The Invisible Hand of Industry

Introduction

The 21st century has witnessed a renewed interest in
industrial policy, as governments around the world
seek to promote economic growth and competitiveness
in the face of globalization and technological change.
This book provides a comprehensive overview of
industrial policy, drawing on the experiences of East
Asian countries that have successfully used industrial

policy to achieve rapid economic growth.

The book begins by examining the different types of
industrial policies and their impact on economic
growth. It then provides a detailed analysis of the
industrial policies of Japan, Taiwan, and South Korea,
three East Asian countries that have been particularly
successful in using industrial policy to promote

economic growth. The book also examines the impact
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of industrial policy on collective action, such as cartels,
standardization, and research and development

consortia.

The book concludes by discussing the challenges of
implementing industrial policy in the 21st century and
the lessons that can be learned from the experiences of
East Asian countries. It argues that industrial policy
can be a powerful tool for promoting economic growth,
but that it must be implemented carefully to avoid

unintended consequences.

This book is a valuable resource for policymakers,
scholars, and businesspeople who are interested in
learning more about industrial policy. It provides a
comprehensive overview of the different types of
industrial policies, their impact on economic growth,
and the challenges of implementing industrial policy in

the 21st century.

The book is also a valuable resource for students of

economics and public policy. It provides a detailed
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analysis of the industrial policies of Japan, Taiwan, and
South Korea, three East Asian countries that have been
particularly successful in using industrial policy to
promote economic growth. The book also examines the
impact of industrial policy on collective action, such as
cartels, standardization, and research and

development consortia.

This book is a timely and important contribution to the
literature on industrial policy. It provides a
comprehensive overview of the different types of
industrial policies, their impact on economic growth,
and the challenges of implementing industrial policy in
the 21st century. The book is a valuable resource for
policymakers, scholars, businesspeople, and students of

economics and public policy.



Book Description

The Invisible Hand of Industry: Industrial Policy in

East Asia and the Lessons for the 21st Century

In the 21st century, industrial policy has re-emerged as
a key tool for governments seeking to promote
economic growth and competitiveness. This book
provides a comprehensive overview of industrial
policy, drawing on the experiences of East Asian
countries that have successfully used industrial policy

to achieve rapid economic growth.

The book begins by examining the different types of
industrial policies and their impact on economic
growth. It then provides a detailed analysis of the
industrial policies of Japan, Taiwan, and South Korea,
three East Asian countries that have been particularly
successful in wusing industrial policy to promote
economic growth. The book also examines the impact

of industrial policy on collective action, such as cartels,



standardization, and research and development

consortia.

The book concludes by discussing the challenges of
implementing industrial policy in the 21st century and
the lessons that can be learned from the experiences of
East Asian countries. It argues that industrial policy
can be a powerful tool for promoting economic growth,
but that it must be implemented carefully to avoid

unintended consequences.

This book is a valuable resource for policymakers,
scholars, and businesspeople who are interested in
learning more about industrial policy. It provides a
comprehensive overview of the different types of
industrial policies, their impact on economic growth,
and the challenges of implementing industrial policy in

the 21st century.

Key Features:



Provides a comprehensive overview of industrial
policy

Draws on the experiences of East Asian countries
that have successfully used industrial policy to
achieve rapid economic growth

Examines the impact of industrial policy on
collective action

Discusses the challenges of implementing
industrial policy in the 21st century

Offers lessons for policymakers, scholars, and

businesspeople

Audience:

Policymakers
Scholars
Businesspeople

Students of economics and public policy



Chapter 1: The Dynamics of

Industrial Policy

The role of government in shaping

industrial development

The government plays a significant role in shaping
industrial development through various policies and
interventions. Governmental involvement in industrial
development can be traced back to the early days of
industrialization. Governments have been actively
involved in promoting and regulating industries to
achieve specific economic and social objectives. In this
role, governments can pursue different strategies, such

as interventionist or laissez-faire approaches.

Interventionist Approach: Under an interventionist
approach, the government actively intervenes in the
economy to influence the direction and pace of
industrial development. This can involve measures
such as providing subsidies, implementing regulations,
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and establishing state-owned enterprises. The rationale
for interventionist policies often rests on market
failures, externalities, and the need for coordination
and planning. Interventionist policies aim to correct
market imperfections, address social and
environmental concerns, and promote strategic

industries.

Laissez-Faire Approach: In contrast, a laissez-faire
approach involves minimal government intervention
in the economy, allowing market forces to operate
freely. Governments adopting this approach believe
that markets are efficient and self-correcting, and that
government intervention can lead to unintended
consequences and distortions. Laissez-faire policies
typically emphasize free trade, deregulation, and
limited government involvement in industrial

development.

