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3 big battles

ÅSmart growth (more innovation)

ÅSustainable growth (more green)

ÅInclusive growth (less inequality)



Set ólevelôplaying field then get out of the way

Solve market ófailuresô

De-risk (and ófacilitateô) private sector 

Something é more interesting? 

Biggest battle: what is Stateôs role?



"Governments have always been 

lousy at picking winnersé As 

the revolution rages, 

governments should stick to 

the basics: better schools for a 

skilled workforce, clear rules and 

a level playing field for enterprises 

of all kindsé Leave the rest to 

the revolutionaries.ò

(óThe Third Industrial Revolutionô, The 

Economist, April 21, 2012).
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Policy as (just) fixing market failures?  

http://www.47project.com/wp-content/uploads/2009/10/bandaids.jpg


ñThe road to free markets was opened and kept 
open by an enormous increase in continuous, 
centrally organized and controlled 
interventionismé Administrators had to be 
constantly on the watch to ensure the free working 
of the system.ò

Karl Polanyi, The Great Transformation, 1944 

A different view: market shaping & creating

ñThe important thing for Government is not to do 

things which individuals are doing already, and to 

do them a little better or a little worse; but to do 

those things which at present are not done at all.ò

John M. Keynes, The End of Laissez Faire, 1926







ÉDIRECTIONS. Policy as actively setting direction of change. 

How to foster a more dynamic debate about possible directions 

(and stop useless worry about ópicking winnersô).  

ÉEVALUATION. How to evaluate public sector market creating 

investments (pushing market frontiers)?

ÉEXPLORATIVE ORGANIZATIONS. How to build explorative 

public sector organizations that welcome trial and error?

ÉRISKS AND REWARDS. How to socialize both risks and 

rewards, with revolving fund for future innovation and welfare.  

(discussed in Mazzucato, 2015) 

New questions for economic policy
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Market failure policies donôt explain 

General Purpose Technologies

Å mass production system

Åaviation technologies

Åspace technologies

ÅIT

Åinternet 

Ånuclear power

Ånanotechnology 

Ågreen technology



Missions and risk-taking along 

entire innovation chain 

1. research 2. concept/

invention

3. early stage 

technology

Development
4. Product 

development

5. production/ 

marketing

Angel investors, 

corporations, 

technology labs,

SBIR, NASA

NSF, NIH, 

DARPA

Corporate

research

Corporate venture 

funds, equity, 

commercial debt

VC, public 

venture 

capital, NIH, 

labs, ARPA-E

Source frequently funds this technological stage

Source occasionally funds this technological stage

Patent Invention: functional prototype Business Validation Innovation new firm or program Viable business

Source: Auerswald/Branscomb , 2003



NASAôs mission is to ñDrive advances in science, technology, aeronautics, 

and space exploration to enhance knowledge, education, innovation, 

economic vitality, and stewardship of Earth.òNASA 2014 Strategic Plan

ñCreating breakthrough technologies for national security is the mission of 

the Defense Advanced Research Projects Agency (DARPA).ò

ñThe ARPA-E mission is to catalyze the development of transformational, 

high-impact energy technologies.ò

ñNIHôs mission is to seek fundamental knowledge about the nature and 

behavior of living systems and the application of that knowledge to enhance 

health, lengthen life, and reduce illness and disability.ò

ñThe mission of the KfW Group is to support change and encourage 

forward-looking ideas ïin Germany, Europe and throughout the world.ò

Creating missions not fixing markets   



Private and Public (SBIR) Venture Capital

`Source: Block and Keller, 2012



What makes the iPhone so ósmartô? 

Source: Mazzucato (2013), p. 109, Fig. 13 



Total NIH spending, 1936-2011 in 2011 dollars=$792 billion

NIH budget for 2012=$30.9 billion

Source: http://officeofbudget.od.nih.gov/approp_hist.html

National Institutes of Health budgets 1936-2011



Source: OECD 2012 http://www.oecd.org/sti/sti-outlook-2012-financing-business-rd.pdf 



Business R&D spending (BERD)



Businessmen have a different set of delusions from politicians, 

and need, therefore, different handling. They are, however, 

much milder than politicians, at the same time allured and 

terrified by the glare of publicity, easily persuaded to be 

ópatriotsô, perplexed, bemused, indeed terrified, yet only too 

anxious to take a cheerful view, vain perhaps but very unsure of 

themselves, pathetically responsive to a kind word. You could 

do anything you liked with them, if you would treat them (even 

the big ones), not as wolves or tigers, but as domestic animals 

by nature, even though they have been badly brought up and 

not trained as you would wishé.

John M. Keynesôs private letter to Franklin D. Roosevelt

Feb 1, 1938
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Source: Ghosh and Nanda, 2011

Technology risk in clean tech
(venture capital will ride the wave, who will kick/push?)


