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The odds can appear to be stacked against smaller 
economies. In 2025, less than 40% of the world’s 
foreign direct investment (FDI) has gone to the more 
than 170 economies outside the G20.1 Yet the five 
case studies in this paper tell a more hopeful story: 
small and medium-sized economies are home to 
firms and industries that compete and win on the 
world stage. The question is not whether this can 
be done, but how.

For most economies, the familiar playbook offers 
few answers. The current revival of industrial policy 
is dominated by debates suited to large markets 
and deep public purses: tariffs, subsidies and 
flagship programmes. Most nations have neither 
the domestic scale nor the fiscal room to compete 
on those terms. What they need are ways to build 
competitive firms without relying on protection 
or lavish spending – by focusing not on what 
businesses need to be “protected from” but on 
what they need to become competitive in the first 
place and acting on those needs over many years.

The five case studies illustrate what this can 
look like in practice. Together, they show how 
competitiveness can be built step by step, as firms 
discover what works, and governments engage 
seriously with the constraints they face. This paper 
is itself a product of that kind of engagement: a 
partnership between a leading business school 
and a global convener, drawing on the testimony of 
those who lived these stories.

These questions are increasingly relevant to the 
wider debate on how trade, investment and 

industrial policy are evolving in a more fragmented 
global economy. They also reflect themes at 
the heart of the World Economic Forum’s work 
on trade, geopolitics and industrial policy: how 
economies can strengthen competitiveness while 
remaining connected to global markets, and how 
businesses and governments can navigate the 
changing conditions shaping investment and global 
production. The case studies in this paper bring a 
valuable perspective to that discussion by focusing 
on the practical foundations of competitiveness 
rather than on the scale of government support.

The same perspective is relevant to the Forum’s 
work on STAR FDI,2 which looks at how foreign 
investment can create lasting economic value. For 
smaller economies, the challenge is not simply to 
attract more investment but to create the conditions 
in which investment can strengthen capabilities, 
deepen local value chains and contribute to 
internationally competitive industries. The 
experiences examined here offer practical insights 
into how those conditions can be built over time.

This paper is a product of the World Economic 
Forum’s Global Future Council on International 
Trade and Investment, bringing together public- and 
private-sector perspectives on the challenges and 
opportunities facing smaller economies. We offer it 
not as a blueprint, but as a starting point for further 
dialogue and collaboration among the leaders 
whose sustained engagement, as these case 
studies show, is essential to building competitive 
industries. We hope the insights captured here can 
help inform and amplify that dialogue.
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Executive summary

This paper examines five illustrative case studies 
of successful industrial development in emerging 
markets. There is a consistent pattern across all 
five: competitiveness was built through deliberate, 
sequenced decisions by firms discovering what 
worked in their specific context, supported by 
public policy actions that addressed the binding 
constraints those firms could not overcome on 
their own.

Not every blueprint, strategy or tool in each 
case study can be adapted elsewhere. Even 
so, the success stories described here provide 
inspiration for policy-makers and private-sector 
decision-makers in emerging markets looking 
to build winning export industries. Business has 
agency throughout. While success is not assured, 
the paper’s authors have identified six guiding 
principles for decision-makers (see Figure 1). 

Six principles guide emerging markets 
in the development of export industries.

Six guiding principles for decision-makers to develop export industries in emerging marketsF I G U R E  1

For governments

Look at private-sector 
development through a 
business lens

1

Recognize that subsidies 
and trade-restrictive 
measures alone do not 
guarantee success

2

For public–private 
collaboration

Align on strategy and 
execution, not just 
specific steps

5

Plan and pivot over 
time, letting bets go 
when necessary

6

For companies

Embed private pioneers 
and disciplined use of 
capital as key ingredients 

3

Shape cluster capabilities 
beyond their current 
boundaries using anchors

4

Source: World Economic Forum

The focus is not on headline-grabbing, one-
off industrial policy measures but on broader 
structural shifts. Because tariffs, localization 
measures and corporate subsidies rarely address 
the underlying constraints facing ambitious 
private firms, none can substitute for sustained 
engagement and mutual understanding between 
public bodies and business. Rather, there needs 
to be further examination of the steps firms and 

public bodies must take over many years if local 
advantage is to be converted into enduring success 
on international markets. This paper is designed 
to kick-start a conversation among public and 
private leaders, putting forward an alternative 
approach that better meets the lived realities facing 
the vast majority of nations, their governments and 
corporate executives.
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Introduction

Industrial policy is back in vogue. Governments that 
traditionally eschewed the selective intervention that 
industrial policy entails have embraced it, joining 
many emerging-market counterparts that never 
gave up attempts to develop successful firms and 
sectors. Governments implement twice as many 
industrial policy measures today than they did in 
2020.3  Security and geopolitical considerations now 
feature prominently among the reasons given by 
governments for taking measures to favour particular 
corporates, along with the long-standing goals of 
promoting the energy transition and competitiveness.

The upshot is that, even if World Trade 
Organization (WTO) members agree to “policy 
space” that would relax current limits on import 
taxes and multilateral rules on subsidies, the vast 
majority of governments could not make effective 
use of it. What these governments really need are 
formulas for creating competitive firms and sectors 
that do not rely on raising import barriers or on big 
subsidy awards. Evidence from the case studies 
suggests that alternative approaches are available, 
but they involve the state developing a thorough 
understanding of private-sector circumstances and 
the means to engage meaningfully with firms.

With announced greenfield foreign direct 
investment (FDI) reaching nearly $1.4 trillion in 
2025, factories are on the move. Unfortunately, 
in every year since 2021, no more than a third of 
such FDI was received by economies outside the 
G20.4 In fact, during 2024 and 2025, only 40% 
of the world’s FDI inflows were in the 170-plus 
economies that are not part of the G20 club.5 The 
odds are stacked against the smaller economies, 
but it would be a mistake to infer that only large 
markets matter. As the five case studies in this 
paper show, small and medium-sized economies  
house many internationally competitive firms and 
sectors. The key question is how to grow them.

