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1. Introduction 
 
Australia’s continued economic prosperity requires stronger economic policy. Over the last decade the 
Australian economy was underpinned by a temporary boom in commodity prices and an unsustainable rise 
in public and private leverage. The result is an economy that is now seriously indebted, dangerously 
unbalanced and stuck in a rut of low domestic growth and falling export prices.  
 
Yet last year, when the Business Council of Australia proposed policies to boost the competitiveness of 
Australia’s most promising industries, they were met with an immediate backlash. The proposal was labelled 
“industry policy” by academics, journalists and public servants who lined up to condemn it as unsound and 
unwise. The Productivity Commission summed up the objection in unequivocal terms: “Policies that seek to 
support designated priority sectors unavoidably risk disadvantaging more competitive activities.”1 
Translation: the only good industry policy is no industry policy.  
  
But, like many orthodoxies, the ban on industry policy is a rule observed mainly in the breach. Industry policy 
has been stubbornly persistent around the world and widely practiced even within the countries of its 
harshest critics. And in the past few years, it has experienced a resurgence. In the aftermath of the global 
financial crisis, governments in Britain, Germany, France and the United States all turned to industry policy 
as a key weapon in the battle to pull their economies out of a protracted economic slump.  
 

 
 
Riding high on a commodity price boom, Australia escaped much of the post-GFC slump that affected many 
other developed economies. But as the saying goes, it’s only when the tide goes out that you discover who 

                                                           
1 Productivity Commission (2015) Trade and Assistance Review, 2013-14. Released June 2015.  

SOURCE: ABS, AlphaBeta
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has been swimming naked. Commodity prices have plummeted over the last two years, exposing the 
underlying weakness in our economy. Our export base – now dominated by a handful of commodities – is 
more concentrated than at any time since the Korean War wool boom. Our non-resource exports have fallen 
by nearly a third as a share of our economy.2 And our living standards, as measured by real net national 
disposable income per capita, have been falling for nearly three years - the longest stretch of declining living 
standards since the 1970s.3 
 

Australia needs a new model of economic 
growth … Macroeconomic stability is a 
necessary condition, but it is not sufficient. 
 
Australia needs a new model of economic growth. It has to be a sustainable and balanced growth model 
based on high-skilled, competitive, globally-connected business.  Government has a unique role to play in 
developing this model. Macroeconomic stability is a necessary condition, but it is not sufficient. The 
government needs to help create the environment and help develop the capabilities that this model will 
require.  
 
But active industrial policy should be guided by a practical sense of what works, not the result of a messy 
compromise between rent-seeking businesses and purist bureaucrats. In that vein, this paper reviews the 
literature and the experience of industry policy Australia and other countries. It is true that industry policy 
can be implemented poorly, and there are many cautionary examples of wasted money and misdirected 
effort. But industry policy can also be done well. Many countries around the world have implemented 
policies that have improved business conditions, encouraged investment, lifted exports, promoted new 
technologies and increased economic growth. Our research suggests seven rules to help shape future policy 
efforts. 
 

Active industrial policy should be guided by 
practical experience of what works, not the 
result of a messy compromise between rent-
seeking businesses and purist bureaucrats. 
 

 

 
 
 

                                                           
2 Between 2000 and 2014, non-resource exports (including services, manufacturing and agriculture) fell as a share of 
total exports from 69 per cent to 48 per cent.  
3 Real net national disposable income (RNNDI) per capita is the best statistical approximation of what is commonly 
referred to as Australia’s ‘living standards’.  
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2. Why ‘old’ industry policy had to die 
 
Industry policy got a bad name in the 1970s.4 Many developing countries had turned to industry policy after 
the Second World War as a short-cut to rapid industrialisation. In particular, several Latin American nations 
hiked their tariffs to shelter their industries from foreign competition. And many of the so-called East Asian 
Tiger economies developed industry policy programs to turbocharge their export sectors.  
 
The wisdom of these policies began to be questioned in the 1970s when Latin America fell into a prolonged 
slump. After Japanese economic growth hit a brick wall in the 1990s, industry policy fell out of fashion. 
Academics weighed in with studies finding that protected sectors showed no better productivity or 
sustained growth than other industries.5  
 
Governments didn’t help themselves. Often there seemed no rhyme or reason as to why some industries 
were receiving support and others were not. Sometimes there was waste. And occasionally there was 
evidence that government support had been captured by vested interests and crony capitalists.6 As Peter 
Mandelson, former UK Business Secretary, described it, industrial policy became not so much a case of 
governments picking winners, but rather losers picking government. 
 
