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Motivation  
There is a relatively broad consensus among economists that 

the economic growth is linked to technological innovation. 
Agreement becomes narrow when the issue is how to 
innovate

Firms can innovate by purchasing capital goods or by 
spending in R&D.

If firms are stimulated to invest in R&D, will they cause more 
fixed investments and therefore

1- accelerate their growth?

2- improve international trade?

These questions are relevant for any country wishing to migrate 
to more advanced stages of development

These questions are important from the view point of public 
policy. If the answers are affirmative for a country, it will imply 
that the government should program higher investments 
aimed at stimulating R&D within firms.
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1- Knowledge and Growth

The Brazilian Firms Experience



Knowledge and Growth

The aim is to focus on the impact of the 
production of knowledge on the 
accumulation of fixed capital and growth in 
Brazil.

The hypothesis is that investment in R&D 
causes investment in fixed capital in 
Brazilian industrial firms and therefore 
accelerate their growth.

The empirical estimates rest on an IPEA database for information on 24 
thousand firms and the workers linked to these firms during the 
period 1996-2003 and on the National Innovation Survey (PINTEC)



Why might R&D investment lead firms to 
invest more in fixed capital? 

- When a firm invests in creative activities, in 
knowledge and in R&D, it generates new products 
and processes that need to be produced and 
introduced on the market

- Manufacturing and marketing activities of the firm 
have to be adapted to innovations. 

- The firm makes additional investments in fixed 
capital to expand or adapt its production facilities, 
thus spurring the growth of the firm.


