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Abstract
This chapter offers an overview of the evolution of the manufacturing industry in Argentina, from its beginnings in the 19th century to the present day. Three major historical periods are identified based on Argentine economic and political developments in a global context and discussed using three perspectives: the ideas and debates regarding the industrialization process, their ‘materialization’ through government institutions and policies, and, lastly, the resulting evolution of the manufacturing sector itself. Taken together the Argentine case demonstrates the complexity of domestic and international factors shaping industrial policy and the impact that ideas regarding industrial development and industrial policy can have on the dynamics of different industries within a country, often in ways unanticipated by policymakers.
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1. INTRODUCTION

This chapter offers a long-term view of the historical evolution of the modern Argentine industrial manufacturing sector, from its beginnings in the 19th century to the present day. The economic destiny of the country has been closely associated with its industrialization. Industry gradually gained ground within the national economy in the last decades of the 19th century, became the engine of growth in the 1930s and shortly thereafter surpassed primary activities in value added – a situation that continued for the rest of the 20th century and beyond. For this reason, we will focus mainly on manufacturing activities and less on the primary sector and services.

To obtain an integral view of the historical process of industrialization in Argentina, three complementary perspectives will be used. The first takes into consideration the ideas and debates that arose in the country regarding possibilities, limits, and alternatives of the industrialization process. The second exposes the materialization of the dominant economic ideas of each historical moment at the level of state institutions and economic policy. The third, in a more typical economic history approach, presents the evolution of the manufacturing sector itself. This three-way approach provides a comprehensive account of the multiple dimensions of Argentina's long-term industrial development. We consider that this is a valid and rich perspective to understand the dynamics of Argentina's economic history (and also that of other large Latin American countries, like Brazil and Mexico). 

The space available here does not a full exposition of the rich historiographical literature on Argentine industry that goes back more than a century (for detailed references, see Rougier & Odisio, 2013; 2023; Odisio & Rougier, 2021b; Rougier, 2021), but the chapter aims at a comprehensive overview.  It first provides some background by briefly summarizing the political, social, and economic history of Argentina. The main section then presents the country’s industrialization over three consecutive periods: 1870-1929, when the economy was dominated by an agro-export model; 1930-1975, which saw industrial development take off; and from 1976 onward, marked by a process of de-industrialization. For each of these periods, the chapter examines the debates about underlying ideas, the establishment of policies and institutions, and the actual expansion or contraction of manufacturing industries. The chapter ends by highlighting how looking at these three perspectives provides novel insights on the Argentine case, and a possible way forward.


2. BACKGROUND: ARGENTINA IN LATIN AMERICA AND THE WORLD

During the pre-colonial period, the territory now occupied by Argentina was only sparsely populated. The first Spanish settlements began in the 16th century, but the region was of limited economic interest to the Spanish Crown, since it lacked precious metals. In 1776 the Viceroyalty of the Río de la Plata was created. Its territory –split off from the Viceroyalty of Peru– comprised present-day Argentina, Uruguay, Paraguay, Bolivia and parts of Brazil, Chile, and Peru. Its economy depended on the commercial activities associated with the production of silver in Potosí in Bolivia, the spending and activities of the local government based in the port of Buenos Aires, legal (and illegal) trade, and, to a lesser extent, a very rudimentary exploitation of the wild cattle that populated the ‘humid pampas’, an extensive 600,000 km² of flat grassland, some of the most fertile in the world (Ferrer, 2019).

After the independence process triggered in 1810, the Argentine agro-export economy underwent important changes, stemming from a successful integration into the Atlantic trade networks. The export of wool and sheep meat to Europe in the mid-19the century provided a glimpse into the enormous potential of the country's plains. The occupation of the territory through the expulsion of the native peoples and the strengthening of economic ties with England encouraged the production of beef and cereals in formidable quantities. The previously underpopulated nation began to grow at great speed: immigrants (especially from Italy and Spain) arrived by the millions. However, with land ownership concentrated in few large holdings, many had to resort to the urban settlements, especially in the capital city, Buenos Aires, which had about 40,000 inhabitants in 1810, reached 433,000 in 1887 and exceeded 1.5 million by 1914. It was one of seventeen cities with more than one million inhabitants in the world at the time, and the only one in Spanish America (Scobie, 1974).

At the beginning of the 20th century, Argentina's GDP per capita was higher than that of Germany, France, or Italy. Between 1880 and 1930, export-led growth was spectacular. Although the driving force was primary production, the expansion of population and income also allowed industry to flourish. However, the conditions that allowed this sudden prosperity would soon disappear. The stock market crash of 1929 and the subsequent Great Depression closed international goods and capital markets. In 1930 a coup d'état took place, abolishing the universal (male), secret and compulsory suffrage system established in 1912. The country had to rethink its growth strategy, now necessarily inward-oriented in the changed geopolitical context. Moreover, given its competition with the US, in terms of an agricultural production destined for world markets, and a traditionally ‘neutral’ foreign policy, Argentina had serious difficulties in adjusting to the new international order when global hegemony passed from British to American hands.

Between 1930 and 1976 the economic strategy was based on import substitution industrialization (ISI). Despite its institutional ups and downs, alternating between democratic and military governments, the era was shaped by state intervention and planning, the provision of extensive public services, the improvement of salaries, the expansion of civil rights, etc. The welfare state and the redistributionist model typical of Cold War capitalism had its equivalent in Argentina. Although its growth rate slowed down compared to the other big Latin American countries such as Brazil and Mexico, which surpassed its overall economic size in the 1960s, the country stood out for its egalitarian society, with reduced poverty and a large middle class that fueled a powerful upward social mobility.

The military coup of 1976, which paralleled those in other countries in the region and in Chile in 1973, was another turning point. Argentina’s unreflective and abrupt entry into the networks of the new financial globalization and the abandonment of the political economy of industrialization led to a situation of economic stagnation and social fragility. While democratic institutions have been consistently maintained since 1983, there have been frequent setbacks and ongoing macroeconomic imbalances. Nevertheless, at present, Argentina remains the third largest economy in Latin America and ranks close to number 20 in the world.


