
Occasional Paper Series February 24, 2003 
 

How Governments Matter to New Industry 
Creation 
 
Jennifer W. Spencer 
Assistant Professor of International Business 
School of Business and Public Management 
The George Washington University 
 
Thomas P. Murtha 
Associate Professor, Department of Strategic Management and Organization 
Carlson School of Management 
University of Minnesota 
 
Stefanie A. Lenway 
Chair and Professor, Department of Strategic Management and Organization 
Carlson School of Management 
University of Minnesota 

 
 

CSGOP-03-06 
This paper was written as part of a research project funded by The GW Center for the Study of Globalization 



 

 
 
 
 
 
 
 
 
 
The GW Center for the Study of Globalization 
Occasional Paper Series 
 
 
The George Washington Center for the Study of Globalization (GWCSG) provides research grants to GW 
faculty to conduct investigations on the various forces that are driving globalization, the implications of 
globalization for business strategy and government policy, as well as the effects of globalization on people’s 
day-to-day lives. The projects consider how globalization is changing the relationship between markets and 
governance at local, national and international levels; how globalization is affecting the stability of 
international financial markets, and how information technology effects globalization.  
 
The Occasional Paper Series showcases research papers that have been funded by the Center. It provides GW 
and the general public with access to innovative ideas, expands opportunities for research collaboration 
between academics and practitioners, and gives more timely access to high-quality research than is available 
from traditional academic or professional journals. 
 
All papers published in this series can be found at the GWCSG Web site, located at 
http://www.gwu.edu/~gwcsg. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Contact Us 
 
The GW Center for the Study of Globalization 
2033 K Street, NW, Suite 230 
Washington, DC 20052 
 
Phone: (202) 994-5221 
Fax:  (202) 994-5284 
Email: gwcsg@gwu.edu 
Web:  www.gwu.edu/~gwcsg 



 
 
 
 
 

How Governments Matter  
to New Industry Creation 

 
 
 
 

Jennifer W. Spencer 
Assistant Professor of International Business 
School of Business and Public Management 

The George Washington University 
Email: jspencer@gwu.edu 

 
Thomas P. Murtha 

Associate Professor, Department of Strategic Management and Organization 
Carlson School of Management 

University of Minnesota 
Email: tmurtha@csom.umn.edu 

 
Stefanie A. Lenway 

Chair and Professor, Department of Strategic Management and Organization 
Carlson School of Management 

University of Minnesota 
Email: slenway@csom.umn.edu 

 
 
 
 
 

Abstract: 
This article articulates the opportunities and challenges for governments and innovating firms operating within 
countries displaying four types of national political institutional structures.  We argue that corporatist and 
associational institutional structures influence governments’ capabilities to support diffusion- and mission- 
oriented technology policies and firms’ tendencies to engage in bricolage or breakthrough approaches to 
technological entrepreneurship.  In addition, the relative strength of state institutions can amplify or 
compromise governments’ technology policies and firms’ innovation strategies.   
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diffusion or hybrid policy implementation, taking national tendencies in approaches to technology 
entrepreneurship into account. 
 
 
National Political Institutional Structures:  Opportunities and Challenges 
 
 

Figure 1 
National Political Institutional Structures: Opportunities and Challenges 

 
Social-Corporatist 

 
• Interaction among interests formally 

organized along official lines. 
• State plays more facilitative role 
• Government acts as partner, but does not 

lead, new industry emergence. 
• Diffusion policy orientation and 

implementation. 
• Tendency for bricolage entrepreneurial 

approach reinforced. 
 
 
 
 
 
 
Countries: Sweden, Denmark, Finland 

State-Corporatist 
 
• Centralized public bureaucratic 

apparatus. 
• Policy networks and societal groups 

recognized and legitimated by state.  
• Networks among organized social actors 

may equilibrate state centralism. 
• Diffusion-oriented policies capitalize on 

pre-existing networks and norms of 
collaboration. 

• Strong state has capability to impose 
mission policy implementation.  

• Tendency for bricolage entrepreneurial 
approach can be compromised by 
resource targeting. 

 
Countries: Germany, Japan 

Liberal-Pluralist 
 
• Relatively fragmented, issue-focused, 

interest groups. 
• Relatively weak state. 
• Independence and competition among 

business organizations, interest groups. 
•  Tendency toward mission-oriented 

programs. 
• Societal demands for diffusion of 

resources can compromise mission 
policy implementation. 