By and large, the answer does not lie in the 
growing literature on industrial policy in behemoth 
economies. The essence of industrial policy is to 
alter market outcomes by changing the decisions 
of corporate executives. However, all too often 
firms are implicitly assumed to automatically 
respond to whatever incentives industrial policy 
instruments create.6 Rarely do officials and those 
who advise them ask whether industrial policy 
actions were decisive in the development of 
internationally competitive firms over the medium 
to longer term. Nice to have is not the same as 
must have. This distinction is critical.

For many SMEs, commonplace musings on 
industrial policy are largely irrelevant. There are at 
least two cross-cutting factors that any serious 
private-sector development policy needs to take 
into account in these economies. First, most 
governments simply do not collect enough taxes 
to afford big-ticket industrial policy schemes. One 
example is the US Chips Act. A total of $52.7 
billion was appropriated by the US Congress for 
this industrial policy scheme.7 The latest annual 
data from the World Bank reveals that 109 
countries collected less than that amount in total 
from all sources of revenue.8 These economies 
simply cannot afford to engage in the subsidy 
races witnessed from time to time among G20 
economies. More generally, state revenues are 
scarce in most smaller economies. In these 
circumstances downplaying the opportunity cost of 
corporate subsidies is indefensible.

The other fundamental constraint facing small and 
medium-sized economies is that they simply do not 
import enough of most products to be able to deflect 
(via tariffs and other import restrictions) sufficient 
sales to local firms to incentivize their growth. There 
are many reasons why import substitution strategies 
can go wrong, but the point here is different: a 
necessary condition for those strategies to stand 
a chance of working is rarely met; namely, sizable 
domestic expenditure on foreign product lines. For 
example, of the 4,618 products that Kenya imported 
in 2025, only nine involved foreign purchases worth 
more than $250 million.9

The argument advanced in this paper is not that 
trade and subsidy policy interventions did not play 
a role in the development of the five success stories 
outlined in the sections that follow; rather, the 
argument is that raising import barriers and offering 
large, firm-specific corporate subsidies were not 
central to the formula for success. This is just as 
well, for the preconditions for these trade-distorting 
policy interventions to work or to be financed are 
not present in the vast majority of nations. 

This paper examines five such case studies, which 
revealed a consistent pattern. Competitiveness 
was built through deliberate, sequenced decisions 
by firms discovering what worked in their specific 
context, supported by public policy actions that 
addressed the binding constraints those firms could 
not overcome on their own. There are elements here 
of what economists Ricardo Hausmann and Dani 
Rodrik call “self-discovery” and what academics 
Tarun Khanna and Krishna Palepu describe as filling 
“institutional voids”.10,11  But those perspectives 

There is no one-size-fits-all approach 
to industrial strategy.
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do not adequately convey the lengthy time 
dimension – that is, what it took to build successful 
internationally competitive private firms over many 

years. The misplaced focus of much contemporary 
industrial policy narrative is on the various flagship 
programmes that exist.

Government–company collaboration in building industriesF I G U R E  2

Viet Nam

Indonesia

Chile

Peru

Costa Rica

Company players Policy players

Lessons for companies, governments and their collaboration

Starting point

Untapped 
endowments, built 
capabilities and 
prior industrial 
activities with 
adjacent potential

Emergence

Pivotal public and 
private decisions that 
leverage or nurture 
advantages into an 
early competitive 
export industry

Evolution

Maturing company 
strategies, shifting 
competitive 
positions, pivots 
from less effective 
policy tools and 
emergence of 
complementary/
adjacent 
opportunities

Challenges

Setbacks from 
changing conditions, 
internationalization 
or market discipline, 
and how they were 
faced and navigated

Now and next

Ongoing challenges, 
opportunities 
and priorities for 
multiple actors 
at the frontier 

Business case

Industry emergence arc

In each case study, public and private players 
provided first-hand testimony, so that the accounts 
that follow reveal the multi-actor reality behind 
decades-long processes. These case studies 
show how public and private action and the 
interaction between them are the fabric of industrial 
development. In none of these case studies did 
success centre on raising import barriers and 
awarding large subsidies. Rather, it is specific 
actions by public- and private-sector actors working 
alongside structural policies that provide the basis 
for competitive advantage long before an industry 
emerges, as is the case with education provision in 
Costa Rica or large-scale irrigation in Peru. 

Central to the account is whether there is a 
business case for an emergent commercial 
activity. The test is not whether a business 

model is feasible but whether it is attractive to 
the businesses themselves or their investors. 
“Business case” means the demonstrated 
commercial and financial rationale for a specific 
product, service or business model tested in 
demanding market conditions. For the firm, 
having a strong case means proving commercial 
viability and sufficient profitability. For investors, 
it means having an adequate risk-adjusted return 
on the capital committed. The constraints and 
incentives faced by business decision-makers are 
central to accounts provided here, and so are the 
steps taken by some governments to learn about 
those private-sector constraints and incentives 
and to develop creative responses. Textbook 
understanding of firm constraints and incentives is 
insufficient. Engagement is vital.

