 
neutralize the Dutch disease on the domestic 
side.

 On the export side, export subsidies are 
required.

 In 1969 Brazil created an extremally efficient 
export subsidy.

 The problem with subsidies is the WTO.
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 The country makes a tariff reform that 
establishes two tariffs for manufactured 
goods.

 A usual tariff - specific for each good or 
industry. (It should be small).

 A single Dutch disease neutralizing tariff that 
will vary according to the average 
international price of the exported 
commodities. “Single” because equal to all 
manufactured goods.
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 They say that industrial policy is the main 
developmental instrument. 

 ND agrees with the addition of the five 
macroeconomic prices.

 But they don’t protest when the government 
works to reduce the existing import tariffs on 
manufactured goods, which is by far the 
more important industrial policy instrument.

 Probably because they don’t have an 
argument legitimising the tariffs.

13


