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What can innovation do about the crisis? 

The crisis is rooted in finance, demand and 
uncertainty... What can innovation do about it? 

Innovation can help restore markets’ confidence 
in long term growth potential, hence induce 
investment now, then growth now.  

=> Well designed innovation policies can 
reduce uncertainty, enhance demand etc. 

Conclusion: Innovation should be part of policy 
packages for tackling the crisis. 
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Innovation in the current crisis 

As shown by OECD research: 

- Innovation has suffered since the beginning of this crisis 
(R&D, patents). 

- Entrepreneurial firms (small, young) are particularly 
hit, due to lack of finance – lower firm creation, venture 
capital. 

- Due to the sovereign debt crisis, government 
expenditure on innovation is under pressure. 

- Innovation activities are continuing their migration from 
developed to developing countries (MNEs, national 
firms). 

And growth is likely to keep slow in OECD over the next 
years (deleveraging): so, innovation is under threat… 
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Policy principles for boosting innovation  

in times of low growth 

Seek measures with low cost / high leverage, and 
with direct impact on binding constraints to 
innovation (uncertainty, finance, demand): 

– Do structural reform to improve conditions 
for growth. 

– Focus support on entrepreneurial firms. 

– Reduce risk and uncertainty. 

– Protect existing assets at risk of depreciation 
as they’re not used (skills). 
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Reform the innovation system 

• Develop risk sharing schemes between government and 
business (contingent payment of licensing fees, loans 
repaid in case of success etc.) 

• Reform the public research sector to strengthen its 
relevance and excellence. 

• Encourage entrepreneurship: facilitate the creation and 
growth of firms (lower administrative barriers, ease 
access to finance). 

• Demand side policies (procurement, standards) => a 
“double dividend”: satisfy social needs (green, ageing) + 
innovation. 
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Develop new sources of growth 

• Ensure favourable conditions for the expansion of new, 
IT based, activities: “apps-based”  firms 
(entrepreneurship policy); exploitation of public sector 
data (dissemination policy); ubiquitous Internet 
(spectrum allocation).  

• Create conditions for an expansion of economic demand 
relating to social challenges (health, ageing, green, 
energy): innovation –including non tech (provision of 
social services)- there might trigger a virtuous cycle of  

  increase in productivity  increase in demand. 

• Tap into all sources of talent: women, minorities. 
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Preserve and develop key assets 

• Preserve skills from erosion due to unemployment 
(temporary traineeships in universities, part-time 
support by government etc.). 

• Selectivity in research: Maintain expenditure on the best 
universities and public research centres. 

• Make infrastructures smart (energy, transportation) = 
less costly and sometimes more effective than building 
new ones; and more intensive in innovation. 
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Issues that the crisis has exacerbated 

Industrial policies: Government support beyond the 
research stage = Rejected over the past decades. Their 
apparently successful implementation in some emerging 
countries and the waning magic of markets (financial 
crisis) have revived a revamped version of industrial 
policies. Raises a number of questions: 

– Justifications? (“entrepreneurial discovery”) 

– Instruments? (demand, clusters etc.) 

– Governance? (transparency, competition) 

–  Is “neutral IP” an oxymoron? (sectoral impact) 

– International compatibility/coordination? (vs. “don’t 
ask, don’t tell”) 
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Issues that the crisis has exacerbated (2) 

Inclusive innovation: utilitarian approach has dominated 
the growth policy agenda to date –”let’s grow the cake in 
whatever way; then share it”. But innovation has 
arguably contributed to increase inequalities over the 
past 2-3 decades, and ex-post redistribution proved 
unable to correct for it. 

=> time to look for solutions at the level of innovation 
itself? = “inclusive innovation”, “frugal innovation”, 
“grassroots innovation” etc. not only in poorer countries? 
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Further information 

 

www.oecd.org/sti/innovation 

 

Dominique.guellec@oecd.org 

Caroline.paunov@oecd.org 
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