Source: World Economic Forum
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Indonesia: Electric 
vehicles value chain

1

Incentives created that align with openness 
fare better than export curbs upstream.
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Evolution

Companies responded to this incentive, which 
they had helped shape through negotiations. For 
instance, BYD used the window to build its brand 
and committed to investing in a plant in Subang, 
West Java, to manufacture ~150,000 vehicles 
a year.20 The design secured multibillion-dollar 
commitments and tied them to local-content 
thresholds rising from 40% towards 60% and then 
80%, paired with technology transfer and local 
training requirements. The rule thus functioned as a 
pathway to deepen capability and value added over 
time rather than a static barrier. Battery-electric car 
sales climbed to about 18% of total sales in 2025 
as incentives began to wind down.21 

Upstream, the logic pursued was capturing value 
from nickel resources rather than exporting it raw, a 
priority championed by President Joko Widodo.22 In 
2014, Indonesia had already attempted to introduce a 
raw nickel export ban to promote investment in local 

smelting capacity. However, the ban alone failed to 
increase investment, led to a steep price spike and 
was relaxed after 2017 amid falling foreign revenue.23 

From 2020, the government banned exports of 
unprocessed ore and required firms that wanted 
Indonesian nickel to process it locally.24 This 
time, the ban was one element of a package 
that combined trade, industrial and investment 
policy. Industrial estates were sited next to mining 
concessions in Sulawesi and Halmahera to avoid 
transporting ore that contains less than 2% nickel, 
as investor-funded infrastructure and tax holidays 
were offered flexibly, first to reward smelter 
capacity and later to transition into battery-grade 
high-pressure acid leaching (HPAL) processing.25 
At the smelting stage the measure worked, 
drawing substantial investment into processing, 
much of it from Chinese companies that had 
previously shipped the ore to China. 

Emergence

On the EV adoption and manufacturing side, 
Presidential Regulation No. 55/2019 had named 
EV development a national priority. However, with 
the COVID-19 pandemic stalling progress, by 2021 
only around 700 electric cars had been sold in a 
market of approximately 1 million.16 The few models 
available catered to higher-end consumers and 
were priced far above the purchasing power of the 
mass market.17 A government team brought in from 
2022 to lead energy transition and mobility policy 
applied a private-sector perspective that made a 
difference. It treated the problem as a product–
market-fit question, focusing on attracting the right 
vehicle models to drive adoption.

The first demand incentives cut value-added tax 
(VAT) from 11% to 1% and removed the luxury tax 
on locally assembled electric cars, with support 
of IDR 7 million ($400) for electric motorcycles. 
To justify these extraordinary measures, the EV 
policy team made the fiscal case on fuel subsidy 
savings.18 Demand support alone, however, 

did not move EV companies such as Hyundai, 
BYD or Wuling to invest in local manufacturing 
capacity. Adoption was too low early on to justify 
the multiyear, multibillion-dollar capital expenditure 
(CapEx) commitments. The key to breaking the 
manufacturing investment impasse was an incentive 
structure that incorporated company strategy and 
decision-making logic.

For 2024 and 2025, qualifying manufacturers were 
offered the opportunity to import fully built-up EVs 
free of import duty and luxury tax. In exchange, 
they made a binding commitment to produce the 
same volume locally in 2026 and 2027, secured 
by a bank guarantee the state could call on if 
production fell short of the commitment.19 In this 
way, companies had an incentive to enter the 
market and secure adoption via imports. The 
government, in turn, let each firm reveal its own 
confidence through the volume it chose to import 
and commit to build locally. 

Starting point

By 2020, Indonesia was approaching the electric 
vehicle value chain as the world’s largest nickel 
producer, nickel being a mineral vital for most 
high-performance electric batteries. It was also 
the largest vehicle market in South-East Asia.12 
Raw commodities including nickel ore had long 
accounted for more than half of national exports, a 
dependence successive governments had sought 
to break by moving processing onshore.13 A net 
oil importer since 2003, the country was also 

spending heavily on fuel subsidies, while urban 
pollution in the megacity of Jakarta constituted a 
growing public health and policy issue.14 Building 
an integrated electric vehicle (EV) supply chain 
showed promise as a method of tackling these 
issues, while creating a new wave of jobs. In fact, 
Indonesia had decades of internal-combustion 
assembly experience, largely under Japanese 
brands, but this did not necessarily carry over into 
EV and battery manufacturing know-how.15 
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Takeaways

Incentives were designed in alignment with company decision logic. Timebound import benefits 
tied to local production commitments secured by bank guarantees aligned firm incentives and contained 
fiscal outlay. Structuring conditionality as a pathway converted one-off incentives into capability 
building over time. Upstream, the export ban incentivized the first stage of processing investment, but 
the harder battery stage shows that capability and input gaps limit how much a resource endowment 
can be “downstreamed”.

Now and next

Today Indonesia sits in mid-transition. On the 
battery side, the early component ecosystem 
is largely in place, spanning anode, precursor 
and both nickel and LFP cathode production. 
Meanwhile, broad-based adoption of EV four- and 
two-wheelers, deployment of charging infrastructure 

and broader and sustained EV manufacturing 
commitments remain questions for the unfolding 
industrial development story. So do the 
attractiveness of the country as a hub for battery 
manufacturing at scale, and effective technology 
and capability transfer over the coming years. 

Challenges

The link from processed nickel to battery 
manufacturing proved harder. Cathode and anode 
know-how was absent, other inputs such as lithium 
and graphite were lacking and scale and capability 
were concentrated in other hubs, mainly China.26 
To anchor national participation and technology 
transfer, the government created the Indonesia 
Battery Corporation in 2021 from four state-owned 
firms and required foreign battery companies to 
partner with it.27 A cell plant in Karawang – a joint 

venture between Hyundai, LG Energy Solution and 
the corporation – opened in 2024. However, LG 
Energy Solution withdrew in 2025 from the larger 
“Grand Package” partnership while keeping the 
Karawang venture.28 Meanwhile, the rise of nickel-
free LFP (lithium iron phosphate) batteries raised a 
question over how much traction nickel resources 
can generate while established Indonesian battery 
operations started producing LFP cathodes.29
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Peru: High-value 
agro-exports 

2

In Peru, pioneering entrepreneurship 
supported by state-built infrastructure 
created a high-value-added primary industry.
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Evolution

Over time, large-scale horticultural firms 
leveraged scale to integrate vertically and gain 
control of logistics (cold chain, packing) and 
downstream market activities (e.g. distribution 
partnerships or overseas outposts). This 
reinforced the sector’s emerging source of 
competitive advantage: taking fresh produce to 
the shelves of northern-hemisphere supermarkets 
in a year-round and counter-seasonal production 
window.35 This allowed the move from cost 
competition to selling at better prices when other 
markets were out of season.

