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Building back better?

 Green New Deal

* European Union Horizon 2020
« Smart growth (better innovation)
 Sustainable growth (more green)
* Inclusive growth (less inequality)

« Sustainable Development Goals

« Return of ‘industrial strategy’
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Role of Business? shareholder vs stakeholder maximization

LARRY FINK'S 2018 LETTER TO CEOS

A Sen f Pur
se seo urpose Shareholder Value Is No Longer

“Without a sense of purpose, no company, either public or private, can achieve E @
’ Y ' verything, Top C.E.O.s Say

its full potential. It will ultimately lose the license to operate from key

stakeholders. It will succumb to short-term pressures to distribute earnings, and, Chief executives from the Business Roundtable, including the
in the process, sacrifice investments in employee development, innovation, and leaders of Apple and JPMorgan Chase, argued that

capital expenditures that are necessary for long-term growth. It will remain companies must also invest in employees and deliver value to
exposed to activist campaigns that articulate a clearer goal, even if that goal customers.
serves only the shortest and narrowest of objectives. And ultimately, that

company will provide subpar returns to the investors who depend on it to

finance their retirement, home purchases, or higher education.”

€he New Hork Eimes
Aug. 18, 2019

Purpose?



Role of policy? Just fixing markets?

Negative “Fixes” to market failures
externalities e.g.
ollution : . . qe
Public goods e.g. S information - Taxation and subsidies
knowledge, clean .
air &.0. SME - Market creation
inance .
(e.g. carbon credits)
- Information provision
Coordination failures Imperfect - Anti-trust (and anti-unionism)
e.g. pro-cyclical competition
investment e.g. monopolie<

Reality = “failure™? IPP




5 Big Global Problems



(1) The finance problem
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UK domestic bank composition of net lending by industrial sector

Source: Bank of England, series RPQT, amounts outstanding at end 1st quarter and NEF calculations
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House prices and mortgage credit over 130 years in (14) advanced economies
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(2) The industry problem

From 2008 to 2017, 466 S&P 500 companies distributed $4 trillion
to shareholders as buybacks, equal to 53 percent of profits, along

with $3.1 trillion as dividends. . I = 9%

I 93%

REINVEST REPURCHASE

(From: William Lazonick, Harvard Business Review, 2014---- Lazonick & Jocobson, NYT, 2018 )
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(3) The inequality problem

Average wages & labour productivity in 36 developed economies, 1999-2013
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(4) The climate problem

o [PCC: 11 yrs left for global warming to be kept to max 1.5C. Even
half a degree will worsen risks of drought, floods, extreme heat and
poverty for hundreds of millions of people.

* Current investment in GREEN ENERGY only 20% of what 1t
should be! (and energy transition 1s not enough)

* In 2019, subsidies to fossil fuel companies were estimated at $20
billion a year 1n the US and an enormous €55 billion a year 1n the
European Union.



(5) The State’s problem

(just patching things up?)

@, Negative
’ externalities

.- Public goods e.g. pollution
e.g. knowledge, clean air l

7 Coordination failures
e.g. pro-cyclical investment

Information failures ; G
e.g. SME finance & #=

s Imperfect competition

e.g. monopolies




Rethinking the State, Value & Public Purpose

THE
ENTREPRENEURIAL
STATE
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Debunking
Public vs. Private
Sector Myths
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THE STATE



Stupid assumptions get stupid answers




e Romneyomics explained
l h C - The euro crisis: back after its siesta
EcCOnOmist  ageovassoigas
The science of guerrilla warfare
America’s bagel king

'I'he thlrd mdustr" I

"Governments have always been
lousy at picking winners... 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 kinds... Leave the rest to

the revolutionaries.”

(“The Third Industrial Revolution’, The
Economist, April 21, 2012).




Market failure policies didn’t get us ....

* ‘mass production’ system THE
ENTREPRENEURIAL
.. . STATE
* aviation and space technologies
Y)Y
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* nanotechnology and Al 08
Sector Myths
= green technology MARIANA MAZZUCATO

s $ THE S 5 5 R o - ZA
S 1 T E { A 3
STNG e STL e - LED 8 3 0 A
For more Information, please visit the book’s website:



What made the iPhone so ‘smart’? The tax payer!

DRAM cache

DARPA

Click-wheel
RRE, CERN,

’

Lithium-ion batteries
Dok

Signal Compression

Army Research Office
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Liquid-crystal display
NIH, NSF, DoD

\

’
Multi-touch screen NAVSTAR-GPS
Dok, CIA/NSF DaD DoD/NAVY
\
SIRI
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First generation iPod
(2001)

iPod Touch and iPhone (2007)
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Source: Mazzucato (2013), p. 109, Fig. 13



Co-creating markets not (only) fixing them

“Creating breakthrough technologies for national security is the mission of the Defense Advanced
Research Projects Agency (DARPA).”

“The ARPA-E mission is to catalyze the development of transformational, high-impact energy
technologies.”

“NIH’s 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 iliness and disability.”

“The mission of the KfW Group is to support change and encourage forward-looking ideas — in
Germany, Europe and throughout the world.”

“BNDES mission is to foster sustainable and competitive development in the Brazilian economy,
generating employment while reducing social and regional inequalities.”

“The mission of the Palestinian Investment Fund (PIF) is to invest in and mobilize partnerships in
strategic projects in vital, underserved sectors of the Palestinian economy.”



Co-creating along entire innovation chain

3. early stage\
1. research 2 conpept/ technology 4. Product 5. production/
invention Development development marketing

.
v,
‘e
Yo

NSF, NIH, Angel investors, VC, SBIR,

Corporate venture
DARPA corporations, InQtel, NIH, funds, equity,
Corporate technology labs, ARPA-E, commercial debt
research SBIR, NASA Yozma, KfW,

PIF



A new vocabulary (and curriculum) for governments
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If language Is not correct, then what is said is not what iIs meant;
If what is said Is not what is meant, then what must be done
remains undone,; if this remains undone, morals and art will
deteriorate; If justice goes astray, the people will stand about In
helpless confusion.

Confucius, Chinese philosopher & reformer (551 BC - 479 BC)



VALUE



“Story-tellers rule the world”

Plato ancient Greek philosopher (approx. 424 BC - 327 BC)

Stories about ‘who is productive? who creates value?’



Where does Value come from?

= 1600s Mercantilists: TRADE!
» 1700s Physiocrats: FARMING!
= 1800s Classicals: LABOUR!

= 1900s/now Neoclassicals: PREFERENCES!
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Francois Quesnay
1694-1774
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