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Industrial Policy: Recent Developments, Effectiveness, Objectives, and the Focus 
on Creating Good Jobs.  
Maybe you can hear me, but I cannot hear you. If you can hear me, good afternoon 
everybody. 
Okay, I'm going to share my presentation and hopefully by the end of my presenta-
tion something will happen and I will be able to to hear your end as well. I gather 
that you can hear me. 
So I'm delighted to be with you to talk about industrial policy. I'm sorry I couldn't be 
there in person. I want to start with a broad overview of what I want to say. 
There has been a lot of new developments in industrial policy. Some of it has to do 
with the actual research of industrial policy which has really taken off in the last cou-
ple of decades. And one of the messages that I'd like to give you is that the most the 
recent generation of research in industrial policies is quite encouraging with regard 
to whether industrial policy can work or at least its effectiveness. And I'm just going 
to give you some examples. 
But you know, point number one is that the recent evidence on industrial policy is 
that it is often effective in achieving the kind of structural transformation in produc-
tion and technology that it often targets. With regard to the practice of industrial pol-
icy, we of course, you know, are in a world where now industrial policy is targeting a 
variety of objectives. Whether it's sort of the traditional objective of innovation now 
increasingly occurs for several decades, the green transition now, worries about na-
tional security, supply chain resilience, and of course issues about, you know, how 
do we create good jobs and help lagging regions. 
These are all a variety of objectives that that industrial policy has targeted. I think, 
you know, the second key message that that I'd like to give is that it's very difficult to 
kill multiple birds with a single stone. That as we keep our eyes on these different 
objectives we also have to realize that they each require different types of policies 
and different types of industrial policy. And here there is a bit of a tension between 
the political logic and the economic logic of industrial policy. The political logic of in-
dustrial policy is that we want politicians often want to sell industrial policy as some-
thing they can that can serve a variety of different types of objectives. And the eco-
nomic logic suggests that that might often not work. And therefore, there is this kind 
of tension as to what can be politically quite appealing is often not economically the 
most appropriate type of industrial policy. The third message focuses specifically 
with regard to one of what I think is a key target for industrial policy that I think 
should receive much more explicit attention. And that's the focus of creating good 
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jobs. I mean I truly think good jobs are the foundation of a middle-class society. And 
I think that the disappearance and the weakness of good job creation has been 
linked to a variety of economic, social, and political ills in our societies. And I think 
we need a kind of industrial policy that targets directly good jobs. And in that con-
nection, I want to make sort of three suggestions as to, you know, how we need to 
rethink our industrial policies with that objective in mind. One is being much more 
explicit that we need to give innovation a certain direction. 
That it's possible for the government, for the public sector to incentivize a labor-com-
plementing technological innovation. That is a kind of innovation that is particularly 
friendly to workers.  
Second, to think about industrial policy in a sort of not just in terms of, you know, like 
subsidies, but to think about it as a variety of services and public inputs that govern-
ments at all levels provides to assist production, technological innovation, and so 
forth. And then finally, to think about industrial policy not as a system whereby bu-
reaucrats or governments are setting targets and policies from the top down, but as 
more as a kind of a process of collaborative iterative cooperation between govern-
ment agencies and private stakeholders. 
So some these are some of the sort of, you know, top, you know, broad ideas that I 
want to get across in my presentation. 
So we have a fairly well developed economic theory of industrial policy that sort of 
focuses on the need to internalize learning and migrations for workers. And the typi-
cal approach is to think about subsidies as going to internalize those kinds of exter-
nalities. And because traditionally you've thought about those externalities being 
mostly taking place in the context of advanced manufacturing and high-tech sectors, 
that typically industrial policy has focused on those types of sectors. And then of 
course there's the much of the practical discussion, policy-oriented discussion of in-
dustrial policies focuses on the risks, the downside. It's actually come in two forms. 
