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Abstract

Emerging space nations increasingly recognize the importance of government support in fostering in-
novation and private sector growth. Among the most effective policy tools are grants and prizes, which
encourage research, technological advancements, and entrepreneurship in the space industry. While both
instruments aim to stimulate innovation, they operate differently: grants provide sustained financial
support for research and development, while prizes incentivize breakthrough achievements through com-
petitive challenges. Understanding how and when to deploy these tools is critical for governments seeking
to build sustainable space ecosystems.

This study examines the use of grants and prizes in various national space programs, drawing on
semi-structured interviews with industry stakeholders and an analysis of policy approaches from the
U.S., Europe, and emerging space nations. It explores the economic rationale behind these instruments,
identifying their strengths and limitations in stimulating private investment and advancing technological
frontiers. Grants, commonly used in Europe through programs like Horizon and ESA’s General Support
Technology Programme, offer flexibility and long-term stability but may lack the competitive pressure that
drives rapid innovation. Prizes, as seen in NASA’s Centennial Challenges or the EU’s Cassini initiative,
have the advantage of attracting a diverse pool of talent and reducing financial risk for governments, yet
they require carefully designed incentives to be effective.

By analyzing case studies, this research highlights the conditions under which grants and prizes are
most effective in supporting commercial space development. It also addresses potential market distortions
and how governments can design policies that balance public investment with private sector engagement.
Ultimately, the findings offer strategic recommendations for emerging space nations looking to harness
these funding mechanisms to drive sustainable growth, integrate into the global space economy, and foster
a culture of innovation.
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