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ÅSmart growth (better innovation)

ÅSustainable growth (more green)

ÅInclusive growth (less inequality)



Set rules of the game and ólevelô the playing field

De-risk, incentivise and ófacilitateôprivate sector 

Solve market and system ófailuresô 

oré.something more interesting? 

What is Stateôs role?
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Fixing failures
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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





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, SBIR, 

InQtel, NIH, 

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: adapted from Auerswald/Branscomb , 2003



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


