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Is industrial policy effective?

Theory

Positive

• Scale economies

➔ "big push" policy

Negative

• Inefficiency

• Difficult targeting

Empirical evidence

Positive

• Heavy and chemical industries 

in South Korea (Lane 2022)

Negative

• Regional high-tech clusters 

in Japan (Okubo & Tomiura 2012)

Mixed

• Industrial policy of China 
(Aghion et al. 2015, Branstetter et al. 2023)
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The current industrial policy of Japan has been successful

Subsidies to TSMC in Kyushu
New investments near TSMC 

(4.8 trillion yen, as of Sep 2024)

Kyushu Bureau of Economy, Trade and Industry
www.kyushu.meti.go.jp/seisaku/jyoho/oshirase/241007_1_3.pdf

Production of integrated circuits
604 billion yen in 2013 

➔ 1153 billion yen in 2023

Why successful?

• FDI of frontier company

➔ technology spillovers 

• Combined with other policies, 

e.g., regional consortium of 134 

companies and universities

➔ industrial agglomeration 

➔ scale economies, 

technology spillovers through    

regional supply chains
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The current industrial policy of Japan has been successful

Subsidies to Rapidus
(newly established company for chip production)

Why successful?

• Research collaboration with US, 

European, and Asian companies 

and research institutions

➔ knowledge spillovers

• Also, subsidies to research centers 

of TSMC and Samsung 

Ministry of Economy, Trade and Industry

https://www.meti.go.jp/english/press/2022/pdf/1111_001a.pdf 
Tsukuba Global Innovation Promotion Agency
https://www.tia-nano.jp/data/doc/1635482975_doc_66_0.pdf 4



2 key factors of success of industrial policy

Open and competitive

• Promote foreign and domestic 

investment, rather than restrict trade

– Trade restrictions should be limited to 

critical products

• Maintain competition in the private 

sector to avoid inefficiency

– Subsidies to Chinese companies were 

effective only in competitive industries
(Aghion et al. 2015)

Support for networks

• Regional and global supply chains

➔ resilience

• International and domestic research 

collaboration ➔ innovation

% increase in # of patent citations 
(quality of innovation) by research collaboration 

International 
collaborationDomestic 

collaboration

Iino, Inoue, Saito, Todo (2021) 5



Effective industrial policy in Asia and Pacific

Expand supply chains and knowledge networks

• Information provision for business matching

– Domestic public institutions: JETRO, JICA for Japan

– International frameworks: RCEP, CPTPP, APEC

• Infrastructure development

– Kyushu Shinkansen 

➔ supply chain linkages in the region 

(Bernard et al. 2019)

– Hokuriku Shinkansen 

➔ research collaboration 

b/w the region & Tokyo 

(Inoue et al. 2017)

6https://www.toretabi.jp/railway_info/entry-4950.html



Expanding knowledge networks in Asia and Pacific 

International scientific collaboration on COVID-19 medical research (2020)

Source: OECD Science, Technology and Innovation Outlook 2021 7

Focus on 

Asia & Pacific

Circle size:

# of academic papers

Line width:

# by collaboration



Japan's policy to expand knowledge networks in Asia (1) 

JICA's support to Indian Institute of Technology Hyderabad
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Infrastructure development 
(international conference hall and guest house)

Networking 
(scholarship for studying in Japan, mutual visits by 

researchers, grants to joint research)

JICA (2025), JICA’s Cooperation in Higher Education and Enhancement of India-Japan Academic Collaboration.



Japan's policy to expand knowledge networks in Asia (2)

ASEAN University Network/Southeast Asia Engineering Education 

Development Network (AUN/SEED-Net) Project by JICA

9JICA (2025), JICA’s Cooperation in Higher Education and Enhancement of India-Japan Academic Collaboration.

• Scholarships (+1,400)

• Support short-term visits b/w Japan and ASEAN

(+1,500)

• Support regional academic conferences (124)

• University consortiums (10)
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