One is that the governments cannot help may not have adequate information about 
where those externalities, where those market failures are, and that political capture 
and this you know, traditional critique of industrial policy in the form of governments 
cannot pick winners. And then the second somewhat different critique, which is that 
even if the government in principle were able to do that, somehow when the govern-
ment gets into that there's this difficult the process will be overtaken by cronyism 
and rent-seeking and that political capture. And I'll also cite one example in the con-
text of Solyndra in the United States. And therefore, in that context, there's a variety 
of prerequisites that industrial policy if it is to be effective has to satisfy. That the 
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governments have to have adequate information, that it is it has to keep firms at 
arm's length, and that this relationship has to be one of strict conditionality and disci-
pline. And one reason that in this traditional take on industrial policy, we think East 
Asia has been successful is because we think of East Asia as a kind of a hard state 
where governments have been able to effectively impose this discipline on firms. 
And the empirical evidence until very recently was that that you know, we don't have 
a lot of evidence that actually industrial policy works. Now, my basic point in this 
short presentation is really to say that this traditional take on industrial policy is quite 
out of date. And I want to sort of draw for you a picture of industrial policy that is 
much more contemporary and much more up-to-date. 
Let me start actually with the with the evidence.  
And I think probably the most significant and important case of industrial policy suc-
cess in recent decades has been the renewables success story. Now, this is inter-
esting because actually Germany was at the forefront of industrial policy and en-
couraging renewables starting in the late 1990s and then out into the 2000s. But this 
has become increasingly a Chinese success story. China was a relatively latecomer 
compared to Germany, but for reasons that are not entirely clear to me, I think has 
to do with the global financial crisis and how after 2008 Germany moves much more 
towards fiscal austerity and de-emphasizes green industrial policies. That after that 
date it's increasingly China that takes over. 
And in the context of you know, sort of the Chinese renewable success story, the 
basic features of this is that basically the combination of expansive industrial policy 
in China with the learning curve has created a kind of a virtuous circle of subsidies 
leading to capacity increase, generating learning by doing, which reflects itself in re-
duction in costs, which allows prices to come down and expansion of markets and 
that capacity expansion and so forth. And this has been not just a commercial suc-
cess for China as a whole, it's been a global success because given the climate ex-
ternalities, that this renewable success story it's created with a slashing of the cost 
of solar and wind energy and electric vehicles and batteries.  
It's important to understand that China's industrial policies were much more than 
subsidies. And it incorporated a variety of instruments, public venture capital, di-
rected credit, public investment, regulatory changes. And these policies were explic-
itly experimental. And there was self-conscious experimentation going on with differ-
ent provinces, different municipalities, essentially being encouraged to experiment 
around the different kinds of policies. And there was this mutually supportive and oc-
casionally competing roles of the national, provincial, and municipal governments. 



 

Transcript: 
Old and New Industrial Policy · Keynote Dani Rodrik, Harvard University, 2025/05/13 · Seite 4 von 8 

And the approach was very heavily cooperative both across different levels of gov-
ernment, but as well between governments and businesses. And public venture cap-
ital firms played a very critical role there alongside subsidies. And we now have now 
a variety of evidence that suggests that these policies were effective in in generating 
significant spillovers and cost reductions.  
Another very different area where we've had recent evidence that suggests indus-
trial policy works is actually regional policies or place-based policies. We have a va-
riety of policies, a variety of papers or studies focusing on the UK and Italy and 
somewhat more descriptive case studies of local economic development policies in 
the United States that suggest that sort of these local economic development poli-
cies, which are often cross-sectoral coalitions across different types of agencies, 
public, private sector collaborations, can be actually quite helpful in generating em-
ployment and structural change in desired directions. So the more recent evidence 
whether we look at sort of the very big successes in the green industrial policy area 
or sort of the local economic development policies suggests that many varieties of 
policies work. 
But of course, often they do not work. 
And you know, probably in in the United States, the one thing that sets industrial pol-
icy, green industrial policy back for quite many years was the failure of Solyndra, 
which was a kind of a flagship supported firm during the Obama administration that 
eventually failed. But I think, you know, what the very public failure of this firm, I 
think in a way tarred the industrial policy experience in a way that if the process had 
been managed politically much more deftly could have been avoided because ulti-
mately, of course, these various loan and other government supports that the gov-
ernment were engaged in were not predicated on the idea that each one of them 
would necessarily succeed. And it was in the very nature of such programs in high 
technology that some of them will fail. 