Seeking exposure to highly demanding 
international markets early on was key to the 
success of this industry. It led companies such 
as Danper to adapt to the supplier requirements 
of a handful of strict clients and to take measures 
to meet US Food and Drug Administration 
(FDA) and other international phytosanitary 
standards. Danper also adopted the latest 
quality control best practices as a pioneer in 
the country, effectively pulling the sector with 

its market access and the example set by its 
quality excellence.36 Platforms also used portfolio 
diversification as a winning strategy, offering 
one-stop shops for multiple high-value agri-food 
products combining fresh, frozen and processed 
formats across multiple crops and markets.37

It was in this maturing market that blueberries, 
the crown jewel of high-value fruits, boomed in 
Peru. Carlos Gereda,38 founder of Inka’s Berries, 
sourced open-access blueberry varieties from 
Chile in 2008–2009. Without subsidies or policy 
tools focused on private-sector pioneer-led variety 
development, he arranged a demonstration plot 
and nursery partnership with Universidad Agraria 
La Molina, finding that the Biloxi variety was a fit 
for Peru’s conditions. He pitched the crop to agro-
export platforms, which had the land, operations 
and market access needed to scale the crop. 
Camposol tested and embraced this opportunity, 
others soon followed and subsequent blueberry 
growth made Peru the world’s number one 
exporter in less than 10 years. 

Emergence

Water flows needed to be redirected through 
large-scale irrigation infrastructure, such as the 
Chavimochic and Olmos projects in the north, 
which expanded the amount of land available for 
large-scale farming.31 The Agricultural Promotion 
Law of 2000 established a supportive labour and 
tax framework for the sector.32 A growing number 
of free trade agreements were signed, including 
with the European Union, United States, China 
and Japan. The phytosanitary authority (SENASA) 

was consistently oriented to opening markets and 
collaborating with the private sector in complying 
with demanding food standards in different 
destination markets.33 This did not, by itself, mean 
that agro-export business models would thrive. 
It did, however, provide the fundamentals that 
made it feasible to invest.34 Today’s large agro-
export champions, such as Danper, Camposol 
and Viru, were set up at the time to capture these 
opportunities, each with differentiated models.

Starting point

Peru’s booming agro-export industry developed 
during the 1990s along the country’s arid but 
highly fertile coastal region, where irrigation has 
enabled intensive agriculture. Crucially, Peru’s 
coast is endowed with exceptional climatic 
conditions, such as stable temperatures and 

regular precipitation. The latter allows not just 
for counter-seasonal production but for year-
round production of highly valuable horticultural 
products.30 But rich water sources from the Andes 
reach the soils of the coast only in specific valleys 
and leave vast amounts of coastal land arid. 

Challenges

Socioeconomic development challenges and 
limited access to growth financing have been 
persistent barriers for the sector. Danper, for 
instance, has responded by incorporating a long-
running commitment to sustainability, generating 
financially attractive returns and social impact at 
the same time, creating jobs while contributing 

to the communities it works with through 
health, education, gender equality, security 
and small farmer development programmes. 
This approach, in turn, has opened the door 
to both concessional funding and mobilization 
of commercial capital solutions to support the 
company’s growth.39
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Takeaways

Peru capitalized a natural endowment to enable winning business models through targeted public 
fundamentals (irrigation and enabling fiscal, trade and sanitary policies). Vertically integrated 
and diversified platforms built durable advantage by serving demanding overseas markets in 
counter-seasonal windows, pulling standards, suppliers and capital along with them. The blueberry 
boom shows a model of pioneer-led product discovery, where research and development (R&D) 
partnerships and corporate demand were fundamental.

Now and next

Today, the Peruvian agro-export – and especially 
the fresh fruit sector – has become a global 
reference point. Diversified and vertically 
integrated local platforms such as Danper, 
Camposol, Machu Picchu Foods or Viru, and 
foreign investors or international capital-backed 
ventures such as Chilean Hortifruit, are expanding 
their production and footprint. Expansion includes 
sophisticated logistics capabilities (e.g. frozen 
packing and cold chain) and entry into biogenetics 
and varietal development (e.g. the Camposol 
ORIGEN programme).42 

In this consolidation phase, the role of industrial 
policy is not secondary, but it is targeted and 
collaborative in nature. This is reflected in Mesas 
Ejecutivas, an innovative public–private coordination 
mechanism championed by former Minister of 
Production Piero Ghezzi.43 Going forward, Peru 
is looking to expand the irrigable land frontier. It 
also continuously supports market development 
efforts via free trade agreements (FTAs, recently 
signed with Indonesia, in negotiation with India) and 
export promotion (e.g. PromPeru). As genetics and 
biotechnology become a key source of competitive 
advantage, the country adds applied science and 
commercial technology support.

