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For the better part of the last thirty years, the global
consensus on industrial policy was defined by a specific,
somewhat  detached  architecture.  Governments,  wary  of  being
accused  of  “picking  winners,”  generally  limited  their
interventions to the periphery of the market. They offered tax
credits  to  spur  R&D,  provided  grants  to  subsidize
manufacturing,  or  established  regulatory  sandboxes  to
encourage innovation. The state acted as a gardener; watering
the soil, perhaps pruning a few hedges, but largely trusting
the private sector to decide what grew.

That era is over. As we settle into 2026, we are witnessing a
profound mutation in the DNA of industrial policy. Driven by
the fracturing of the geopolitical order and the rise of dual-
use technologies, the state is no longer content to be a mere
benefactor  or  regulator.  Today,  governments  are  stepping
directly onto the playing field, transitioning from grant-
makers  to  shareholders.  We  are  entering  the  age  of  the
Sovereign Venture Capitalist.

This shift represents a fundamental rewriting of the social
contract between the public sector and private enterprise. In
my  three  decades  advising  sovereign  states,  Fortune  500
corporations, and international organizations, I have observed
the gradual tightening of the nexus between national security
and economic competitiveness. However, what is occurring now
is not a tightening; it is a fusion.

The  catalyst  for  this  change  is  the  realization  that  in
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critical  sectors;  specifically  defense,  artificial
intelligence (AI), quantum computing, and space exploration.
The timeline of traditional procurement and the passivity of
subsidies are insufficient. The speed of innovation in the
private sector vastly outpaces the bureaucratic machinery of
the  state.  Furthermore,  the  capital  intensity  required  to
scale these deep technologies often exceeds what traditional
VC markets, obsessed with short-term metrics, are willing to
tolerate.

From Market Fixer to Market Maker
Consequently,  we  are  seeing  the  emergence  of  state-backed
investment vehicles that do not merely offer loans, but take
direct equity stakes in startups. The United States, long the
bastion  of  free-market  orthodoxy,  has  become  a  leading
practitioner of this new doctrine. The “equitization” of the
CHIPS  Act  funding,  most  notably  the  government’s  move  to
secure equity warrants in semiconductor champions like Intel,
was the crossing of the Rubicon. It signaled that if the
taxpayer  is  to  underwrite  the  existential  risk  of
reindustrialization,  the  taxpayer  must  also  capture  the
strategic upside.

This logic is rapidly extending to the quantum frontier. The
Department of Commerce’s negotiations with quantum pioneers
like  IonQ  and  Rigetti  to  swap  federal  funding  for  equity
positions  demonstrates  a  new  strategic  calculus:  “Quantum
Supremacy” is not a commodity to be bought; it is a national
asset to be owned.

This  is  not  an  American  idiosyncrasy;  it  is  a  global
contagion. In Europe, the rhetoric of “strategic autonomy” has
operationalized  into  hard  capital.  France’s  Definvest  and
French Tech Souveraineté funds are actively taking stakes in
dual-use  champions,  from  space  antenna  manufacturers  like
Anywaves to sovereign cloud providers. Germany shattered its
own post-war taboos by acquiring a blocking stake in defense



electronics firm Hensoldt. And the NATO Innovation Fund, now
deploying its €1 billion into startups across the Alliance,
represents  the  multilateral  evolution  of  this  trend;  a
“closed-loop”  innovation  economy  funded  by,  and  for,  the
state.

The Governance Paradox
The  rise  of  the  “Investor-State”  introduces  profound
considerations. When a government becomes a major shareholder
in a defense AI startup, it effectively fuses the regulator
with the regulated.

How does the DOJ or the European Commission impartially
police an antitrust case involving a company where the
Treasury holds a board observer seat?

What happens to the fiduciary duty to maximize profit
when it conflicts with the sovereign duty to maximize
national security?

If a state-backed quantum firm fails to meet safety
standards, will it be allowed to fail, or will “too big
to fail” morph into “too strategic to fail”?

The Diplomatic Cap Table
Furthermore, this shift weaponizes the capitalization table. A
startup’s  “investor  relations”  strategy  is  now
indistinguishable from its foreign policy. Accepting sovereign
equity is a double-edged sword. It offers “patient capital”
and a guaranteed customer, but it also locks the company into
a specific geopolitical orbit. A defense AI company with the
Pentagon or a European Ministry of Defense on its cap table
may find its exit options severely restricted. Selling to a
foreign  acquirer  becomes  a  diplomatic  impossibility  rather
than a business decision.



For the emerging industrialist, the message is clear: The
government is no longer just the referee. It is now a player,
a partner, and occasionally, the most demanding shareholder in
the room.

We  are  leaving  the  age  of  laissez-faire  innovation.  As
governments build their portfolios, from the Gulf’s sovereign
wealth funds transforming into active deep-tech investors to
the  U.S.  Commerce  Department’s  equity  warrants,  they  are
reshaping the global economy into a collection of competing
national portfolios. Navigating this convergence requires not
just business acumen, but a diplomatic sophistication that
understands the new rules of geoeconomic statecraft. The state
has pulled up a chair, and it has placed its chips on the
table.
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