The accumulating evidence led many economists to reject industry policy. Some came to believe that 
industry policy could never work. Others thought it had merit in theory, but politicians could not be trusted 
to put it into practice. The economic fashion shifted towards a new doctrine, known as the ‘Washington 
Consensus’, which proposed that government should stay out of markets.  
 
 
 
 

3. Why industry policy is coming back  
 
Today, industry policy is experiencing a comeback, although not necessarily in the same form as the old 
import substitution and export promotion approaches. Industry policy used to be thought of as a relatively 
narrow set of policies – tariffs, subsidies and tax concessions – applied to specific firms or industries. But 
today there is renewed interest in a broader range of industry policies motivated by a new series of 
challenges: 
 

                                                           
4 The Productivity Commission Act 1998 defines government assistance to industry as: … any act that, directly or 
indirectly: assists a person to carry on a business or activity; or confers a pecuniary benefit on, or results in a pecuniary 
benefit to, a person in respect of carrying on a business or activity. 
5 See for example, Krueger, A., and B. Tuncer, “An empirical test of the Infant Industry Argument,” American 
Economic Review, 1982, 72 (5), 1142–52. 
6 See for example the case of low productivity Indian manufacturing firms supported with protection in Krugman, P. and 
M. Obstfeld (2009), International Economics: Theory and Policy, Seventh Edition. New York: Pearson-Addison Wesley. 
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Slowing global growth 
 
During the global financial crisis, governments around the world stepped in with massive monetary and fiscal 
stimulus policies to put a floor under their crumbling economies. But when the crisis passed, growth didn’t 
return. Rather than experiencing a post-recession bounce, many advanced economies slipped into a 
protracted slump. The business cycle seemed broken. Some called it a ‘secular stagnation’, others even 
claimed it was a mild ‘depression’. 7  
 
The slump exhausted the fiscal reserves of many advanced economies and seemed impervious to monetary 
policy. Many governments turned to industry policy as another way to get their economies moving. 
Policymakers sought to lift growth through investments in infrastructure and skills and incentives for 
innovation. The usual orthodox objection to industry policy was that government intervention would merely 
displace private sector activity, but this criticism didn’t bite in an environment of low investment and high 
unemployment.  
 

Many governments turned to industry policy as 
another way to get their economies moving. 
 
Thanks to the mining boom, Australia didn’t experience the same stagnation that affected Europe and 
America after the crisis. But as the boom wanes, it is now our turn to face the challenge of slow growth. The 
IMF recently released its report card on the Australian economy, which concluded that our “growth 
outperformance is ending”.8 This challenge to “find new sources of growth as the resources investment 
boom fades” is an explicit objective of the industry policy launched by the Abbott government last year.9 
 

 

                                                           
7 Krugman, Paul. (2012) End this Depression Now!, Norton Books.  
8 IMF (2015) Australia: Concluding Statement of the 2015 Article IV Mission, June 24, 2015 
9 Australian Government (2014) Industry Innovation and Competitiveness Agenda Report: An action plan for a stronger 
Australia, Department of Prime Minister and Cabinet, October 2014 . 
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Structural imbalances 
 
‘Imbalances’ was the buzzword of the post crisis era. For the United States and many European countries 
these imbalances took the form of massive trade deficits financed by mounting national debts. China, Japan 
and Germany faced the opposite challenge: huge trade surpluses and relatively weak domestic demand. 
Many countries looked to industry policies to help address these imbalances. For example, the United States 
tried to boost manufacturing and exports, while China stimulated domestic consumption and encouraged 
growth in service industries.  
 
Australia had a related, but different, imbalance of our own. During the boom, many non-resource industries 
were decimated by rising costs and the appreciating exchange rate. Our exports became dominated by 
resources which introduced significant volatility to our terms of trade and nominal GDP.  
 

During the boom, many non-resource industries 
were decimated by rising costs and the 
appreciating exchange rate. 
 
Australia walked into this situation willingly. We reaped the profits of the mining boom and watched idly as 
it crowded out many other industries. We let the rust-belt manufacturing suburbs around Sydney and 
Melbourne be transformed from red-brick factories into red-hot real estate. As our share portfolios grew in 
value, we weren’t troubled that the ASX became a dysmorphic combination of bulging finance and mining 
stocks that grew to consume more than half the index.  
 
