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Better markets, better governments for better societies. Beyond the paralysis of Industrial Policy.  

 

by Marco R. DI TOMMASO 1, Elisa BARBIERI 2 and Mattia TASSINARI 3 

Industrial Policy, perhaps more than any other type of government intervention, has been long accused to suffer from 
government failures. A widespread literature has criticised the ability of governments to intervene in the industry’s 
dynamics towards desirable objectives. As a consequence, for a long time industrial policy was out of the dominant 
debate, even though it can be argued that it was never completely out of government practices in most countries.   

Today, in the aftermath of the crisis, there is a dramatic need for actions in the real economy. Industrial policies to 
simulate, upgrade and accelerate desired (industrial, economic and social) changes are needed everywhere. However, 
old ideas about government failures continue to cast doubts on the desirability of such policies. These arguments are still 
powerful and they continue to influence academic, policy-making and politics circuits questioning (again) the need of any 
kind of policy interventions.  

The authors argue that there is the urgent need of rethinking this old debate. On one side, it’s clear that contemporary 
markets continue to demand to be fixed by government policies. On the other side, it’s also clear that governments 
continue to show how fixing-the-market policies might fail. This is why the future of industrial policy is about how to make 
both markets and governments better in their functioning. But in this scenario, the real goal for industrial policy is how to 
make better-market and better-government policies consistent with the goal of building a better society. 

In particular, this paper questions the idea that government failures are an inherent feature of policy actions and it 
stresses the need to look into the possible solutions to government failures. The paper builds upon the results of two 
recent publications by the authors on Industrial Policy in the USA and in China. It discusses how some existing policy 
practices as well as emerging social trends can be taken as starting points to improve government effectiveness. From 
policy evaluation to social watching the paper offers a contribution towards the definition of a coherent framework of 
solutions to government failures.  
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