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Direct Support to Firms and Industrial Policy

Concerns:

* Additionality: is the government just subsidizing firms to do what they
were going to do anyway?

* Targeting: who should the government support to have the most
impact?

* Implementation: can the state implement these programs efficiently
without getting bogged down in red tape?

* Knowledge gaps: do policymakers know the answers to what will work
here, or is there a need to learn more?

=> Role for experimentation in answering these



Additionality:
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Targeting:

* Investment Readiness Program in Croatia, Serbia, Montenegro,
North Macedonia, Kosovo

* Designed to help innovative firms, many in digital industries, be
ready for outside equity investors — through improving willingness
to take funding, managerial skills, and presentational skills

* Dynamic SMEs tend to be quite small in these countries — but
should program have size cutoffs?




Targeting

 Debate:

* Go for larger, more successful, firms, who might be closest to margin of
getting investment

* OR go for slightly smaller firms, since maybe they are the ones who would
benefit the most from help whereas larger firms may be able to succeed
on their own



Impact on Investment Readiness Score
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Implementation

* Well-meaning industrial policy may fail if it does not Abundance
get implemented well. Often a focus on process
over outcomes - lots of red tape, forms, audits,
which can be particularly costly for SMEs

 Two uses for randomization:

1) To testimpacts of simplifications in process

2) Random selection itself can be a way of reducing

long and painful selection processes Ezra Klein
Derek Thompson




Randomization to Speed-up Implementation

* E.g. Partial randomization used by Swiss NSF, the Volkswagen
Foundation, the Austrian Science Fund (FWF) and the Health
Research Council of New Zealand (HRCNZ).

partial randomisation. The key motivating factor identified from the data was
fairness in decision-making when peer review had reached the limits of its
use. It also ameliorated the biases that can creep in when panels are faced
with projects that are indistinguishable and it is challenging to decide which
projects to fund. The data also suggested that, as it is a more transparent
process, it is perceived as fairer, and it is easier to communicate why a project
was or was not funded. Legal considerations were also a driver to introduce
partial randomisation and a prerequisite to its use, particularly for public
funding bodies. Organisations that took part were at different stages in the


https://www.volkswagenstiftung.de/en/foundation
https://www.volkswagenstiftung.de/en/foundation
https://www.fwf.ac.at/en?
https://www.hrc.govt.nz/
https://www.hrc.govt.nz/

Knowledge Gaps: Do we already know what will
happen?

Exporting at all 2019
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Takeaways

* Not all efforts to directly support firms will work

* Experimentation not just to test whether the policies work, but as
a tool to help make the policies work better
* Use to test different versions of the policy
* Use to determine targeting
* Use as a means of speeding up implementation
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