This laissez-faire approach was summed up by the Chairman of the Productivity Commission, Gary Banks, 
who squashed any notion of supporting non-resource industries: “precipitate actions based on a view that 
heightened demand for commodities is likely to be short-lived could prevent Australians from reaping fully 
the higher income benefits from the upswing. In any case, just as the expansion of mining has seen the 
(relative) contraction of manufacturing, its ultimate contraction could be expected to favour the 
competitiveness and growth of non-mining sectors again, irrespective of government assistance.”10 
 
Without diminishing the excellent record and contribution of Gary Banks, this approach now seems 
unfortunate. The problem with his argument is that he assumed that when the mining boom was over, the 
manufacturing industries would quickly bounce back. But this misses the key insight that has emerged from 
trade theory over the last two decades, i.e., that firms face one-off costs to establish themselves in export 
markets.11 Once an export market has been lost, it can be costly and difficult to win it back.  
 
This is precisely what has happened for many of Australia’s non-resources exports. For example, before the 
boom Australia’s wine industry was conquering the world. Lindemans, Jacobs Creek, Rosemount, Hardy’s 
and many other Australian brands offered unbeatable quality and value. But as the rising dollar made 
Australian wine more expensive in foreign markets, other ‘new world’ producers moved onto our patch. 
“We have lost the fight to Chile and Argentina and I don't think it will ever come back," says Peter Toohey, 

                                                           
10 Gary Banks (2008) Colin Clark Memorial Lecture, University of Queensland, Brisbane, 6 August 2008.  
11 See Melitz (2003). 
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the managing director of Beelgara Estate. Today retailers in Britain and the United States devote less than 
half as much shelf space to Australian wine as they did ten years ago. It will take a lot of time and effort 
rebuild customer relationships, regain shelf space and win back market share.  
 

We were operating on the assumption that, 
once the mining boom passed, low interest rates 
& a falling dollar would be enough to bring the 
non-resource sectors dancing out of their graves 
 
In eschewing industry policy during the boom, we were operating on the assumption that, once the mining 
boom passed, low interest rates and a falling dollar would be enough to bring the non-resource sectors 
dancing out of their graves. But no such resurrection is occurring. Investment in non-resource sectors 
remains woefully weak. And it will be a long road ahead for our non-resource exports to regain the markets 
they have lost.  
 

Market failure 
 
The global financial crisis exposed a giant market failure at the heart of many economies. Financial markets, 
which we rely upon to allocate capital across the economy, weren’t always efficient. Too much capital was 
directed to real estate and speculative investment, and too little capital to business formation and 
productive investment.  
 
More broadly, there was a recognition that governments have a role to play in developing our national 
capabilities beyond the level that would naturally be provided by the private sector. In particular, the 
market, left to its own devices, may provide too little infrastructure, education and innovation. Innovation is 
the lifeblood of modern economies. But financiers may only fund innovative activity up to the level where 
they see clear benefits for themselves, rather than support additional activity which may have broader 
benefits to the whole economy. This presents a clear case for government to “correct” the market failure 
through incentives for innovation. 
 

No such thing as non-discriminatory policy 
 
Consciously or not, government is always engaged in industrial policy because few policy changes can be said 
to impact all industries equally. Governments are inevitably involved in shaping the economy, both by what 
they do and what they do not do. For example, poor macro-economic management will discourage cyclically 
sensitive industries and active monetary policy can have a greater effect on interest-sensitive sectors. 
Education, health and defence and many other policy areas shape the economy and impact different 
industries in different ways. As Joseph Stiglitz has written, “All governments have an industrial policy, explicit 
or otherwise. The only difference is between those who construct their industrial policy consciously, and 
those who let it be shaped by others, typically special interests.” 12 

                                                           
12 Stiglitz, Joseph E. (2014). Creating a Learning Society: A New Approach to Growth, Development, and Social Progress 
(Kenneth Arrow Lecture Series) Columbia University Press. Kindle Edition. 
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4. Resurgence of industry policy around 
the world 
 
Australia has pursued a range of industry policy objectives over the last ten years. The Rudd and Gillard 
governments stepped in to fund industry skills (Trades Training Centres 2008), prop up the car industry (the 
New Car Plan 2008) and boost the renewables industry (Clean Energy Future 2011). In the past year, the 
Abbott government has touted programs to support exports ($50 million over four years for Export Market 
Development Grants), small business (more than $5 billion for tax cuts and depreciation allowances), skills 
(Industry Skills Fund of $476 million over four years) and to create special industry ‘roadmaps’ for five 
‘priority’ industries (agribusiness, mining, energy, advanced manufacturing & medical).13  
 
In Australia direct industry policy is significant. In 2013-14, estimated assistance to industry from tariffs was 
$7.9 billion in 2013-14 in gross terms and Identifiable and quantified budget and tax-related support to 
industry amounted to $9.1 billion. But beyond these traditional measures of industry policy, all policies that 
contribute to the success or failure of Australia’s industries are much broader, including skills, infrastructure, 
regulatory and other areas of social, economic and environmental policy. 
 