3. FROM IDEAS TO ACTION: INDUSTRIAL DEVELOPMENT IN ARGENTINA

This chapter offers a long-term view of the evolution of the Argentine industrial sector, from its beginnings to the present day. During much of the 19th century, manufacturing production was characterized by an artisan-type organization and the production of a few simple products. From the 1870s onwards, the first modern establishments began to be set up. Associated with the demographic and economic growth prompted by the so-called ‘agro-export model’, with the incorporation into world markets and the integration of the domestic market, large industrial establishments arose to satisfy the demand for non-durable consumer goods.

Due to the global economic crisis of the 1930s and the closure of foreign markets, industry was called upon to occupy a prominent place through import substitution. The period from 1950 to 1975 was the ‘golden age’ of this process, evidenced by the contribution of manufacturing activities to GDP, the breadth of the ‘basic’ sectors they covered, the closing of the international technological and productive gap, the reduction of tariff protection, and the appearance of manufacturing exports. After the 1976 coup, a process of deindustrialization began, following an economic policy of market opening, privatization, and deregulation, which caused the international decline of the Argentine economy. In the following years, regardless of political labels, recurring macroeconomic imbalances prohibited the deployment of any long-term development strategy.

An overview of the various developments in each of these three periods covered in the rest of this chapter is given in Table 1, with details for the dominant ideas, policies and institutions, and outcomes, in terms of the development of manufacturing industries provided in the remainder of this section.

[INSERT TABLE X-1 HERE]

3.1. Industrialization during the agro-export model, 1870-1929
The success of the export-led model became visible around 1870 (Rocchi, 2006; Pineda, 2009). The country's incorporation into the ‘first globalization’ profoundly changed its economic and social structure. A hitherto marginal, depopulated, and peripheral area was transformed into a thriving economy. However, this process was abruptly interrupted by the global crisis following the stock market crash of 1929, which prevented Argentina from continuing to rely on agricultural exports. Subsequent difficulties showed that the export-led growth had weak foundations. It did not generate the conditions to sustain development once international tides turned (Korol & Sabato, 1990).

3.1.1. Ideas: Industry Remains Secondary
During the second half of the 19th century, liberalism enjoyed intellectual and political favour among Argentina’s elites. However, in the mid-1870s, a nascent protectionism emerged. A group of young reformers proposed ‘the reform of the political system, the transformation of the agrarian regime and the installation of a great national industry as the basis of economic independence that would [underpin] the political independence of the country’ (Chiaramonte, 1971, 171). After the global financial panic of 1873, several of them promoted important changes in the Customs Law. The group reflected the doctrinal influence of the German Historical School and the American protectionism of Henry Charles Carey (Odisio, 2014).

For its part, the heterogeneity of the productive structure led to an initial division in the business groupings of industrialists. The Centro Industrial brought together the most powerful interests linked to agriculture and livestock, and the Club Industrial represented small entrepreneurs. In 1887 the two institutions merged and formed the Unión Industrial Argentina (UIA), although the internal division of its membership persisted. The organization is, to this day, the spokesperson for industrial interests and has played a key role in forming the group consciousness of its members in their negotiations with the state and the workers’ movement. Its actions concentrated on two topics that reinforced its role as the representative of industrial interests: labour issues and tariff negotiations (Schvarzer, 1991).

Towards the beginning of the 20th century, intellectuals and politicians who worried about the ‘social question’ were influenced, in addition to Historicism, by social-reform positivism. Both positions agreed on the need to make progress on political reforms with a broader role for state intervention. It permitted an initial rapprochement on industry between the ascendent Radical Party, and the intellectuals surrounding the Revista de Economía Argentina (REA), founded by Alejandro Bunge in 1918. Despite some common ground, differences persisted and limited the scope of the transformation urged by both. While those linked to REA stressed the exhaustion of the commodity export model and advocated the need to advance towards a more diversified economic structure, the ‘radicals’ were essentially interested in maintaining social peace. Like the popular Socialist Party, they failed to break with free trade principles, given their sensitivity to the well-being of consumers. Industrialists proposed various financial measures and tariff protection but ruled out a deeper state intervention (Rougier & Odisio, 2023).

The ties of the REA group with powerful business associations became more fluid and they mutually energized each another. As a result, Bunge’s ideas were proclaimed by a sector of growing social importance and political clout, acquiring greater visibility. They were encapsulated in the proposals that the UIA presented at the end of the 1920s, which took a deeper and more complex position with respect to the manufacturing sector, including measures that would be adopted after 1930. Thereafter the issue of industrial development began to occupy a strategic place in the discussions about the transformation of the Argentine economy and its status in the global system.

3.1.2. Policies and Institutions: Trying to Find a Balance
Between 1870 and 1930 the main instrument for the protection of manufacturing production was tariffs. While some authors have stated that the macroeconomic scheme of the ‘conservative order’ was not contrary to the development of local industrial capabilities, import policy evolved more as a response to fiscal problems than an industrialization strategy (Schvarzer, 1993). The tariff system developed after national unification in 1862, when, after a long period of civil wars, the provinces adopted the Constitution that gave birth to the modern Argentine Republic. Import surcharges on mass consumption goods became the main instrument, while export duties became less important. Concerns about the direction of the national economy were only expressed during times of global crisis, particularly when the government needed resources due to the reduction in tax revenues. The peak of protectionism came in 1875, when the approved level of tariff protection was 20%. The debate continued the following year but then abated, following a compromise between the industrialist and liberal positions: tariffs were set at 25%, but with significant exceptions.

The protectionist alternative did not coalesce into a movement able to impose a deeper change in the country’s economic course. The economic success of the agro-export model based on Argentina's ‘special relationship’ as a supplier of meat, wool, and grains to England silenced any alternative voices (Hennessy & Alistair, 1992). Also, exchange rate appreciation made manufacturing imports increasingly cheaper in local currency. While there was no specific industrial financing policy during the period, the larger firms obtained resources from the state or private banks, especially, but not only, based on political ties or motives. For their part, the British adopted a pragmatic strategy: light industrialization in Argentina increased the need for intermediate and capital goods supplied from Britain (Rocchi, 2006).