And I think the real standard for industrial policy is not whether governments can 
consistently pick winners, but whether they're able to let the losers go. And Solyndra 
I think was a failure only to the extent that it could have been avoided with what was 
known about the nature of technological and or was actually allowed to persist for 
too long and there are some elements of that. But it's worth noting that during the 
same period, Tesla received a similar loan from the US government and of course, 
it's been a success that has been. So I think ultimately in the management of indus-
trial policy, political management is very important in the messaging to make sure 
that the public understands that by the very nature of the technological innovation 
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efforts in this area, the what matters is not that each individual effort pays off, but 
that the project as a whole, the portfolio as a whole works. 
So I think we've now luckily moved away from this very unproductive debate about 
whether government should have industrial policy to, I think, a much more interest-
ing, much more productive, much more useful debate about how industrial policy 
should be conducted. And let me say a little bit more about where I think we're 
learning from actual practice and evidence about some of the design elements of in-
dustrial policy. 
I think one direction that we need to understand which we've seen in the most suc-
cessful programs of industrial policy is that we want to think about industrial policy 
not just or even exclusively or not just in terms of subsidy programs, fiscal incen-
tives, tax incentives. And I think often when we think about industrial policy, we fo-
cus much more on these fiscal incentives. But effective programs typically rely on 
the provision of customized public inputs. And those public inputs might come in the 
form of coordinating different types of public services, investment in specific types of 
workforce or management training, providing various business services, technology 
grooming, regulatory assistance. 
And it's not thinking too broadly. 
But that the right frame of mind for thinking about industrial policy is how can the 
government or government agencies unlock the ability of the private sector to under-
take the requisite investments. And sometimes that's done through better coordinat-
ing services that already exist by investing in workforce, providing greenfield, provid-
ing business expansion services, management training, or regulatory assistance 
and so forth. So compared to these other kinds of public assistance, the subsidies 
often tend to be not as cost-effective. So I think this is one kind of transition in the 
way that we're learning about what works in industrial policy is more kind of a portfo-
lio of public services rather than simply tax incentives. 
A another area where I think we need to pay a lot more attention to is how to design 
industrial policies specifically for good jobs. And I pay specific attention to good jobs 
because the disappearance of good jobs has been linked in empirical work to a vari-
ety of social and political malfunctions. Rising rates of crime, addiction, broken fami-
lies, suicide, support for right-wing and nativist political movements, increasing au-
thoritarian values. And I think it's not unfair to say that many of the crises of our de-
mocracies are linked to the increased fragility of economic social insecurity that our 
middle classes are experiencing and due to these anxieties related to good jobs. 
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And I think it's important to think about industrial policies as a complement to invest-
ments in human capital or workforce training. Because I think what the evidence we 
have is that there is a complementarity between investing in good firms and invest-
ing in good jobs. And I think that the role of industrial policy in this connection is to 
complement investments in training and human capital by generating the demand 
for the types of workers. 
(…) 
Now when we take a good jobs perspective, we give a good jobs focus on industrial 
policy. Then the whole term industrial policy has some sort of a degree of that be-
cause we really whether we like it or not, this is a kind of a fact that the employment 
the bulk of employment is currently and will in the future be generated in services.  
So while some of the traditional motivations for industrial policy, whether it's the 
green transition or innovation, supply chain resilience, national security, those may 
still require a focus on manufacturing, but the jobs themselves are not and will not 
be in manufacturing. I think this was a kind of a misplaced focus of Biden era indus-
trial policy, particularly the chips which focused exclusively on manufacturing. And I 
think there's a similar need to shift the focus in European industrial policy discus-
sions as well. With focuses on national security, digitalization, green transition, these 
are all important objectives. But it's important to understand that they will not ad-
dress the issue of good jobs. And good jobs require industrial policies that are tar-
geted directly the sectors where the jobs are going to be. And those are services. 
So, I think when we look at the international you know, context, we see that even 
countries that have been extremely successful in competing globally in manufactur-
ing, the share of jobs that are generated in manufacturing has fallen. 