International demand is intense, but niche 
openings for smaller companies that need to 
diversify revenue streams (e.g. renting out cold 
chain capacity in the down-season)40 and for 
non-traditional value-chain players are also being 
created. For example, the global shipping major 

Maersk opened a first-of-its-kind integrated cold 
chain, packing and logistics hub in Olmos. The 
hub caters to the farm-to-shelf quality imperative 
for medium-sized producers who cannot invest in 
their own integrated capacity.41
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Costa Rica: Precision 
manufacturing and 
services

3

In Costa Rica, officials and multinational 
investors are collaborating to shape  
an advanced capabilities cluster. 
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Evolution

Pivotal investments made by firms and enabled 
by a receptive and adaptive investment promotion 
and policy architecture led Costa Rica’s precision 
manufacturing cluster to develop over time. Most 
of Costa Rica’s FDI over the years has come from 
reinvestment.53 In medical devices, a cluster with 
more than 70 companies today, firms added 
capabilities incrementally. They moved from 
lower-risk Class 1 and 2 devices (such as surgical 
instruments and catheters) to higher-risk Class 
3 and 4 devices (implantable and life-sustaining 
technologies) as confidence in local capabilities 

grew, and eventually located global R&D, services 
and decision-making hubs in Costa Rica, as 
was the case with Boston Scientific.54 The 
accumulated advanced manufacturing capability 
also supported successful diversification into 
aerospace and other advanced-manufacturing 
niches in the 2010s and 2020s.55 

Throughout these site-selection decisions and 
footprint evolutions, CINDE has been a constant 
enabling counterpart. It was designed from the 
outset to speak to companies as a business case 

Emergence

US multinational technology company Intel made 
the decision to locate a semiconductor assembly, 
testing and packaging plant in Costa Rica in 1996–
1998. Intel chose this small Central American nation 
over Mexico, the front-runner alternative site.45 In 
fact, Intel was not the first major anchor to locate in 
Costa Rica, nor was it the last: for instance, Baxter 
located a world-class medical-device operation 
and launched a flagship supplier development 
programme there in the 1980s.46

As documented in contemporary accounts,47 what 
moved the needle for Intel was an all-of-government 
approach with extraordinary commitment from 
then President Figueres down, moving swiftly to 
coordinate reforms. This was combined with an 
investment promotion counterpart, the Costa 
Rican Coalition for Development Initiatives (CINDE), 
that understood the business case logic for Intel. 
Together, these delivered a credible commitment 
that Intel’s operational requirements would be 
delivered as public goods (tailored technical training, 
energy, airport cargo, customs, permitting).

Notably, Intel was said to be swayed by the 
Costa Rican government’s refusal to engage 
in extraordinary measures beyond the already 
competitive free trade zone (FTZ) regime, levelling the 
playing field with other investors. Intel was promised 
and received conditions that were attractive not just 
for itself but for any comparable company seeking 
to operate successfully in Costa Rica. Likewise, 
Intel’s involvement with policy-makers to deliver 
competitive public goods that benefited its own 
business case, such as co-developing technical 
training programmes, paved the way for the precision 
manufacturing cluster to expand.48

From that foundation, the government’s 
technical-training institutions the Technological 
Institute of Costa Rica (ITCR) and the National 
Learning Institute (INA), together with the wider 
academic community, deepened sector-specific 
capabilities in collaboration with arriving firms. 
Coordination happened through action-oriented 
working groups in which company decision-
makers (general managers, site managers, 
heads of human resources [HR], regulation and 
import–export) sat directly with educators and 
regulators.49 Moreover, at the beginning of the 
export-oriented transformation, Costa Rica 
already had internationally oriented management 
in the textile maquila industry, ready to transfer to 
localizing industries.50 

Companies evaluating Costa Rica for site selection 
also found world-class industrial parks ready to 
host them, including Coyol Free Zone, ranked in 
fDi Intelligence’s Top 10 globally for six consecutive 
years (2020–2025). Parks are privately developed 
and operated and compete for tenants, delivering 
continually upgraded features (cleanrooms, energy 
and connectivity redundancy, certifications, on-site 
classrooms, logistics and transportation), with 
competition driving specialization by sector.51 The 
result is a competition-based industrial strategy: 
privately operated parks compete for investment, 
much as Swiss cantons do, within a framework 
of selective sectoral targeting.52 These industrial 
parks are enabled by a globally competitive FTZ 
regime continuously upgraded in response to firms’ 
evolving requirements. Upgrades include a services-
specific index that filters tax-haven applications and 
a 2020–2021 amendment incentivizing investment 
outside the metropolitan area. 

Starting point

In the 1980s and 1990s, and after the import-
substitution model collapsed, Costa Rican 
industrial transformation priorities moved away 
from subsistence agriculture and low-value 

manufacturing, known as maquila. These priorities 
met the momentum of global companies, especially 
from the United States, looking for offshore 
manufacturing locations.44 

Small Markets, Global Winners: Pathways to Competitive Industries Beyond Trade Distortions 14



Challenges

Challenges remain, especially for locally owned 
ventures. Costa Rica was a favourable location 
to launch a global medtech company because 
of the capabilities present, established credibility 
and relationships with global clients. For 
instance, Establishment Labs, a medical device 
manufacturing company, was founded in 2004, 
leveraging engineering talent and capabilities 
from the established cluster. It went all the way 
to listing on Nasdaq in 2018 and reaching more 

than $160 million in revenue by 2024.59 However, 
access to growth capital was a constraint that 
had to be overcome by seeking access to US 
capital markets.60 In fact, local champions remain 
a minority case: officials point out that fewer than 
10% of local firms have integrated into multinational 
supply chains as direct competitors. Most local 
champions emerge as spin-outs of multinational 
alumni rather than ground-up ventures.61 

peer through its private–NGO governance with a 
private-sector and academic board insulated from 
electoral cycles.56 CINDE’s pitch has consistently 
emphasized a high-value niche rather than 
low cost, and it has built a dedicated aftercare 
function to promote not just location but continued 
reinvestment. Engagement happens at the 
working level, directly with general managers and 
operational leaders, rather than through industry-
wide intermediaries. This enabling and business case 
orientation, shared by different governments over 
the years, has allowed Costa Rica to retain a place 
in companies’ evolving global operating models. 
The conversation has shifted from cost to capability 
and, in a fragmenting global economy, to securing 
high-value operations within distributed footprints.57 

In recent years, the cluster has evolved beyond 
manufacturing as global operating models have 
advanced. Services anchors located regional 
shared-services operations from the early 2000s 
onwards, and existing manufacturers transitioned 
as well. This is captured most clearly in Intel’s 
2014 decision to expand engineering, services 
and R&D rather than exit when its assembly-and-
test line closed.58 This was, again, enabled by the 
accompanying, flexible role of policy and investment 
enablement institutions, from CINDE’s business 
case-oriented and reinvestment focus through 
adapting incentives and education frameworks to 
specialized industrial parks.