A new crisis in 1890 led to an increase in protectionism. The rise in duties (applied to final consumer goods) lasted until the following decade. The sugar and wine industries benefited most. Devaluation acted in a similar fashion, increasing implicit protection. But when the currency began to appreciate, a law was passed in 1899 to halt this process by re-establishing the gold standard. After many years of controversy, a General Customs Act was passed in 1905. The scheme sought to stabilize tax revenues. Yet, it did not differentiate products by category, making lower quality products pay a relatively higher duty. Popular consumption goods could thus compete with imports, while more elaborate products continued to be imported. In addition, international inflation made customs revenue lower than originally planned, so the law had to be updated in 1911, 1923 and 1931 (Rougier & Odisio, 2023).

The big local companies requested protection for the goods they produced and exemptions for inputs and machinery they needed. The customs structure that lasted until the 1930s was characterized not only by its instability in real terms, but also by its establishment of a backward protectionism that placed a bigger burden on the import of final goods than on industrial inputs. The result of competing interests was the adoption of a pragmatic protectionism without the abandonment of the baseline commitment to free trade. Thus, the close bond with the British market remained untouched, while support was granted where it did not affect the core interests and power of the agro-exporting landowners (Schvarzer, 1993; Rocchi, 2006).

3.1.3. Manufacturing Evolution: A Subsidiary but Dynamic Sector
From the colonial period until the 1870s, manufacturing production was characterized by an artisan-type organization in a few simple products (leather, salted meat and little more). Expansion came only after the elimination of internal customs barriers and the construction of a railway network. It was driven by global technological and production transformations, the country’s entry to international markets, the massive arrival of workers and capital, and an early process of urbanization as well as the rapid growth of income from the export-led model. Strongly related to this macroeconomic dynamism and economic policy, early Argentine industry was organized around two markets. One was the processing of raw materials for export, in which the meat processing plants stood out, controlled firstly by British and then by North American capital). The integration of the Argentine economy into the world market was made possible by the technological innovations linked to the ‘transport revolution’ in the second half of the 19th century, which significantly lowered the costs of trade. It was also due to technical advances in the processes of freezing meat and, later, of chilled meat in transatlantic ships. The other was the production of simple goods of mass consumption for the internal market, such as food and beverage, clothing and footwear or building materials (Scheinkman & Odisio, 2021).

Manufacturing, especially from the decade of 1890 onward, grew rapidly, just under 8% per year. The food and beverage activities represented more than half of the industrial part of the Gross Domestic Product (GDP) due to the establishment of big factories such as meat processing plants, flour and sugar mills, and wineries. Since then, Argentine industry has developed with two lasting characteristics (Dorfman, 1970; Schvarzer, 1996): First is an economic polarization, involving, on the one hand, a few big companies (some of which were part of diversified corporate groups) alongside an infinite number of small craft establishments and, on the other hand, the agglomeration of manufacturing production in the capital, Buenos Aires. Second is a need for significant amounts of imported materials, required by emerging industrial production. This contrasted with a dominant opinion in the debates at the time, which insisted on the need to boost only the ‘natural’ industries of the country, i.e. those using domestically available raw materials. Such sectors, like food and textiles, did enjoy a take-off during WWI and did substitute imports, while the ‘artificial’ industries that needed imported inputs, like metalworking, suffered a strong downturn (Díaz-Alejandro, 1970).

After the war and until the 1929 crisis, industrial growth accelerated somewhat, to slightly above 8% per annum on average. As a result of the massive arrival of North American and European (especially German) capital, a major expansion took place in new sectors, derived from the second industrial revolution: petroleum, cement, cars, chemicals, pharmaceuticals, phones, printing, among others. This was reflected in the increase of the investment rate, the import of machinery, and the changes in the structure of industrial production. From a microeconomic point of view, this expansion entailed the spread of novel technologies and processes, based primarily on the US model, along with innovations in managerial organization and strategies of penetration in the consumer markets (Rocchi, 2003).

Local diversified business groups lost their relative dominance as some large national companies emerged, like Torcuato di Tella’s Sección Industrial Amasadoras Mecánicas (SIAM) in the machinery industry (Rougier & Schvarzer, 2006). Furthermore, the state took on an increasingly ‘entrepreneurial’ role that came to prominence in the following decades. Thus, Yacimientos Petrolíferos Fiscales (YPF), established in 1922 because of military interests, stands out as the first public oil company of the continent (Solberg, 1982).

3.2. The Rise of Industrialization, 1930-1975
In 1930, Argentina’s industrialization era began (Díaz-Alejandro, 1970; Lewis, 1990; Cortés Conde, 2013). The protectionism of developed countries, the implementation of bilateral trade agreements that destroyed the old multilateral system, and the end of the availability of foreign financing forced the country to look internally for its engine of growth. Little by little, state intervention in the economy increased. What at first was thought to be a temporary situation turned out to be permanent. World War II made it evident that the old era had vanished. The dominant economic theories of the time pointed to manufacturing as the key to growth. The discourse and rationale for the process were designed by the Economic Commission for Latin America and the Caribbean (ECLAC), founded in 1948 by the UN Economic and Social Council (ECOSOC) to promote regional economic and social development, following the examples of similar commissions for Europe and Asia Pacific. ECLAC developed an economic theory that would become known as ´Latin American structuralism´ (Fajardo, 2022). During the following decades the ‘industrial mentality’ became hegemonic (Rougier & Odisio, 2023): few dared to doubt that Argentina was destined to become an industrialized country, although ECLAC did issue warnings about the excesses being incurred, which were not always heeded.