 
 
 
Since the global recession of 2008-9, there has been a resurgence of industrial activism around the world, 
with many governments implementing new and innovative industry policies.  

                                                           
13 Australian Government (2014) Industry Innovation and Competitiveness Agenda Report: An action plan for a stronger 
Australia, Department of Prime Minister and Cabinet, October 2014 . 
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Examples of International industry policy  

Japan Japan has recently outlined a new industrial policy plan (METI, 2010) targeting a 
deliberate movement away from a ‘monopole’ structure based on automobiles and 
electronics to a structure based on five strategic areas: infrastructure-related and 
infrastructure system exports; environmental/energy problem-solving industries 
(including green vehicles); culture (fashion, food & tourism); medical and healthcare; 
and advanced areas traditional to Japan (robotics, space, aerospace). 

Korea Korea, a traditional proponent of active industrial policy, has recently developed 
sector-specific strategies for those sectors it considers to be its flagship industries: 
automobiles, shipbuilding, semiconductors, steel, general machines, textiles and parts 
and materials. In addition Korea has also set out a number of priority growth engines 
for the future. Based on an analysis of where it believes its comparative advantage 
lies, Korea identifies 17 such sectors under three headings: green tech, high-tech 
technology and value-added services (Ministry of Knowledge Economy, 2011). 

Netherlands The  Netherlands  introduced  its  Top  Sectors  initiative  following  the  country’s  
2010  general election. The newly created Ministry of Economic Affairs, Agriculture 
and Innovation (2011) set out a new enterprise and innovation policy, which 
introduced a sector approach with a cohesive policy agenda across government policy 
for nine ‘top sectors’: water, food, horticulture, high tech, life sciences, chemicals, 
energy, logistics and creative industries. These were identified as sectors in which the 
Netherland excels and which the Government has set as a priority. 

United Kingdom Until  recently,  the  United  Kingdom  did  not  explicitly  embrace  a  formal  industrial  
policy. However recently, successive governments have  set  out  visions  for  the  
economy’s recovery which include both horizontal measures and the identification of 
key sectors where work will be undertaken to address barriers to growth. Under the 
Labour Government, a Strategic Investment Fund (SIF) was set up in 2009 to support a 
range of targeted investments across the UK  economy  intended  to  strengthen  its  
capacity  for  innovation,  job  creation  and  growth, including support for low carbon 
technologies, advanced manufacturing, digital infrastructure and export promotion 
(BIS, 2009). In the coalition government, the Secretary of State for Business, 
Innovation and Skills made clear his support for “a proper industrial policy” (Cable, 
2012a) and set out his industrial policy in September 2012 (BIS, 2012; Cable, 2012b). 

United States The United States does not have a formal industrial policy but the recently launched 
innovation strategy (National Economic Council et al, 2011) includes classic horizontal 
measures such as improving ICT infrastructure, education, and public services 
together with a number of vertical priorities, in particular: clean energy technologies, 
biotechnology, nanotechnology, space and advanced manufacturing. In addition, the 
American Recovery and Reinvestment Act of 2009 included support for energy 
technologies, housing and other sectoral measures in addition to horizontal and 
demand stimulus measures. Owen (2012) also points to the support given to two of 
the country’s largest car manufacturers as an example of government industrial policy 
in action (see also Rattner, 2010). 

Source:  Warwick (2013)14 

 

                                                           
14 Warwick, K. (2013), “Beyond Industrial Policy: Emerging Issues and New Trends”, OECD Science, Technology and 
Industry Policy Papers, No. 2, OECD Publishing. 
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Recent international experience shows that industry policy has changed significantly since the post-war 
import substitution policies. What began with picking firms and industries to support (subsidies, state 
ownership, tariff protection), moved towards a focus on correcting market failure (tax concessions, 
subsidies, foreign investment promotion) and has now arrived at a third stage of helping to build national 
comparative advantage by developing networks, capabilities and aligning broad economic policy with 
national priorities. 
 