Takeaways

Costa Rica built an investment promotion engine with business case logic, insulated from electoral 
cycles and engaging directly with company decision-makers over decades. Level-playing-field 
incentives, a long-standing talent base, deepened through training co-developed with anchor firms, 
and competing private industrial parks supported operating model expansions. Accumulated cluster 
capabilities carried the economy into adjacent segments such as aerospace and towards high-value 
services, engineering and R&D.

Now and next

Today, the mature advanced manufacturing and 
services ecosystem in Costa Rica looks at its 
next phase of evolution amid several generational 
challenges from the rise of artificial intelligence to 

geopolitical fragmentation. It looks to fit the local 
advantages with the global operating model demands 
of multinationals and national niche champions. 
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Chile: Aquaculture4

In Chile, aquaculture has transitioned 
from a demonstrative venture to a globally 
competitive industry and from transferring 
in technology to leading the field.
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Evolution

Salmones Antártica was sold to the Japanese 
marine products company Nissui (formerly Nippon 
Suisan Kaisha) in 1988, providing validation of 
the salmon aquaculture business model in Chile. 
The sale unleashed a wave of investment, as local 
entrepreneurs and global sector leaders expanded 
production.69 World demand quickly absorbed 
competitive Chilean salmon, eventually making 
salmon one of Chile’s largest export categories after 
copper. In this period, international companies such 
as Marine Harvest (now Mowi) and Cermaq (under 
Japanese ownership) as well as local champions 
(such as Aquachile) grew into some of the world’s 

largest salmon companies. Local production 
conditions enabled the specialization in niche 
species such as coho or Pacific salmon, for which 
Chile supplies more than 90% of world demand.70

This rapid growth phase also gave way to the 
emergence of a cluster of specialized suppliers 
in feed, biohealth, processing, logistics and cold 
chain.71 This entailed early local suppliers scaling, 
biotech ventures growing under the FCh model 
over time and global players locating to serve 
specialized niches in the value chain (e.g. animal 
feed, antibiotics).

Emergence

In the late 1970s and early 1980s, Chile’s free-
market reform and policy push for competitive 
export sectors to diversify into tradable activities 
beyond copper were directed to poorer regions. 
Fundación Chile (FCh) was created as an 
autonomous non-profit platform for industrial 
development. It was funded through a $50 million 
endowment that came out of the settlement 
between the Chilean state and the International 
Telephone and Telegraph Corporation (ITT), after the 
previous nationalization of ITT’s Chilean assets.64

Fundación Chile (FCh) was conceived as a 
pioneering platform focused on bringing in 
technologies and know-how from abroad 
and nurturing local science-based business 
opportunities oriented towards leveraging 
competitive advantages to win in global markets, 
thus championing a demonstrative venture 
model. FCh identified opportunities rooted in 
Chilean national advantage, assembled scientific, 
technical and commercial talent and capabilities 
and validated the business case hands on. In its 
early years, FCh built more than 30 companies 
in horticulture, forestry and other sectors.65 While 
FCh invested its own endowment funds in building 

these ventures in the absence of a venture capital 
(VC) ecosystem at the time, it did not do so with 
the mentality that it was subsidizing an infant 
industry. Instead, it had a targeted focus on 
supporting “self-discovery” and demonstrating 
that business models were feasible. The aim 
was to then exit to private-sector owners or be 
accountable for the ventures’ failure.66 

Salmon emerged as a strong fit from the national 
advantage perspective, given the conditions 
in sheltered fjords in southern regions and 
a counter-seasonal production window for 
supplying northern hemisphere markets. FCh 
acquired Domsea Farms, an early US venture, 
and developed Salmones Antártica as a vertically 
integrated operation covering hatcheries, grow-
out, feed, fish health, processing and market 
access.67 FCh’s mandate was not to reinvent the 
wheel, so it channelled technology transfer from 
abroad and innovated for local conditions. The 
demonstrative venture model in this science-based 
sector required biologists and technical talent to 
work together with commercial profiles, all with a 
clear business development mandate.68 

Starting point

Long before the salmon export boom of the 
1980s–2000s, coastal communities in Chiloé and 
southern Chile already had traditional aquaculture 
experience in algae, mussels and other bivalves.62 
During the course of the 20th century, scientists, 
universities, predecessor institutions to the National 
Service for Fish and Aquaculture (SERNAPESCA 
by the Spanish acronym) and international 
cooperation agencies such as the US Peace 
Corps and the Japan International Cooperation 

Agency (JICA) supported this local potential. 
Japanese cooperation was especially important in 
training specialized technicians for the sector and 
transferring know-how in early salmonid and trout-
related aquaculture.63 The first salmonid ranching 
efforts, however, failed to become a scalable 
business model, as firms could not guarantee 
control over the fish that came back after releasing 
them as juveniles.
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Challenges

During this rapid rise to global leadership, production 
expanded faster than regulation, scientific monitoring 
and collective discipline, brewing environmental and 
biosanitary hazards that were at the time not fully 
understood. There was growing awareness of the 
risks, and voluntary standards were considered, 
but producers did not yet face a clear market 
requirement to internalize those risks.