3.2.1. Ideas: The Advance of ‘Industrialism’
In 1930 the first coup d’état in modern Argentina took place: an alliance of political parties known as the ‘Concordancia’ imposed restrictions on democracy that would last until a military government came to power in 1943. In a context of growing restrictions in international trade and capital flows, there was a debate with respect to state intervention and a growing consensus that industry constituted a key for avoiding the pitfalls of a fickle world economy. The longstanding antagonism between free trade and protectionism was attenuated in favor of a limited industrialization. The new solution was forced by international circumstances rather than by the maturity of Argentine industry – though there already were solid foundations for an industrial take-off.

The diverse positions that emerged following the 1930 military coup contributed to broadening the terms of the debate that the REA intellectuals had launched during the earlier period. On the one hand, the nationalists, initially linked to the military government, spoke out forcefully, targeting imperialism, economic dependency and ‘individualist liberalism’ (Rougier & Odisio, 2023). Within the military, now with greater capacity for political action, the idea emerged that the state, through the army, should assume a role in the development of industry (and not only in times of war) – framed in the concept of ‘industrial mobilization’ (Odisio & Rougier, 2020). Other positions were taken by political groups that adopted a more favorable attitude towards the role of the state, industrialization, and rising nationalism. Even the now-marginalized Radical Party assumed a non-confrontational stance, gradually espousing the interventionist policies of the Conservative governments of the 1930s, among others the establishment of grain and meat boards, the creation of the Central Bank, and tax modernization.

Until the late 1930s, the industrial question was defined by these broad considerations. The eruption of a debate over a dirigiste state, economic planning or the public ownership of enterprises had as a corollary that industry acquired a greater centrality, both as a problem and an answer in the new circumstances. The industrialist position concentrated more on specifying which policies would best promote the development of manufactures rather than focusing on gaining greater social acceptance for such promotion. This also encouraged a greater complexity in theoretical approaches. A greater variety of putative experts, many of them engineers, became more vocal in criticizing the absence of adequate policies for promoting industrial development and asserting the great potential of Argentina’s manufacturing sector if more effective measures were adopted. In their view, the chosen macroeconomic policy alone was insufficient to achieve a deeper industrialization; specific institutions and policies were also needed.

Predictions that a possible global conflict could again affect the Argentine economy –a particular concern for the nationalists and the military – became reality at the end of 1939 with the outbreak of World War II, a harsh blow for those—by now few—who still trusted in a ‘return to normality’ of the international markets. The new circumstances and the country’s economic diversification left options: manufacturing was now the economy’s most dynamic and important sector (Sowter & Mason, 2021), bringing to the fore the need to create an industrial policy. During WWII intellectuals, military officers, and businessmen, as well as opinion makers in diverse academic and political fields, debated the ‘national problems’ (Rougier & Odisio, 2023), with respect to topics such as energy or the limits and benefits of industrial development occupying a prominent place. By then, the alleged impossibility of developing ‘artificial’ industries was challenged by a growing number of authors. Despite some important nuances, views converged around the importance of basic industries, such as iron and steel, metalworking, and machine tools, and a related boost to mining and energy exploitation.

In the post-WWII period, the debate moved to politics, given that many of the measures that industrialists had demanded had already been put into practice. An emerging political movement, Peronism, combined in its program the ideas of nationalism and state intervention that had been circulating since the 1930s with concerns about social harmony, ideas that meshed with the need to boost manufacturing activities to maintain a high level of employment and avoid social conflict. The ideas on industry behind the first economic policy after Juan Perón was elected President in 1946 were in line with the REA postulates and distant from extreme autarchic proposals (Rougier, 2012). Although Peronism also picked up some ideas from the military, the progress of industrial activities linked to ‘national defense’ were modest until 1949. Only when faced with a shortage of foreign exchange, did the Peronist government adopt measures aimed at encouraging basic industry – while at the same time upholding a ‘balanced’ development with agricultural activities as a priority. Yet, despite a positive economic response, the political conflict led to a new military coup in 1955.

The military government of the so-called ‘Liberating Revolution’ appointed the ECLAC Secretary General, Raúl Prebisch, as an advisor (Sikkink, 1988). Prebisch was the most internationally recognized Argentine economist of the 20th century. From the 1920s to the 1940s he was a university professor and held several government positions in his country. Later, as the head of ECLAC and, later, of the United Nations Conference on Trade and Development (UNCTAD), he made substantive contributions to the theory and practice of the industrialization of peripheral economies (Odisio, 2022). The ‘Prebisch Plan’ of 1955 criticized the excesses of Peronist state intervention but maintained the view that the state ought to assume a key guiding role in the promotion of industry through encouraging certain activities. His proposals sparked an important exchange of ideas, though the political dimension often overshadowed the underlying theories (Rougier & Odisio, 2023).

In the 1960s there was another debate concerning the limits and possibilities of a more complex industrial development, fueled not only by the lackluster performance of the Argentine economy and its recurring crises but also by growing professionalization in the field of economics. Economists found greater receptivity in the growing number of academic institutions and think tanks as well as multiple public agencies created during the period, enabling them to circulate their ideas and build a new discursive hegemony. In this environment, the intellectual debate focused more on the technical arguments by these professional economists, leaving aside the traditional voices of lawyers, businessmen and politicians, and –to a lesser extent – of engineers and military officers (Rougier & Mason, 2020). Among the particular issues discussed was how to channel the available savings, scattered and badly used; and how to improve the efficiency of the domestic producers of capital goods, so that the internal investment effort was not wasted. The small domestic market prevented firms from taking advantage of economies of scale and the much-wanted modernization required new industrial imports without providing a solution to the perennial scarcity of foreign exchange.

The need to foster the export of industrial goods acquired increasing importance (Rougier & Odisio, 2019). An ‘industrial-export consciousness’ (Rougier & Odisio, 2023) became dominant by the end of the sixties. But while some considered that all industrial exports should be encouraged, others held that it should be limited to a few sectors. The latter proposed – with important nuances– concentrating economic efforts on a reduced set of industries that would allow the full use of domestic productive capacity and make it possible to target new external markets, especially within the Latin American Free Trade Agreement (LAFTA), set up in 1960. However, these innovative ideas could only be implemented partially, given the pronounced political instability, sectoral pressures, and the hard economic needs of the moment.

