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« “After a decades-long love affair with laissez-faire policies, many
governments — notably in developed countries — are increasingly
seeking to shape their economies through tariffs, subsidies, public
procurement, and more.”

* Project Syndicate, Sept 24, 2024, introducing a collection of essays on industrial policies

* |s such characterization correct?
* |s the current interest really new?



Existing Research on industrial policies
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What do we do?

Construct a new database of US industrial policies from 1973-2022

e Sifting through more than 18,000 policy documents - 12,167
congressional acts and 6,030 Presidential Orders — during this period

 Using Artificial Intelligence tool (ChatGPT40)
* (would have needed an RA a year and a half without sleep to do)

* Three filters

« A. Explicit mention of industry (“product”) names

« B. Explicit levers (subsidy, tax, tariff, procurement, etc) with non-negligible
Impact

 C. Broad in scope (rather than specific to individual firms/regions)



Using a very strict/ conservative definition of industrial policy

Excluding
- recurring industrial policies in appropriation laws

- industrial policies in government procurement laws/orders that do not
explicitly"have a “buy-America” condition

- policies that are advertised as correcting foreign unfair practices

There are 312 industrial policies over 1973-2022, or more than 6 per year,
or more than 24 per presidential term on average

Using broader criteria for industrial policy, there would be 1118 laws/PO’ s
containing Ips, or 20 per year, or 80 per presidential term
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Features of US industrial Policies

1. The United States has always been an active industrial policy nation.

dat The statement that the US was not active until recently is not supported by the
ata.

2. No dry season
No congression session that does not pass some new industrial policy laws
No president that does not issue a new industrial policy order
Comparatively least active presidents were Ronald Reagon and George HW Bush
The most active president is Donald Trump, followed by Joe Biden

3. National security, very broadly defined, is more often cited as the rationale, than standard
economic arguments such as externality or increasing returns to scale.

4. Many US industrial policies have an explicit expiration date.

5. A rich set of policy tools are used including subsidies, favorite tax treatment or regulation,
“buy-America” procurement rule, tariffs orimport quotas
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Jimmy Carter (D)

Jimmy Carter (D)
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Ronald Reagan (R)
Ronald Reagan (R)
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2.15%
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0.51%
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House

- Year President (Party) > :ft";‘,jority Mai chtr;lty CA(IP)Total PO(IP) Total CA('(E,))O)RatiO Rzgé '(F:,)O)
- 2001-2002 George W. Bush (R) D R 3 1 0.80% 0.41%
- 2003-2004 George W. Bush (R) R R 9 1 1.87% 0.42%
- 2005-2006 George W. Bush (R) R R 10 1 2.14% 0.53%
- 2007-2008 George W. Bush (R) D D 9 0 1.90% 0.00%
- 2009-2010 Barack Obama (D) D D 4 9 1.16% 4.15%
- 2011-2012 Barack Obama (D) D R 2 7 0.73% 4.00%
- 2013-2014 Barack Obama (D) D R 7 2 2.05% 1.27%
- 2015-2016 Barack Obama (D) R R 5 1 1.52% 0.49%
- 2017-2018 Donald Trump (R) R R 2 16 0.49% 7.77%
- 2019-2020 Donald Trump (R) R D 3 21 0.96% 9.29%
D 2021-2022 Joe Biden (D) D D 7 25 1.80% 10.37%
DN 1973-2022 206 106 1.69% L.77%



National security is very prominent as a rationale
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U.S. Industrial Policy by Objectives

Laws/POs _
Laws/POs _ Exclusive Percent
o Percent (%) by primary
containing o (%)
objective

Securl

DOMESHC 243 77.6% 128 40.9%
Competitiveness
IR TR 98 31.3% 32 10.2%

and Environment

66 21.1% 17 5.4%
587 188% 313 100%




Many US Industrial Policies have an explicit expiration date

Average Duration conditional on

Definition Total IP (Distinct) No-Expiration IP Ratio (%) with expiration (Months)
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Does the market regard such policies as significant for resource allocation?
1. a. Event-study: focusing on cumulative abnormal returns (CAR) over 3-day, 7-day, and 11-day windows.
filtering for U.S.-based companies listed on the NYSE, ASE, or NASDAQ
Companies in the financial, insurance, and real estate sectors (SIC codes 60-69) were excluded.
For CAs, we test market reactions based on three dates: the introduction date, pass date in congress, and the sign date.
For POs, since introduction dates are not available, we only use the sign date.
Abnormal returns (AR) are calculated using a market-adjusted model:
AR;r = Ry — Rm(1)

where R; . is the daily raw return of firm i on day t and Rm;, is the market return on day t. All event windows are
centered on date 0. The CAR is calculated as
T
CAR[-T,TI= ) AR (2)
t=—T

where CAR; denotes the abnormal returns of firm i accumulated in the event window [-T, T].



Event Study Results on impact of industrial policies on Stock Prices
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Impact of IPs on Firm Revenue (left) and Asset (right), 1973-2022
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Summary

* The US Is always an active industrial policy nation

* |t does not have a historical, intellectual, or ideological opposition to
iIndustrial policy In practice

US policies affect resource allocation significantly.

National security 1s an important rationale.

Many industrial policies have an explicit expiration date.

Weltare effects require separate and careful evaluations.
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