In 2007, the infectious salmon anaemia virus 
(ISA) broke out in Los Lagos and fundamentally 
upended the industry.72 Banks made continued 
financing conditional on changed practices; 
global companies present in the market brought 
outside experience into the response. The sector, 

together with regulators, moved towards stricter 
biosecurity, traceability, certification and oversight 
standards.73 Regulation caught up late, but the 
crisis led to companies incorporating biosecurity 
and environmental risk directly into their business 
models.74 According to representatives from 
industry associations such as Consejo del Salmon, 
after this crisis, Chile’s salmon industry started to 
incorporate biosecurity risk as part of its business 
model. The sector grew at a steadier pace. This 
transition marked the passage from rapid growth 
towards integration and global consolidation, with 
the crisis leaving scars that later became a source 
of operating discipline and competitive resilience.75

Takeaways

Chile’s highlight mechanism is the demonstrative venture approach: an autonomous, public–private 
institution, having identified an opportunity rooted in national advantage, imported and adapted frontier 
technology, and the subsequent success of the venture proved the business case and allowed the 
company to exit to private owners. Biological and environmental risk had to be anticipated and 
managed. The ISA crisis showed how banks, global players and regulators can force the internalization 
of that risk into business models. Industries built on imported know-how can mature into technology 
references for other sectors and countries.

Now and next

Today, Chile has become an aquaculture 
technology reference point and partner for other 
aquaculture industries, including shrimp farming 
in Ecuador. Platforms such as AquaSur bring 
producers of shrimp, tilapia and other species to 
Chile to learn from its value chain and experience.76 

Fundación Chile’s own role has also evolved 
with the broader science-to-market innovation 
ecosystem. It moved from building and exiting 
companies directly when venture capital was absent 
towards supporting venture capital, open innovation 
and a more mature deep-tech ecosystem today.77
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Viet Nam: Electronics 
and IT services

5

Viet Nam is building a home for advanced 
electronics multinationals to drive local 
value, with benefits for adjacent industries.
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Evolution

As electronics and IT capabilities matured in 
education, in industrial parks and within the realm of 
globally competitive companies, other niche parts 
of the IT ecosystem gained a competitive edge, 
particularly in software and IT services, and the 
government moved early to designate software an 
export industry. In 2000, Prime Minister Phan Van 
Khai launched a five-year plan centred on human 
capital and backed by tax relief, preferential credit, 
land and training support and software parks.85

Government demand also functioned as a market 
support instrument that complemented global 

market demand as firms became competitive 
over time. E-government development and the 
National Digital Transformation Program, launched 
in 2020, turned central and local government 
bodies into early customers for domestic firms 
such as FPT Corporation and Viettel.86 For 
example, FPT started diversifying its activities into 
global software categories and serving clients in 
Japan, the US and Europe. Today, it is a global 
IT-services group with revenue of roughly $2.5 
billion, operations across some 30 countries and 
an AI partnership with NVIDIA.87

Emergence

Foreign investment shifted steadily towards exports. 
Between 2000 and 2005, more than 70% of 
approved foreign-invested manufacturing projects 
sold over half of their output abroad.80 Electronics 
exports alone grew from less than $30 million in 
1995 to more than $140 billion by 2025, at which 
point this sector accounted for over a third of the 
country’s exports.81

The state assembled the enabling conditions 
(including trade access, industrial parks, fiscal 
incentives, competitive labour) and promoted 
province-level competition for anchor FDI investors. 
Incentives ran unusually deep and long, with 
preferential corporate income tax rates of 5–10%. 
These rates held for periods ranging from 15 years 
to more than 30 years against a 25% standard tax 
rate. The policy emphasis migrated over time from 
import-duty exemptions towards output subsidies 
and direct support for R&D and infrastructure 
investment, including in priority areas such as AI 
and semiconductors.82

Samsung arrived looking to broaden its existing 
offshore footprint, which was already established 
in China, opening its first major mobile-phone plant 
in Bac Ninh in 2008 with an investment of more 
than $600 million. It added a second megacampus 
in Thai Nguyen in 2014 and a Ho Chi Minh City 
consumer-electronics operation in 2016. Following 
these investments the company went on to make 
Viet Nam its global mobile-handset hub.83

Samsung’s relationship with national and provincial 
authorities was symbiotic: it supported and 
promoted industrial park development, benefitting 
from local labour markets and providing training. 
The state, in turn, benefitted from exposure, job 
creation and a showcase for its model, which 
attracted other major corporations such as Intel, 
Foxconn and LG.84

Starting point

Viet Nam’s success story in electronics and 
information technology (IT) took shape after the 
Doi Moi reforms of 1986 opened the market, 
under which the government sought to establish 
a manufacturing platform for global firms, opening 
the economy up by allowing wholly foreign-owned 
firms to invest, developing export-processing zones 

and industrial parks, and simplifying licensing.78 In 
parallel, the country liberalized trade rules, joined 
the free trade framework of the Association of 
Southeast Asian Nations (ASEAN), signed a bilateral 
agreement with the United States and prepared for 
WTO accession.79 
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Challenges

Viet Nam’s hardware boom turned the country 
into a major value-chain hub for foreign-owned 
global players, while few locally owned champions 
captured significant shares of value added. 
Samsung, as well as Intel, LG and Foxconn, 
brought the technology and production systems fit 
for export leadership. They also brought much of 
their supplier base or plugged production systems 
into existing regional supply chains.88