In the early seventies, Peronism attempted a change in direction toward industrial growth. While their proposals did not suggest upending private property, they nevertheless sought to resolve the economy’s structural limitations by means of a greater state intervention and a more nationalist model of growth (Rougier & Fiszbein, 2006). But, following a decade of uninterrupted growth, the decline in GDP in 1975 confirmed once again the scarcity of foreign exchange as a major structural problem.

3.2.2. Policies and Institutions: The Unfolding of Industrial Promotion
In a pragmatic response to the global crisis unleashed in October 1929, intervention by the Argentine state searched for a buffer against the cyclical fluctuations resulting from external shocks and for employment stability. In both directions, the industrial sector appeared as a solution. The possibilities for improvement were huge, considering the clear delay in the development of some sectors, such as textiles. Several measures were implemented over the course of the decade. Among other innovative policies and institutions, a Central Bank was created, the tax system was modernized, and production boards were set up.

The original hope was that these were only transitory measures. However, the military government of 1943 broke with the state’s earlier stance on industry. A group of officers, intellectuals, engineers, and industrialists implemented ideas that had been maturing since the first post-war period. They focused on industry as the key to solving national problems, achieving greater national autonomy and social justice. Among the first measures were the creation in 1944 of a state development bank, the Banco de Crédito Industrial Argentino, and a specific government agency, the Secretaría de Industria y Comercio, as well as a scheme to promote ‘industries of national interest’ (Belini, 2009). Also, a National Postwar Council was established, reflecting a greater degree of planning than had hitherto prevailed. The main issues to be addressed were the possible closures of factories and massive job losses resulting from the resumption of international trade. Perón’s victory in the presidential elections of February 1946 implied the deepening of that agenda. Industry occupied a central place as the key to add value to or diversify away from the primary sector, strengthen the domestic market to reduce dependence on external ones, avoid unemployment, and achieve a better redistribution of income. The reform of the financial system was the cornerstone from which the government organized the whole economy, with industry as its main beneficiary. Thus, the nationalization of bank deposits made credit policy –directed by the Central Bank– the instrument for promoting certain sectors (Rougier & Sember, 2018).

The First Five-Year Plan (1947-1951) promoted three types of industry: established industries, such as textiles and metallurgy; new import-substitution activities, namely basic chemical and iron and steel inputs; and industries with export potential, like wool or vegetable oils, confirming that autarchy was not an objective in itself. But of the almost thirty laws that made up this Plan, only two were specific to industry: customs reform and industrial promotion. In reality, industrial policy was subsumed under income policy and its performance was tied to the macroeconomic evolution (Rougier, 2012). The government widened the scope of the industrial planning regime created in 1944 and applied a broad criterion that justified the development of almost any industry. Once declared to be of national interest, a series of benefits were guaranteed, lasting from three to five years. These included priority access to foreign exchange, subsidized credit, import quotas, market reserve, tariff protection, and tax exemptions. While the state failed to transform the country’s industrial structure, its actions enabled the accumulation of know-how and technical capacities that would prove vital for subsequent developments in the automobile, iron and steel, chemical, petrochemical, aeronautical, naval, atomic, agricultural machinery, and tractor industries, among others.

Perón was re-elected in 1952. His economic proposals were encapsulated in a Second Five-Year Plan. The approach tried to increase exportable surpluses by limiting domestic consumption and boosting agricultural production, as well as making progress in import substitution. But that strategy was hard to implement given the international and local political context, especially the lack of political support for resorting to foreign capital. Yet, his successor Arturo Frondizi, elected President in 1958, also based his program on attracting foreign investment. Deepening the measures outlined by Peronism and Prebisch, his ‘desarrollista’ (developmental) strategy emphasized a reduction of energy imports combined with the local manufacture of machinery and chemicals.

These objectives were accompanied by a series of legal instruments aimed at promoting investment (particularly, the Foreign Investment Law and the Industrial Promotion Law) and by specific planning bodies, including the National Development Council (CONADE), responsible for implementing development programs in the long term. In terms of specific policies, this meant the liberalization of customs duties on imports of capital goods, tariff protection and limitation of competitive imports, preferential exchange treatment for exports, long-term credits with low interest rates, preferential supply of raw materials, energy, and transport, preferential treatment in purchases by state agencies, and tax exemptions. This new industrial policy sought greater efficiency, openness, and regional decentralization. Despite institutional instability, both the civilian and military governments that succeeded each other in the 1960s deepened that orientation.

However, by the end of the decade it was becoming evident that the ‘foreignization’ of the national economy had led to long term problems in terms of foreign exchange, due, among others, to the outflow of capital to pay for growing imports, the use of patents, and dividends to foreign shareholders. To counteract the growing imbalance measures were adopted to strengthen domestically owned companies (both public and private) and to boost their efficiency to international levels. But the lack of foreign exchange remained a central problem, hindering a more rapid growth of the economy. The new Peronist government of 1973 turned to various alternatives to resolve this issue, though it had to first deal with rising inflation and fiscal deficits. In terms of structural transformation to address the lack of foreign capital, it tried to achieve a more equitable distribution of income with the hope of encouraging domestic production of consumer goods. It also supported the creation of companies with strong export capabilities in basic industries: aluminum, steel, chemicals and petrochemicals, pulp, metalworking and mechanical as well as electronics. Through military-owned enterprises, the state also became directly involved in the steelmaking and petrochemical industries.

3.2.3. Manufacturing Evolution: Sectoral Modernization
Between 1930 and the end of the 1940s, economic growth was led by the traditional industries, especially textiles and, to a lesser extent, food, beverages, and tobacco. While their share gradually declined, at the beginning of the 1950s these sectors still accounted for almost 60% of the industrial GDP. Among the more dynamic branches, the metalworking and chemical industries contributed significantly to industrial development, but they were concentrated in basic activities such as the production of simple metal products and the assembly of cars, and, in the chemical industry, on consumer goods such as soaps, cosmetics, toiletries and paints. Exports recovered in value from the low levels of the 1930s (with an average of 480 million dollars per year). Argentine industry nevertheless kept an inward-looking strategy. To maintain growth, it resorted to local production of items that were previously imported, including first durable consumer goods, then machinery and industrial inputs. The lack of steady and lasting industrial policies and strategies to support the development of local entrepreneurship left the initiative to foreign investors from North America and Europe (Sowter & Mason, 2021). Thus, while domestic industries expanded and substituted for imports, in the more advanced sectors this was spearheaded by foreign multinationals.

