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3 simple points with radical implications for governance

1. Government does not only ‘intervene’ in innovation policy, it is often a 

major entrepreneurial ‘agent’.  Not only ‘enabling’ innovation but actually doing it 

(not just basic research also applied products: internet, new drugs etc). 

2. Especially true for ‘radical’ innovations, with high uncertainty. 

VC funds often less willing to take on very risky phase. (e.g. Priority NME drugs in Fig. 1)

3. The Government as ‘entrepreneur’ means we must: 

a. Allow government to fail. Exploration and learning produce many. So cannot have 

evaluation committees scared of failure (rewriting it as a success). Fig. 2

b. Understand the organisation specific conditions that allow innovation efforts to lead to 

good performance—even in Government (as with our sectoral studies Figs. 3-4)

c. Need to think more explicitly about how governance of innovation differs for radical vs

incremental innovations. Are current governance structures geared more towards 

incremental (competence enhancing) innovations which strengthen incumbents? 



Out of a total of 1072 drugs 
approved by the FDA 
between 1993 and 2004, 
only 146 were NMEs with 
priority review, only 14% of 
the total. 

Source: www.fda.gov/cder/rdmt/pstable.htm

Fig 1

http://www.fda.gov/cder/rdmt/pstable.htm
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Periods of entrepreneurship are followed by SHAKEOUTS.... 

Fig 2
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Fig 3



Impact of R&D on pharma firm growth 

Source: Mazzucato and Demirel (2009)

Fig 4




