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I - Different countries, 
different policies (1)

• Middle-income countries are increasingly relying 
on FDI and trade to access to foreign technology 
and those TTs are likely to spill over into the 
domestic economy (absorptive capacity)

• Consistent with:
– Recent empirical works on the importance of 

technological spillovers as resulting from FDI and trade 
in middle-income countries

– Recent empirical results that IPRs stimulate TTs (OECD, 
Trade Policy WP n°62)

– Empirical evidence that the increased multinational 
activity in developing countries is sufficiently high to 
offset potential declines in imitative activity
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Different countries, different 
policies (2)

• Things do not happen so well in low-incomes countries
• Various channels by which countries are exposed to 

external technologies are less powerful
– FDI remains at very low levels
– The ratio high tech product import/GDP is low
– Licensing-based strategy to acquire technology: many 

obstacles
• Weak absorptive capacities make the few FDI and high tech 

product import less likely to generate spillovers in the 
domestic economy

• Not only the exposure to foreign technology has not 
increased that much but the extent to which the low-
income countries have benefited from these exposure is 
severely limited by weak absorptive capacities

• Evidence about the increasing gap between middle-income 
and low-income countries
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II - What model of innovation?

• LDCs are small countries in terms of relative size 
of the sectors that could potentially benefit from 
spillovers from innovation and have weak 
absorptive capacities

• The centrality of locally oriented innovations to 
develop absorptive capacities, while at the same 
time the localy generated spillovers from this 
same R&D may end up diffusing away from the 
local point

• Innovations are incremental, cumulative and 
mostly informal

• The point is not that ICT in and of itself causes 
growth but than innovation complementarities in 
the adopting sectors ought to materialize for 
economy wide growth to take place
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III - Discovering the relevant areas for 
advancing science and technology

• Countries have lost control about domains of 
specialization and the future direction of the 
economy (Enos)

• The importance of discovering the relevant 
domains for advancing science and technology

• A particular – entrepreneurial – process and a 
central role for entrepreneurs: to learn what the 
country is good at innovating and producing

• A special role for policy: 
– Incentivizing and supporting this kind of entrepreneurs
– Coordinating investments

• It may be that the most important knowledge for 
LDCs are not purely technical but in fact reside in 
this « discovery process »
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IV - Knowledge ecology and 
innovation systems

• Knowledge Ecology = set of institutions, organizations, 
disciplines that are involved in the production, 
dissemination and use of knowledge – it determines the 
conditions of existence of the relevant and useful 
knowledge

• Innovation Systems = they are not taken for granted. 
They emerge or not as the elements of the ecology interact 
to futher the innovation process

• « In a healthy economy there would be countless numbers 
of specialized I.S. generated at the micro-level; systems 
that are born and decay as new innovation problems are 
posed and solved » (David & Metcalfe, K4G expert group)
– I.S as a (desirable) emergent property of interactions among 

the elements of the ecology which develop for the purposes of 
solving specific innovation problems
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The knowledge ecology (1)
• Access to new knowledge once it has been produced and 

for which there is a market in rich countries
• Production of knowledge and technologies that are needed 

in the country and have no market in the developed world
• Transmission & use: knowledge as such is almost useless in 

the absence of some other critical resources which are 
avaialble only at positive, very high costs (such as human 
capital)

• Measure : unless indicators and data are available, the 
knowledge ecology is hardly visible and policy makers have 
no way to « grip it » in order to design policy responses to 
science and technology issues
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The knowledge ecology (2)
• Forming research capabilities and the 

knowledge base for innovation
• Developing the public research sector
• Increasing the centrality of research 

universities
• Focussing resources on engineering 

disciplines
• Supporting absorptive capacities in the 

private sector
• Investing in human capital for innovation
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Innovation systems

• Removing barriers and increasing 
incentives to allow the elements of 
the knowledge ecology to build 
systems of innovation

• Technology transfers and diffusion: 
who should be connected?

• Public research organizations –
industry

• Horizontal communities
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Conclusion
• Three categories of policy responsibilities
• Supporting the entrepreneurial process of 

search and discovery of the relevant areas 
for advancing science and technology

• Developing the knowlege ecology to 
ensure that it is sufficiently rich and 
diverse to cover all « knowledge needs » 
for innovation

• Improving the chances of innovation 
system being formed from the ecology (a 
problem about barriers and incentives to 
collaborate to solve innovation problems)
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