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Startup Capitalism
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Startup capitalism is “an economic and political system 
in which startups contribute to employment, 
innovation, and growth”—and it can take multiple 
forms. (p. 3)

Startups can be: 

1. resources for large firms, rather than disruptors of 
incumbent firms and technologies (an open 
innovation version of Schumpeter’s Mark II)

2. creative destruction motors (Schumpeter’s Mark I)
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Some examples





Korea’s Centers for Creative Economy & Innovation
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We set out to systematically analyze

How East Asian 
governments 

engage startups, 
and why. 

To what extent 
this represents 
continuity or 

change.



• A “new entrant”, in Schumpeterian terms. 

• A startup is a new, high-growth, and often 
technologically-oriented firm.

• For Schumpeter, these new entrants drive 
creative destruction-–and thus capitalism—
as they radically transform the industry, 
such that incumbent firms and 
technologies are made obsolete.

Startup



Startup policy

Entrepreneurship policy Startup policy Industrial policy

Aim

Remove barriers to 
entrepreneurship and increase 
the rate of new business 
formation

Fuel startup activity in technology-centric 
industries in order to bolster innovation 
capacity in specific sectors and technologies

Boost economic competitiveness, export 
activity, and innovation capacity in 
specific sectors and technologies

Target 
beneficiaries

Would-be founders and 
founders of new firms

Would-be and fledgling founders of high-
growth, technology-oriented firms; incumbent 
firms

Large incumbent firms

Industrial focus Horizontal; not sector-specific Vertical; select strategic sectors and 
technologies

Vertical; select strategic sectors and 
technologies

Instruments 
used

• Funding: grants and loans
• Tax incentives, and subsidies
• Regulatory reforms 
• Education and training

• Funding: equity investment, grants and loans
• Tax incentives and subsidies
• Regulatory reforms
• Education and Training
• Clusters, networks, and institutes (e.g., 

accelerators and incubators)
• Stock market access
• Attracting talent and investment
• Technology infrastructure and public 

procurement

• Funding: loans and working capital
• Tax incentives and subsidies
• Import and export controls
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Funding Taxation Regulation
Clusters, 

Networks and 
Institutes

Attracting Talent 
and Investment

Technology 
Infrastructure 

and Government 
Procurement

Stock Market 
Access

Education and 
Training

Startup policy
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Analytical framework

Firm size 

(startups <-> large 
firms)

Employment

(fluid <-> permanent)

Social purpose

Domestic (job creation, 
economic growth) <-> 

external (national 
security)

Finance

Equity <-> Debt

Innovation

Radical <-> incremental



Schumpeter: Mark I and II

Mark 1 Mark 2

Publication articulating 
the industrial dynamic

The Theory of Economic 
Development (1934) 

Capitalism, Socialism and 
Democracy (1942)

Market structure Competitive Oligopolistic

Barriers to entry Low High

Firm to drive innovation New entrants (startups) Large incumbent firms

Core expectation Creative destruction, driven by 
new entrants, transforms 
techno-industrial paradigm

Well-resourced incumbents 
leverage their resources to 
deliver transformative innovation
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• The nature of technology and the economy in 
the 21st century means that firms no longer 
innovate through internal R&D, leveraging in-
house talent and resources (Chesbrough, 2003). 

• Governments contribute by encouraging 
incumbent competitiveness through 
engagement with startups (judges, 
secondments, mentorship schemes, licensing 
agreement KPIs). 

Startups offer “innovative DNA”



Contextually rationale approaches

Governments engage a wider spectrum 
of firms to compete in global 
(technology) markets in the 21st 
century. 

Each country takes its own path, based 
on its institutions, competitive 
strengths, and technologies involved. 
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Thank you.