 
 
 

5. Seven rules for ‘new’ industry policy 
 
The term “industrial policy” covers a wide range of government interventions. “Old-style” industrial policies, 
such as tariff protection and subsidies to specific firms are subject to the risk of government failure and 
capture by vested interests. But many governments still have a legitimate objective to help businesses 
flourish and build national capabilities. So how should we evaluate industry policy proposals? The following 
seven rules are derived from recent academic research and international experience:  
 

1. Policy should support whole sectors, not individual firms   
 
Historically, industry policies often involved support for individual firms. For example, in Australia specific 
support has been provided to a number of companies including CSL, Alcoa, Simplot, Lion and Norske Skog.   
 
New industry policy should aim, where possible, to support the whole industry (or even the entire economy) 
rather than provide specific support to individual firms. For example, policies with a wide reach include 
support for research and development, investment in infrastructure, support for industry collaboration and 
the development of high-tech skills. These policies can have benefits to particular firms, but those firms are 
not the sole beneficiary.   
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2. Policies should be matched to national comparative 
advantage 
 
Industry policies have been criticised for focussed in the wrong areas. Some industry policies were thought 
to focus on ‘old’ industries, where government money was used to prop up inefficient ‘sunset’ industries 
that had long lost their comparative advantage. Alternatively, sometimes industry policy was criticised for 
the opposite reason, i.e. that it was ambitiously trying to grow ultra-high-tech industries that were outside 
the realistic capabilities of the country.  
 
As Justin Lin has pointed out, ‘comparative-advantage-defying’ industry policy can have large costs because 
“governments have to provide substantial protection and subsidisation to firms that are not viable without 
government subsidies and protection and cannot quickly become internationally competitive.”  Successful 
state interventions have had at their core a detailed understanding of the economy’s strengths and 
weaknesses, including benchmarked competitive positioning by sector, subsector, and across the value 
chain. For example, Singapore’s Economic Development Board rigorously identifies areas of strength and 
weakness in this detailed way, in close collaboration with the business sector. Given the dynamic nature of 
these economic trends, it is crucial that governments build in capabilities to monitor and stay abreast of such 
issues. Taiwan’s market intelligence body examines global trends in technology and analyses implications for 
Taiwan’s competitive advantage and policy. 
 

 



 

Rethinking Industry Policy  13 
 

 
 
These first two rules are illustrated in the framework above. Policies towards the top of the table are 
broader (acting at the level of industries or the whole economy) and policies towards the right of the table 
are more focussed on future comparative advantage (gradually developing firms with new capabilities rather 
than supporting firms suffering from declining comparative advantage). Over time, the trend has been 
towards policies that fit in the upper-right sections of the table, i.e. are more future focussed and operate at 
the level of sectors or the whole economy.  
 

3. Policy should encourage, not inhibit, competition 
 
Old industry policy often stifled competition. For example, subsidies advantaged incumbents, national 
champions dominated markets and regulations limited the entry of new firms.  
 
New industry policy should aim to increase, not reduce competition. Rather than protecting incumbents, 
industry policy should raise the capability and competitiveness of industries. For example, the financing of 
start-up businesses, improvements in infrastructure, research incentives in the tax system, investments in 
education and the elimination of restrictive regulations can all promote competition in markets. 
 

4. Policy should be pro-trade, not anti-trade 
 
Old industry policy sometimes tried to restrict international competition. For example, tariffs made foreign 
firm less competitive and regulations often restricted their entry.  
 
New industry policy must support globalisation. Policies should help integrate Australian business into global 
value chains and build international linkages. For example, pro-trade industry policies may include 
promotion of commercial and people-to-people engagement with key markets, support for trade facilitation 
initiatives and new free trade agreements.  
 

5. Policy should target ‘tasks’ not products  
 
Old industry policy cared about where products were ‘made’. For example, the 1980s Made in Australia 
campaign encouraged consumers to buy products that were manufactured locally. But the rise of global 
supply chains means that multiple countries can now contribute value added to a product. For example, 
many products are assembled in China but most of their ‘value’ is captured by other countries which 
contribute design or advanced components.   
 