In the subsequent decades, even when the Argentine economy as a whole experienced deep instability, the industrial sector eventually moved towards greater complexity. After the substitution of simple manufacturing processes had been completed, the behavior of the different industrial branches started changing in the 1950s (Odisio & Rougier, 2021a). The increase of value added in manufacturing was fueled by certain dynamic industries, such as metalworking, machinery, and chemicals. Their expansion coincided with a growing share of foreign companies, for example in the production of tractors, synthetic fibers, tires, electronic products, or cars. Their investments had positive effects on different regions, encouraging local entrepreneurship and the development of more complex activities. The metalworking, mechanical and electronics industries, for example, improved incrementally from the production of relatively simple goods to machine tools, agricultural and industrial machinery, transport equipment as well as electrical devices and electrical, communication, and electronic equipment. The automotive industry moved from assembly to the production of cars with an increasing share of nationally made parts. Moreover, the interaction of automotive companies with the rest of the economy had a multiplier effect in terms of the level of activity and employment. The same was true for the chemical industry (Katz & Kosacoff, 1989).

Consequently, from 1950 to 1975 imports of capital goods tended to decrease as domestic investment in production equipment increased. This dynamic reflects local improvements that allowed import substitution, which satisfied the demands for ‘accelerated’ investments during the height of the industrialization model (Ferrer, 1989). In a complementary way, the growth and increasing sophistication of industrial production also affected the composition of the country’s exports. For the first and last time, Argentine agricultural products and their derivatives, such as meat, flour, oil, and leather, lost relative importance. The share of the food industries in overseas sales dropped from 90% in 1960 to less than 50% in 1975, while machinery and equipment came to represent 30% (Rougier & Odisio, 2019).

Nevertheless, and despite undeniable improvements, mid-20th century Argentine industrialization suffered structural challenges due to external monetary problems. If the available external financing was scarce for all of Latin America at the time, it was particularly severe in the case of Argentina. As a result, the industrial cycle was strongly attuned to the balance of payments. Manufacturing production needed more foreign exchange than it was able to generate itself. With agricultural exports relatively stagnant, the intensity of the demand for imports established a cyclical pattern of stop-and-go particularly between 1949 and 1975. As described by many contemporary economists, industrial growth generated tensions for the trade balance. Once the international reserves were exhausted, a readjustment of exchange rates became unavoidable. But devaluation, contrary to the results predicted by conventional economic wisdom of that time, did not result in an expansionary impulse. An equilibrium of the external accounts could only be reached by a recession. The resulting fall in consumption released exports (specifically of wage-goods) and, at the same time, contributed to the fall in the industrial demand for imports. But this kind of crisis also led to a regressive redistribution of income.

Nevertheless, in 1975, when the country had 25 million inhabitants, the industrial sector employed one and a half million people in more than 120,000 industrial establishments. Broadly speaking, the trente glorieuses of Western capitalism coincided with the boom of the industrialization model in Argentina – a society that, despite many years of undemocratic and exclusionary regimes and recurring macroeconomic instability, enabled significant upward social mobility and was one of the most egalitarian in Latin America.

3.3. Deindustrialization, 1976 onward
Unresolved economic and political problems erupted in 1976. Thus began the last period, which persists to this day (Della Paolera & Taylor, 2011; Ferrer, 2019). The dictatorship that took power in 1976 implemented a policy of deregulation and privatization. Over the subsequent decades, developments at the global level – the criticism of Keynesianism, the rise of finance capitalism, and the end of the bipolar world – meant that development policy had fewer degrees of freedom. Under the governments following the return to democracy in 1983 industry was increasingly neglected, based on a naive trust (like a century earlier) that comparative advantages would allow the country to accelerate its growth rate – with ultimately disappointing results.

3.3.1. Ideas: The Revenge of Neoliberalism
In the 1970s Keynesian ideas began to lose ground in the international debate, giving way to neoliberal theories, in part as the result of the economic stagnation triggered by the oil crises of the 1970s. Argentine neoliberals, strongly influenced by Hayek, criticized not only the industrialization model but also the redefinitions of economic policy undertaken since the mid-1960s (Odisio & Rougier, 2019). In their view, growing state intervention led to larger economic distortions. While they did not have a prominent public presence before the 1970s, they were waiting for the right moment to put their ideas into practice. 

It is in no way by chance—although it should not be interpreted as its cause—that the absence of important debates on industrial development in Argentina in the following decades coincided with chronic stagnation of the national economy and with a model that, based on ‘market forces’, disregarded collective social welfare. Some heterodox intellectuals were passive in the face of the ‘structural reforms’ that would ultimately become permanent, while others were marginalized from institutional or academic positions. And many were coopted into fervently supporting the changes that neoliberal thought promoted throughout the world (Basualdo, 2002). Moreover, beginning in the 1980s the debate shifted its focus to the pressing problems of the Argentine economy: foreign debt and fiscal deficit. With such urgent concerns, many intellectuals had neither the time or the inclination to engage in debates about long-term strategies. Many adopted a highly critical perspective on state intervention and industrialization in Argentina, and in Latin America more generally. They emphasized the prevalence of a ‘closed’ model of growth that had been ‘exhausted’ by its own dynamic and therefore had to be straightforwardly abandoned rather than amended (Rougier & Odisio, 2023).

Industrial decline led to a situation after 1980 in which the discussions, when they happened at all, were conducted in terms similar to those during the first decades of the 20th century. Public debates now questioned if the country should, or even could, industrialize. While the economic crisis of the early 2000s caused some economists to think again about industrial development (there was even talk of neo-developmentalism), most envisioned a limited strategy, restricted to the processing of local raw materials as the only alternative to the challenges of globalization. This was a return to the idea of ‘natural’ industries, once so debated (and debatable) in the country.