The choice between interventionist and laissez-faire

approaches depends on various factors, including the



specific economic and social context, the level of
market development, and the government's ideological
orientation. Governments often employ a mix of
interventionist and laissez-faire elements, adapting

their policies to changing circumstances.

Industrial Policy Objectives: Governments pursue a
variety of objectives through industrial policy
interventions. These objectives can be broadly

categorized as economic, social, and environmental.

e Economic Objectives: The primary economic
objective of industrial policy is to promote
economic growth and development. This can
involve measures to increase productivity,
enhance competitiveness, and create

employment opportunities.

e Social Objectives: Industrial policy can also be
used to address social concerns, such as reducing

income inequality, promoting regional



development, and ensuring access to essential

goods and services.

e Environmental Objectives: In recent decades,
industrial policy has increasingly incorporated
environmental considerations, aiming to
promote sustainable development and reduce

the environmental impact of industrial activities.

The effectiveness of industrial policy depends on
various factors, including the coherence and
consistency of policies, the institutional capacity for
implementation, and the ability to adapt to changing
economic and technological conditions. Governments
must carefully consider the potential benefits and costs
of industrial policy interventions, as well as their

impact on market dynamics and economic efficiency.
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Chapter 1: The Dynamics of Industrial

Policy

The different types of industrial policies

Industrial policy refers to the range of government
interventions designed to influence the structure,
conduct, and performance of specific industries. These
interventions can take a variety of forms, including
subsidies, tariffs, regulations, and government-

sponsored research and development.

One common type of industrial policy is infant industry
protection. This involves the use of tariffs or other
trade barriers to shield domestic industries from
foreign competition until they are able to become
competitive on their own. Infant industry protection is
often used to promote the development of new
industries or to help existing industries adjust to

changes in the global market.
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Another common type of industrial policy is strategic
trade policy. This involves the use of government
interventions to promote the development of industries
that are considered to be of strategic importance to the
national economy. Strategic trade policy can be used to
promote the development of industries that are
essential for national security or to help domestic

industries compete in international markets.

Industrial policy can also be used to promote the
development of specific technologies. This can be done
through  government-sponsored  research  and
development, subsidies for the purchase of new
technologies, or regulations that require the use of

certain technologies.

Finally, industrial policy can be used to promote the
development of specific regions of a country. This can
be done through the provision of subsidies, tax breaks,
or other incentives to businesses that locate in

designated regions.
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The specific types of industrial policies that are used
will vary depending on the specific goals of the
government. However, all industrial policies share the
common goal of promoting economic growth and

competitiveness.
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Chapter 1: The Dynamics of Industrial

Policy

The impact of industrial policy on economic

growth

Industrial policy is a government intervention in the
economy that aims to promote economic growth and
development. Industrial policies can take many
different forms, but they typically involve providing
financial assistance to businesses, protecting domestic
industries from foreign competition, and promoting

research and development.

The impact of industrial policy on economic growth is a
complex issue that has been debated by economists for
many years. Some economists argue that industrial
policy can be a powerful tool for promoting economic
growth, while others argue that it can be harmful to the

economy.
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There is some evidence to support the argument that
industrial policy can be beneficial for economic
growth. For example, a study by the World Bank found
that countries that implemented industrial policies
experienced faster economic growth than countries
that did not. The study also found that industrial
policies were more effective in promoting economic

growth in countries with strong institutions.

However, there is also evidence to suggest that
industrial policy can be harmful to the economy. For
example, a study by the International Monetary Fund
found that industrial policies can lead to lower
productivity and higher prices. The study also found
that industrial policies can benefit powerful companies

at the expense of consumers and taxpayers.

The impact of industrial policy on economic growth is
likely to depend on a number of factors, including the

specific policies that are implemented, the institutional
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context in which they are implemented, and the

macroeconomic environment.

In general, industrial policies are more likely to be
successful in countries with strong institutions and a
sound macroeconomic environment. Industrial policies
are also more likely to be successful if they are targeted
at specific industries or sectors that have the potential

to generate significant economic growth.

However, it is important to note that industrial policies
can also have unintended consequences. For example,
industrial policies can lead to higher prices, lower
productivity, and a less competitive economy.
Industrial policies can also benefit powerful companies

at the expense of consumers and taxpayers.

Therefore, it is important to carefully consider the
potential benefits and costs of industrial policies before
implementing them. Industrial policies should be
designed to target specific industries or sectors that

have the potential to generate significant economic
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growth. They should also be implemented in a way that

minimizes the potential for unintended consequences.
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This extract presents the opening three

sections of the first chapter.

Discover the complete 10 chapters and
50 sections by purchasing the book,

now available in various formats.
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