New industry policy should care less about which finished goods are being exported, and more about what 
‘tasks’ we are contributing to global value chains. For example, if Australia wants to establish itself in the 
advanced manufacturing industry, our focus shouldn’t be so much on where the final products are 
assembled, so much as what we can contribute to the production process in terms of design, technology and 
components. This implies that the policy focus should be more on skills, capabilities and networks rather 
than products.  
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6. Policy should be integrated into broader economic 
objectives 
 
Industry policy cannot work in isolation from other government policy – it must be part of a holistic policy 
framework. The performance of industries is affected by macroeconomic policy, tax policy, social policy and 
environmental policy. Industry policy that sits in isolation from these – or worse, works against them – will 
be unsuccessful.  
 
Industrial policy should start from a clear understanding of where the economy is today and a realistic vision 
for the development of its national capabilities. This vision can then be supported by education, 
infrastructure, competition policy and broader economic policy. In Finland, the Prime Minister personally led 
the effort to reorient the economy around high-technology industries. 
 
 

 
 
  

7. Policies must have transparent review mechanisms  
 
All economic policy could do with an extra dose of humility, and industry policy is no exception. It would be 
foolish to assume that industry policy should not change with circumstances or that there will be no room 
for improvement.  
 
Specific interventions need to be guided by clear objectives and a strong fact base to justify the use of public 
funds. Singapore’s Economic Development Board is renowned for the detailed approach it takes in assessing 
the cost-benefit in all of its interventions.  
 
Exit mechanisms should be integral to the design of all industry policy. Appropriate exit mechanisms could 
include, for example, co-financing arrangements between the public and the private sector, where public 
funding is eventually withdrawn. Dani Rodrik argues that one of the key determinants of the success of 
industrial policy is the willingness of the government to monitor the results and change its policies as 
needed. He believes “most industrial policy successes I know are the outgrowth of programs that produced 
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poor results initially. Governments had to fine tune them in light of what they learned.” This is also why 
transparency is important. All policies should contain transparent review procedures to shine a light on 
interventions that prove to be unsuccessful.   
   
 

Examples of policy instruments across the seven rules 

 Old industry policy New industry policy 

1. Policy should 
support whole 
sectors not 
individual firms  

 Firm subsidies 

 National champions 

 State control   

 Support for research and development 

 Investment in infrastructure 

 Support for industry collaboration 

2. Policy should 
encourage not 
inhibit 
competition 

 Tariffs  

 Import quotas 

 Subsidies  

 Regulations limiting the entry of new 
firms 

 Financing of start-up businesses 

 Elimination of restrictive regulations  

 Tax incentives 

 Improvements in industry enablers 

 Investments in education 

3. Policy should 
be pro-trade not 
anti-trade 

 Tariffs 

 Non-tariff barriers 

 Import quotas  

 Rules of origin 

 Local content labelling 

 Free trade agreements  

 Support for global integration 

 Building international linkages 

 Commercial and cultural engagement 
with Asia 

4. Target ‘tasks’ 
not products 

 Support for industries based on what 
they produce, rather than how they 
produce it  

 Focus on key skills cross-cutting across 
industries (e.g. design, engineering) 
rather than on specific industries  

 Focus on value chains not products 

5. Matched to 
comparative 
advantage 

 Support for ‘sunset industries’ 

 Support for unrealistically high-tech 
industries unmatched to current 
comparative advantage 

 Focus on understanding of current 
comparative advantage and building 
new capabilities 

6. Integrated 
into broader 
policy 

 Industry policy working in isolation 
from other government policy  

 Delegated to industry department 

 Coherent industry policy working with 
macroeconomic and broader 
government policies 

7. Transparent 
review 
mechanisms 

 Unclear objectives 

 No measurement / targets 

 Clear objectives 

 Transparent review mechanisms 

Notes: The instruments in this list are a non-exhaustive list of policies.  
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Policy should be based on the best information available from scholarship and historical examples. We have 
to accept that some industrial policies were poorly conceived and have resulted in costs and inefficiencies. 
But we must also recognise that market failures are pervasive and policies that differentially affect industries 
are inevitable. There is sufficient theory and evidence to suggest that the unique powers available to 
governments can play an important role to initiate and support long-run sustained improvements in factors 
and productivity. A well-defined industry policy can expand the private sector’s ability to exploit the 
country’s areas of comparative advantage and gradually build those comparative advantages.  
 
The general ‘rules’ outlined in this paper are a guide for policymakers and industry participants to work 
together on specific industry policy plans. Individual policies should be tailored to industry and national 
objectives and linked to clear examples of market failure. If we are to lift our economy out of the rut of 
commodity dependence and declining living standards, Australia needs a mature conversation about 
industry policy. 
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