The focus here is on mostly South Korea, for example. If you look at the charts from 
circles or China of course, which is the main country that we're talking about when 
we're talking about manufacturing competitiveness. China has lost more workers in 
manufacturing in the past decade than exist in Germany in total. 
So you know, this fact of job loss in manufacturing is something that's is very difficult 
to avoid. And one has to acknowledge that if we turn also to the future, these num-
bers are for the United States, but I imagine many similar numbers would apply to 
Europe as well. 
That is that that the bulk of future occupations and the largest occupations in the fu-
ture are going to be in services and non-tradable services, whether it's home care or 
long-term care, fast food and counter workers, retail workers, warehouse workers, 
cares, customer service representatives and so forth. And most of these jobs 
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actually do not require college education. So the notion of just simply investing in 
education and the capital is not going to solve the problem of creating good jobs in 
these kinds of service, these kinds of occupations.  
So I think the only way that we can meet the challenge of providing good jobs in 
these services is actually by making those kinds of jobs more productive. And that I 
think is going to require a dedicated effort to reorient or orient a technological inno-
vation in a more labor-friendly direction. And I think this is something that you know, 
governments have not yet focused on. You know, innovation, there is defense-re-
lated innovation, national security related innovation or green innovation as a spe-
cific direction. 
But we can also think about governments incentivizing labor-friendly technologies 
and in ways that can actually make lower educated or less paid workers in long-term 
care or retail, or education be able to perform much more sophisticated tasks, per-
form a variety of tasks, increase their productivity in a way that would support the 
creation of better-paying, higher quality jobs. 
So in the US context, for example, I've argued that the US needs an ARPA-W for 
workers. We have an ARPA for defense, we have an ARPA for biomedical research 
and health sciences, we have an ARPA for clean energy. But there's been no ARPA 
for workers that sort of focuses on how to move technology in the direction that's 
more labor-friendly. 
And finally, I think going back to some of the things that I've said earlier, I think in-
dustrial policy has to be reconceptualized as something that's a process that is not 
simply a kind of a top-down arm's-length ex-ante selection of winners or sectors or 
firms with hard conditionality. It's in fact and China's experience in industrial policy 
has been much more one of strategic collaboration, it's much more iterative, where 
the role of the public sector is sort of loosely setting a broad set of goals, engaging 
in a process of discovery with the private sector as to which public inputs are miss-
ing and being able to provide those in a kind of a coordinated way. Conditionality 
takes a kind of a soft form rather than a hard form, given the impossibility of predict-
ing technological trajectories very specifically. And because of that, there's a pro-
cess of monitoring, goal revision, iteration that takes place around these things. So 
such practices already exist both at the national level in terms of how for example, 
technological innovation has been fostered by the DARPA system in the United 
States, as well as local economic development coalitions and work that's been done 
in in the US. But I think those practices have to be integrated and scaled up into a 
sort of broader understanding of how industrial policy works.  
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So just to just to finish up, returning back to sort of how our traditional take on indus-
trial policy is now being re-conceptualized, I think our objectives in some senses are 
broader. I think it's not enough to think about simply externalities as failures, but I 
think we need to coordinate the provision of public services and public inputs and 
moving from subsidies to the provision of these inputs, expanding the focus from 
manufacturing and high-tech sectors to labor-exploiting services and labor-friendly 
technologies, being able to sort of understand that the risks are manageable in 
terms of the risks of lack of information and political capture. And that many of these 
supposed prerequisites are actually capabilities that are built and need not be pre-
sumed. And that we've seen how this this actually happens in real cases. And fi-
nally, ending up where I finished, I think there's a major reconsideration going on 
about whether in fact industrial policy works. And I think right now we would have to 
revise our priors from industrial policy rarely works to often it does work, although 
the context is very critical. And it takes a lot of work to adapt these practices to the 
local context. 
So let me stop here. I feel a little bit like I've been giving a monologue as I can't hear 
anything from over your end, but I hope that the (…) I'm just going to stop here. 
 
 
 