• Tendency for breakthrough 
entrepreneurial approach can be 
compromised by resource fragmentation. 

 
Countries: US, Britain, Australia 

State-Nation 
 
• Indistinct boundaries between public and 

private sectors. 
• Political and managerial leaders tend to 

cooperate rather than act as adversaries. 
• Mission policy orientation and 

implementation.  
• Tendency for breakthrough approach to 

technological entrepreneurship 
reinforced. 

 
 
 
 
 

Countries: France, Italy, Belgium 

 

 

 

 

Corporate 

 

 

 

Organization of 
Society 
(How Corporatist?) 
 

 
 
 
 
 

Associational 

Societal Statist 

Collective Agency (How Statist?) 

 
 
Figure 1 offers an historically based four-cell typology of capitalist polities to categorize national political 
institutional structures and their associated policy networks (Jepperson, 2002).  The horizontal dimension 
defines collective agency or public authority as either society- or state-centric.  The vertical dimension defines 
the organization of society from associational to corporatist.  These two dimensions delineate four types of 
national political institutional structures: state-corporatist, social-corporatist, liberal-pluralist and state-nation.  
We will describe exemplary features of firm/state relations within each type, and discuss the capabilities and 
challenges of countries in each cell.   
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strategy on the founder’s confidence that it would leapfrog the dominant approach.  When the French firm 
encountered difficulties gaining access to the government funding available in the United States, it 
reincorporated in Delaware and listed itself on the NASDAQ (Doz, Ring, Lenway & Murtha, 1998). 

At the extreme, state-nation political institutional structures offer governments a unique autonomy in 
new industry creation to act as policy-makers, corporate strategists, entrepreneurs, their own first and best 
customers, and ultimately as technology visionaries that can defy the short-sightedness of markets.  As the 
pace of technological change increases, however, so does the danger that the industries established in this way 
will sow the seeds of national economic decline by creating obstacles to adaptation, squandering resources on 
prestigious projects for which the price of entry seems ever-greater, and resisting participation in international 
entrepreneurial communities except as a leading light.   
 
 
IMPLICATIONS FOR GOVERNMENTS AND FIRMS 
 

Clearly industrial policy has not disappeared as a national government function.  But globalization, 
the increasing pace of technological evolution, and the growing knowledge content of international trade have 
changed the types of policies that governments can effectively implement.  In devising such policies, 
governments must be cognizant of the constraints and opportunities posed by their national political 
institutional structures, and ensure a fit between state capabilities and government technology strategies.  
Policy errors occur when governments and firms fail to recognize technological and institutional change, and 
when national political institutional structures, historic national technology policies, and the nature of 
collective agency interact to confound adaptation.  Policy successes often occur when governments implement 
programs that minimize officials’ choices in resource allocation, and enhance the choices intermediated by 
markets (Murtha et al, 1996; Murtha & Lenway, 1994).   

The degree to which globalization has brought convergence in national economic structures and 
policies remains open to debate (Guillen, 2001).  But there is little doubt that cross-national learning takes 
place among governments, which experiment with alternative models of industrial policy and adopt ideas that 
seem to succeed elsewhere (Murtha & Lenway, 1994).  In reproducing these programs, governments must 
recognize that limitations posed by their own political environments may impede policy success.  In addition, 
governments must understand that as technologies become ever more sophisticated, firms’ isolation from the 
global marketplace becomes increasingly costly.  Government policies that discourage firms from participating 
in global markets deprive them of the opportunity to leverage global network externalities and achieve global 
economies of scale.  These policies that run against the grain of global industry emergence make success in 
commercial markets an ever more improbable outcome.      

For their parts, managers must be wary of designing their corporate strategies to match the provisions 
of government-initiated assistance programs without ensuring that the proposed project has independent 
commercial merit.  Particularly when operating in weak states, managers must avoid investments in assets that 
have little applicability in other contexts, should government policies shift.  Managers should also be cautious 
of government policies that include stipulations that isolate their firm from the resources and institutions 
available in the global marketplace.  In order to succeed, firms must devise strategies to leverage local 
resources and opportunities without forgetting that they lay embedded within a global, as well as national, 
innovation system. 
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