Local value-added ownership became a major policy 
priority, but the reality of the industry structure and 
the business case for different value-chain activities 
limited this transition. Vietnamese ownership entered 
at the final assembly stage, and local firms lacked the 
capital and know-how to climb higher, while efforts 
to deepen linkages had limited reach. Samsung 
worked with the Ministry of Industry and Trade from 
2014 onwards, and by 2018 had increased the 
number of its Vietnamese Tier 1 vendors from four 
to 29. Yet supplier firms stayed in packaging, simple 

components and support roles, while design, R&D 
and high-value components remained within foreign-
owned operations.89

Notably, this did not mean that value-added 
activities were not located in Viet Nam, just that 
they were not fully owned by local companies. 
Samsung’s Hanoi R&D centre, its organic light-
emitting diode (OLED)-related investment and its 
training activity show that Viet Nam did capture 
more sophisticated functions inside foreign-owned 
footprints. Meanwhile, the industry’s $140 billion-plus 
annual exports came to represent a major economic 
contribution to the country’s development. In fact, 
in June 2026, Viet Nam overhauled its approach to 
attracting FDI through administrative simplification, 
reduced the number of competing provinces from 63 
to 34, increased decentralization and reduced times 
to complete bureaucratic procedures. It also offers 
“green lane” fast-track procedures for companies 
localizing high-value activities.90 

Takeaways

Durable and capability-oriented incentives, regional-level competition and reliable access to 
imports can secure anchor investments that transform a country into an internationally recognized 
manufacturing hub within decades. Value capture should be interpreted pragmatically: spillovers 
delivered value through higher-value activities in foreign-owned subsidiaries localized in-country and 
through growth in adjacent niches, such as software and IT services. Sustained competitiveness 
required numerous adjustments in the FDI toolkit.

Now and next

Viet Nam’s champions were both the foreign-owned 
subsidiaries of global major corporations, localizing 
a growing share of value-added activities, and 
some local firms that clustered around them. Many 
local firms, however, did not capture a significant 
share of value added initially.91 As the country looks 
to the next phase of industrial development, the 

priority continues to be leveraging national-level 
determination, local capability and decentralized 
competition. The aim is to continue to be an 
attractive destination for FDI, for instance in EVs, 
while nurturing local innovation, entrepreneurship 
and industrial upgrading.
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Conclusion
The success stories detailed in this paper yield six guiding principles for the public and private sectors as 
they seek to build globally competitive export industries in emerging markets over the medium to long term. 

For governments

For companies

For public–private collaboration

1

3

5

2

4

6

Look at private-sector development  
through a business lens 
 
Industrial policy will succeed only if the targeted 
companies respond in the desired manner. As 
executives have many options, the preferred response 
should not be assumed. Officials must understand 
the constraints, incentives and capabilities facing 
firms. Sustained engagement with the private sector 
is required for officials to learn and update their 
understanding. This is a marathon, not a sprint. 

Recognize that subsidies and trade-restrictive 
measures alone do not guarantee success

It is better to cater to the specific business case 
drivers of successful export champions than to flatter 
profits with corporate subsidies and raise import 
restrictions, including implementing local content rules. 
If a sector is too small or too uncompetitive, officials 
need to determine the root causes rather than taking 
short cuts. Take a highly sceptical view of proposals 
for subsidies and the effectiveness of expenditure-
switching import policy measures. Will they really 
change the critical corporate decisions?

Embed private pioneers and disciplined  
use of capital as key ingredients 

Firms and entrepreneurs are responsible for taking 
risks in applying new technologies and innovations, 
to develop new customer segments at home and 
abroad, to (re)formulate and test competitive business 
models and to invest in capabilities and scale. Capital 
allocation discipline, which is sharper when failure is 
possible, is central. Corporate decision-makers must 
have skin in the game. 

Shape cluster capabilities beyond their  
current boundaries using anchors

Companies should invest in needed public goods (such 
as specialized education, infrastructure and security) or 
provide them outright where the state is absent. 

Internationally active firms should look for opportunities 
for local value-chain development by importing 
technology and know-how. This, in turn, will facilitate 
investments in adjacent activities and the emergence of 
new lines of business.

Align on strategy and execution,  
not just specific steps

Successful industrial development collaboration 
builds upon direct and sustained policy-maker/
executive interaction. In addition, ensure sufficient 
transparency to avoid capture. 

Collaboration allows both sides to draw up realistic 
yet ambitious plans and to identify next steps. Both 
sides commit investments and actions, applying the 
logic of conditionality to ensure resources are not 
misallocated in vain.

Plan and pivot over time, letting bets  
go when necessary

For a range of reasons, planned business models don’t 
always come to fruition. Events can undermine what was 
once a solid business case. Meanwhile, some events 
create hitherto unseen opportunities. Appreciating in 
advance that pivots may be needed puts a premium 
on having a thorough understanding of relevant 
private-sector dynamics, monitoring developments, 
sharing insights and maintaining the openness and the 
transparency that help retain trust. Setting appropriate 
expectations for relevant stakeholders is vital, including 
letting prior bets go when pivots are needed.
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Not every formula for success in the five illustrative 
case studies described here can be applied 
elsewhere. Nevertheless, it is hoped that the success 
stories described will provide inspiration for policy-
makers and private-sector decision-makers in 
emerging markets looking to build winning export 
industries, while taking country-specific institutional, 
market, environmental and geopolitical conditions 
into consideration. Success is not confined to a 
narrow range of commercial activities. That is the 
good news. However, industrial policy success 

cannot be assured. The state may set strategy, but 
officials alone do not dictate its fate. Business has 
agency every step of the way, and smart policy 
design and engagement reflect that. 

This paper is designed to kick-start a conversation 
among public and private leaders, putting forward 
an alternative approach that better meets the lived 
realities facing the vast majority of nations, their 
governments and corporate executives. 
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