3.3.2. Policies and Institutions: The Dismantling of Development Policies
The economic program established by the last civic-military dictatorship (1976-1983) entailed the abrupt abandonment of the policy guidelines established over the previous 40 years. While the discourse was not anti-industry but rather opposed to state intervention, the dismantling of the regulatory structure led to a ‘premature deindustrialization’ (Rodrik, 2015). The economic policy of those years was volatile and inconsistent. But economic openness, deregulation and currency appreciation made local production lose ground against the onslaught of imports. Contrary to the official discourse regarding efficiency improvements, companies had few avenues for restructuring, so the smallest ones disappeared (Schorr, 2021). The survivors were the big – domestic and foreign– producers of industrial commodities, which had the option of exporting to counterbalance the fall in domestic demand and, as foreign exchange suppliers, were privileged partners of the government.

The situation worsened after the return of the democracy in 1983, with a macroeconomy pressed by the external debt burden, adverse terms of trade, and international financial conditions. The economic discussion, from both the academic and the political sector, put aside the necessity of industrialization in line with the gradual abandonment of classic theories of development. Bank runs and hyperinflation in 1989 and 1990 placed inflation at the top of economic concerns. In 1991 a program of structural reforms was enacted, going even beyond the requirements of the ‘Washington Consensus’ (Williamson, 1990). One of the measures was the establishment of a currency board. The appreciation of the currency and the elimination of the few remaining tariff and non-tariff protections accelerated de-industrialization. The convertibility of the Argentine peso lasted while the privatizations and external credit markets provided funds. In December 2001, a deep financial crisis ended the 10-year monetary experiment.

After 2002, devaluation and a return to a state with more capabilities for intervention allowed Argentine industry to grow again. Many privatizations of the previous decade were reversed (Baer & Montes-Rojas, 2008). International conditions, including China’s insatiable resource needs and increasing role in the global economy, helped maintain a steady economic and industrial growth for many years. On a theoretical level, criticism of the ‘economic reforms’ promoted by the IMF in the 1990s began to spread worldwide. The economic crises that occurred in Latin America, Asia, and Europe up to the global financial crisis of 2008 allowed the revival of ideas that gave legitimacy to new interventionist measures.

In Argentina, more favorable conditions for industrial demand resulted from a reduction in relative costs (devaluation, freezing of utility prices, fall in both wage and financing costs), a significant idle capacity with unemployment, and, later, from improvements in the income generated. In consequence, in 2004 industrial output (in constant prices) finally exceeded the level reached in 1974, meaning Argentine industry had been stagnant for thirty years. However, given the structural features developed during three decades of de-industrialization, it was an assembly-type industry, with the simplest activities (raw materials processing) having an external surplus, while sectors with more complex technologies and production processes usually incurred deficits. Overall, Argentina now exports industrial inputs and imports more complex manufactured goods for consumption or investment. The result is negative in terms of the sectoral balance of payments as well as its future development potential.

Nonetheless, after 2011 a new period of stagnation began, lasting for a whole decade (Schteingart & Tavosnanska, 2021). Harsh external conditions re-appeared, and the attempts to limit foreign exchange outflows without access to foreign borrowing imposed tight limits on the economic policy. Also, inflationary pressures increased. In 2015 a new neoliberal government came to power. Similar to what had happened after 1976 and in the 1990s, the excesses of the state were held responsible for the economic backwardness. Consequently, the government repeated a cycle of deregulation and unsustainable external indebtedness, leading to a new default in 2019, the third one of the current century after 2001 and 2014. The country seems caught in a pendulum between liberalizing and interventionist policies, both equally incapable of breaking long-term stagnation.

3.3.3. Manufacturing Evolution: Towards Deindustrialization
Because of the policies that prevailed from 1976 onward, output grew slowly compared to the rates obtained in the previous period. In 1999, the Argentine per capita GDP barely exceeded the level reached 25 years earlier. The economic stagnation between 1976 and 2001 coexisted with stronger cyclical fluctuations, making crises deeper than before. Industry, which had driven growth for a century, increased by a meager rate of 0.4% annually in the neoliberal era. The manufacturing share of total GDP fell from 33% to 16% over this period.

While developed countries also registered a noticeable deindustrialization, it resulted from different factors: changes in demand composition; increase in overall productivity; improvement, integration, and transformation of industrial activities; adjustments in the international division of labour. Instead, in Argentina, the factors were related to the dismantling of the production system, a growing heterogeneity, and the halt of capital accumulation. The Argentine manufacturing sector lost ground even in the regional context. While industry in Brazil and Mexico managed to continue to grow (even with undeniable difficulties), in Argentina it stagnated completely after 1975.

The changes inside the manufacturing sector were even more dramatic. Sectors most affected were those vulnerable to external competition and those more sensitive to variations in domestic demand. The necessity of reducing costs to face growing external competition resulted in the substitution of investment in domestic equipment for imported capital goods, or in discarding local production for imports of certain inputs or final goods. Companies tried to maximize their market knowledge and power, their trade networks, and the provision of technical support. These strategies disassembled the productive structure by losing economies of scale and specialization and disrupting the network of subcontractors established in the previous decades (Katz & Kosacoff, 1989).

Around 400 companies associated with the processing of natural resources and the production of basic industrial inputs (such as steel, pulp and paper, petrochemicals, and aluminum) that, along with the automotive industry, had been strongly fostered in the past, reached international levels of technology and production. But industry's contribution to domestic output decreased because of the opening of the economy and ‘inverse substitution’, i.e., the import of goods previously manufactured domestically. The big industrial plants were able to export as their domestic market shrunk, and many ended up placing most of their products overseas. In the 1990s, the increase in industrial exports was driven by petrochemical products and cars going to the Southern Common Market (Mercosur in Spanish), which was created by Argentina, Brazil, Paraguay, and Uruguay in 1991. By contrast, the exports of more complex products declined, especially of capital goods, which had experienced a strong expansion in the previous period. At the same time, thousands of SMEs disappeared, and the social outlook was aggravated, particularly in the big cities like Greater Buenos Aires, Rosario, and Córdoba. The surviving firms (around 25,000 without considering micro-enterprises) adopted ‘defensive survival strategies’ in the new scenario (Schorr, 2021).

