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Some major premises

• Technological innovation (and imitation) as a 
fundamental driver of economic growth 
[ with importance which grows as countries approach 
technological frontier ]

• Even in ‘frontier countries’, technological 
innovation is necessary but not sufficient, alone, 
to determine sustained growth 
[ as the recent crisis shows ‘Schumpeter’ is not enough, 
a deep re-consideration of Keynes is required ]



• The processes of search and development 
leading to technological innovation often 
involves R&D but not always 
[ it depends on sectors and technologies ]



Patterns of R&D investment

• High inter-national variation 
[with R&D intensity correlated with per capita GDP … 
causation likely to run both ways]

• High inter-sectoral variation

• High inter-firm variation even within same sector 
and same country
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TWO-DIGIT INDUSTRY R&D INTENSITY (R&D/SALES) DISTRIBUTIONS
Source: Cohen and Klepper, R&D Intensity Distributions, 
AER 82/4, 1992
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General property

• Tendency of private actors to under invest 
in R&D 

[ since Nelson (1959) and Arrow (1962) we 
know about systematic differences between 
social and private returns to innovative search ]



Determinants of propensity 
to invest

• First order determinants
– Technology-specific technological opportunities
– Technology-specific modes of doing search 

[ an important incidental: given the Italian sectoral composition of 
industrial output, trying to reach the 3% Lisbon objective is not 
only impossible but somewhat silly ]

• Little role of appropriability 
(above a minimum threshold) 
Indeed misplaced emphasis on IPR: an increase in their 
scope and tightness does not have effects on the rates 
of innovation ... on the contrary ‘tragedy of anti- 
commons’



• Some evidence of cash-flow constraints on R&D

– Especially in ‘market-based’ (mostly Anglo-Saxon) 
economies

– Especially concerning new firms



Role of public agencies and 
policies

• Government funding for start-ups 
[ NB: in the US, Small Business Investment Company 
(SBIC) and Small Business Innovation Research (SBIR) 
account for around 60% of venture capital ]

• Limited ‘additionality’ of R&D subsidies and tax 
rebates



• Fundamental public role in

– Generation of new knowledge (from universities to 
public labs)

– Knowledge-related infrastructures

• Major mission-oriented programmes

[ the contemporary equivalent of military and space 
programmes in the 50’s, 60’s, 70’s ]



Toward an innovation-friendly 

Keynesianism?



Percentage of venture investment over GDP various countries and regions
Source: Hall and Lerner (2010)
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