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Innovation Policies and Inequality 

• Creative destruction &  
“winners”  and “ losers” 
 

• Yet innovation policies are 
analyzed from aggregate 
growth perspective 
 

• Many innovation policies 
affect social inclusiveness 
primarily by how they 
affect firms differentially   
(= wage effects) 

  



Drivers of Policy Impacts on Inclusiveness? 

- Policies’ impacts on inclusiveness are a consequence of:  

1. Strategic Objectives and 2. Outcomes  
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1. Strategy depends on 
expected growth contribution 
of “democratising innovation” 
vs. “islands of excellence”  

 
→  determines selectivity of 
growth policies vs. endeavour 
of providing broad-based 
opportunities   
 



Increased Value from “Democratising 
Innovation”? 

 Not only technical innovation is valuable & benefit of wider-
spread contributions 

 ICT-based opportunities: networks/platforms and 
reduction in “fixed costs”  

 Demand & smaller players/ entrepreneurs/grassroots 
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On the Importance of Being “Selective” 

 Concentration of production in global value chains /quest 
for competitiveness 

 Continued importance of scale for innovation (e.g. pharma) 
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 Successful 
growth 
trajectories 
of the past 

 



Policy Implementation Is Often Exclusive 

• Independently of “strategy” policy outcomes may not 
be “democratic” 
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Innovators 
in traditional 
and informal 

sectors 

“Catching-
up“ 

businesses 

Leading 
“frontier“ 
businesses 

Research 
institutions 

and 
universities 

• Possible benefits for all 
players but bias towards 
larger entities 
 

Example of Intellectual Property Rights Systems 



Policy Implementation Is Often Exclusive 

• Independently of “strategy” policy outcomes may not 
be “democratic” 
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Example of Intellectual Property Rights Systems 

  Certificates Patents 

Corruption  -0.395*** -0.327** 

  (0.148) (0.160) 

Corruption*Size 0.016** 0.025*** 

  (0.008) (0.008) 

      

Observations 9,424 6,299 

R-squared 0.34 0.18 

Source: Paunov, C. (2014), Democratizing Intellectual Property 

Systems: How Corruption Hinders Equal Opportunities for Firms, 

OECD Science, Technology and Industry Working Paper 

[forthcoming] 

• Possible benefits for all 
players but bias towards 
larger entities 
 



Policy Implementation Is Often Exclusive 

• Independently of “strategy” policy outcomes may not 
be “democratic” 
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• Possible benefits for all 
players but bias towards 
larger entities 
 



Policy Implementation Is Often Exclusive 

• Independently of “strategy” policy implementation 
hampers “democratisation” in spite of positive returns 
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Example of Intellectual Property Rights Systems 

• Possible benefits for all 
players but bias towards 
larger entities 
 

• Possible benefits for all 
players but bias towards 
larger entities 

• ... in absence of 
complementary support 
for success as Colombia‘s 
Juan Valdez 
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Source: Bas, M. and C. Paunov (2014), The unequal effect of India’s industrial liberalization on firms’ decision to 

innovate: Do economic conditions matter?, OECD Science, Technology and Industry Working Paper [forthcoming].   

Business Conditions and Liberalization Effects 
on Indian Firms’ R&D Investments 

  
Economic 

development 
Financial 

development 
Knowledge and skills 

base 

  High  Low High Low High Low  

Liberalization*Smallest 
firms -0.123 -0.056 -0.084 -0.043 -0.091 -0.067 

  (0.088) (0.051) (0.064) (0.076) (0.113) (0.048) 

Liberalization*Largest 
firms 0.052 0.185*** 0.119 0.183** 0.073 0.177*** 

  (0.091) (0.059) (0.074) (0.074) (0.121) (0.050) 

Observations 7,597 8,610 8,277 7,930 4,792 11,415 

R-squared 0.27 0.33 0.33 0.27 0.32 0.29 

• Largest group of firms only benefits exceptionally from 
liberalization in less supportive environments 
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A Few Conclusions  

 Strategic objectives and outcomes affect 
inclusiveness of innovation policies  

 Distributional outcomes requires assessing often 
unintended biases … complementary policy 
approaches to avoid exclusion 

 Trade-off arise in search of “excellence” vs. the 
“democratisation of innovation” – but options: 
diffusion processes to laggards, linkages & managing 
transitions to novel technology trajectories 

 Inclusive innovations illustrate direct opportunities for 
positive impacts not necessarily at substantial cost: 
business models for sustainable approaches 