Two simultaneous processes took place: the concentration of production and the dominant participation of foreign multinationals. Not only did Argentine industry lose relative and absolute significance, but also, instead of gaining complexity, it faced increasing simplification of previously integrated operations. The resulting 21st century industry structure has a predominant focus on the processing of natural resources, such as agroindustry and oil refining. An exception, the automotive sector managed to survive thanks to a special agreement established within Mercosur. But the system also implied a breakdown in the production lines and the concentration on the final assembly of cars and trucks (Schvarzer, 1995). In general, the industrial sector kept its inherited characteristics and problems. Argentina had only a few dominant domestic producers of industrial inputs with some degree of international competitiveness – most of them resulting from efforts made at the end of the substitution period. The industry structure was controlled mainly by foreign firms – due to the exit of local companies following the repeated policies of deregulation and economic openness. Finally, the dis-integration of value chains has generated negative pressures on the sectoral trade balance: when the industrial growth rate increases, more inputs are imported.

In short, the tendencies that began in the mid-1970s continue. The alternatives proposed during the ‘neo-developmentalism’ period under Nestor and Cristina Kirchner’s governments from 2003 to 2015 did not manage to correct the negative aspects of Argentina’s industrial sector and were unable to sustain a steady growth path (Ghibaudo & Raccanello, 2021). Furthermore, these strategies were later reversed. The government headed by Mauricio Macri (2015-2019) promoted economic openness through trade and financial liberalization, (unsustainable) external indebtedness, and the dismantling of most of the industrial policies deployed throughout the Kirchner years. Argentina was swept into a new macroeconomic crisis where the industrial sector took the hardest hit, resulting in a marked decline in production, employment, and the number of companies (Schteingart & Tavosnanska, 2021).


4. CONCLUSION

The case of Argentina demonstrates the impact that ideas regarding industrial development and industrial policy can have on the dynamics of different industries within a country, often in ways unanticipated by policymakers. It also shows the complexity of the factors shaping industrial policy, both domestic and international. The three perspectives (ideas, policies, and results) used in this chapter for the historical analysis show both their interdependence and their relevance for understanding the long-term dynamics of Argentine manufacturing. Examining ideas, policies, and the evolution of industry both separately and together, provides a more balanced view than the one which has prevailed until recently in historical studies on Argentina and other countries in the region.

Thus, in the period prior to 1916, conservative governments adopted a macroeconomic policy which, while trying to favour mainly exports by primary sectors, did not exclude the possibility of industrial development. Rapid economic growth and the arrival of foreign capital did give rise to large-scale industry, with local firms also benefitting as long as they did not jeopardize the British interests. The traditional historiographic view, which held that an excessively liberal policy had precluded industrialization, therefore no longer prevails. At the same time though, the lack of specific promotion policies left the industrial expansion aimless, determined solely by the rapid growth of demand. Yet, the democratic governments in power from 1916 to 1930 did not adopt a more active industrialization policy, despite showing significant concern for the growing social unrest – a pattern that imposed harsh limits on the subsequent economic development.

One of the groups that showed most interest in basic industrial development since the late 19th century was the military. With the 1930 coup d'état their positions were strengthened. The impact of the Great Depression mobilized and unified them with other groups, including parts of the state bureaucracy, certain professions, particularly engineers, and the business community, who shared their concerns regarding the growth of manufacturing,. Yet, despite ideas regarding industrial development becoming more pronounced and popular, politics once again imposed limitations. Thus, at the time, industry was not so much a development strategy as a means of maintaining employment and economic growth. Not coincidentally, the golden age of capitalism after World War II coincided with the height of Argentina’s industrialization. The welfare state and planning were aligned to overcome the fundamental limitation of manufacturing growth: the lack of foreign exchange – a feature, while common to all Latin American countries in the process of industrialization, that was more profound in Argentina.

During the first half of the 1970s, while continuing with import substitution, Argentina began to export thanks to productivity gains. However, domestic politics and the international context once again led to a change in course, and, together with Chile, following the latest military coup in 1976, the country became a global front-runner of neo-liberal policies, cutting short any potential a more active industrial might have had. After the restitution of democracy in 1983, de-industrialization was combined with distributionist policies aimed at placating the Argentine middle and working classes through measures promoting employment and income growth. These required sustained international borrowing, eventually resulting in a series of debilitating defaults since 2001.

Despite this, Argentina retains potential in terms of its natural and human resources and a rich experience of institutions and economic policies that allowed the advancement of numerous important manufacturing sectors in the past. Adapting these to current international conditions could lead to a more beneficial integration of the country into the world economy. On the one hand, the study of industrialization proposals, the corresponding policies and institutions put in place and the results achieved over the last 150 years cannot change the past. But understanding the opportunities the country missed throughout its history can inform current discussions about how to meet future challenges of development more effectively.
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Table 1: Three Periods of Industrialization in Argentina: Overview
	Period
	1870-1929
Industrialization during the agro-export model
	1930-1975
Import-substitution industrialization
	1976-2020
Deindustrialization

	Political background
	Conservative governments under restricted democracy
	Alternating civilian and military governments
	Democratically elected governments (since 1983)

	Ideas
	-Conservatism
-Liberal-reformism
	-Development theory
-Welfare state
	-Anti-state
-Free market ideology

	Policies
	-Export-led growth strategy
-Pragmatic protectionism
	-Protectionism
-Planning
-Entrepreneurial state
	-Deregulation
-Privatization

	Outcome
	-International catch-up
-Beginnings of industrialization
	-Industry maturation
-Socially inclusive growth
	-Macroeconomic volatility
-Industrial backwardness


Source: own elaboration
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