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Motivation
• The causes of divergence in Multi-Factor Productivity
(MFP) performance are generally attributed to a gap in terms
of structural policies, but the picture become more
complicated just before the crisis

• Comparing the main productivity trends in US, EU and 
Japan since 2000, there is a noticeable decline before the 
financial crisis

• When and why productivity slowed down? 
- When? Before the crisis, labour productivity 
converged to the bottom 
- Why?  Decline in  innovation? 

• What prospects for innovation ? 



US vs. EU: convergence and divergence 
of growth in  GDP/hour worked

Euro zone

US

Japan



What drove the decline in the GDP/hour growth? 

• Lower contribution of capital deepening
• Marked differences of MFP growth across countries 



Some sectors were particularly responsible for 
the slowdown of productivity in the US 
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• Growth accounts  Y=A.F(K,L)



The marked decline in ICT capital contribution to 
growth and MFP trends in the US 

MFP growth

Contribution of ICT capital

Contribution of non-ICT capital

 The decline in innovation could explain the slowdown in MFP, which occurred with
a certain lag.



The contribution of ICT capital to GDP growth also 
declined in European countries

• Comparing 1995-01 
with 2002-04, the 
sharp decrease in 
the contribution of 
ICT capital is 
noticeable in all 
countries, although 
it was less 
significant in 
France, Germany 
and Italy then in 
Sweden, the UK or 
the US 



What could explain these changes in 
productivity? 

• Before the crisis, the decline in ICT capital could be 
associated with a subsequent decline in innovation. 

• During the crisis, the rebound in labour productivity in 
the US is mainly associated with adjustment of labour 
inputs and may not be sustainable because innovation is 
highly pro-cyclical and its effect will take time to resume

• In the EU the decline in productivity is mainly due to 
more rigid labour & product market markets

 This pattern should reverse during the recovery, as 
employment in the US tends to grow faster than the 
OECD average



Innovation is highly pro-cyclical…

10Source: OECD

Annual growth rate for the total of OECD countries; divided by standard deviation



... and patent applications never 
recovered from the highs of the 1990s

(in % growth) 



...in particular ICT-related patents

• ICT Patents 
represent more 1/3 
of all applications

• For the OECD, they 
increased by 
around 15% a year 
in the second half 
of the 1990s, but 
were down to about 
0-5% in the 2000s
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Caveat: Intangible assets
Labour productivity growth: adding the contribution of intangible assets, 1995-2006

Source: OECD Measuring Innovation: A New Perspective. Note: These estimates are based on national studies. They do not yet reflect standardised methods and definitions.

Vorführender
Präsentationsnotizen
Investment in intangibles like R&D, software, training, brands, databases and organisational know-how are now as large as investments in tangible capital like machinery, equipment and structures;A consortia of researchers organised as part of the IS found that  investment in intangible assets accounted for about a quarter of the increase LP between 1995 and 2006  in Denmark, Finland, the UK and the US and when you add MFP growth accounted for between two-thirds and three-quarters of labour productivity growth in OECD countries such as Austria, Finland, Sweden, the United Kingdom and the United States between 1995 and 2006There is a lot of talk about setting innovation performance measures that measure outputs or impacts – to me – this is the best   



RATHER THAN THE DETERIORATION IN THE REAL 
ECONOMY BEING ONLY CAUSED BY THE 

FINANCIAL CRISIS, THE PRODUCTIVITY DATA 
SUPPORT MORE A COMPLEX RELATIONSHIP

WHAT NEXT?



Investment in innovation may 
continue to suffer

 As private investment in innovation is highly pro-
cyclical its impact  is likely to be biased against firms 
that are more dependent on external financing (e.g. 
SMES & start-ups) and against Product innovation, as 
opposed to cost-cutting measures

 Risk of negative feedbacks on public research

 Reduced propensity to invest in ICTs and human 
capital and lower incentives to innovate for a greener 
economy



Sharp decline in Venture capital

Source: OECD calculations, based on PricewaterhouseCoopers/National Venture Capital 
Association MoneyTree™ Report.
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US Venture capital in 2009-Q1 had 
declined by 60% compared with 2008-Q1



Other adverse effects of the crisis

 Corporate quarterly reports in many cases show a decline 
or slower growth in R&D spending and Surveys indicate 
that most businesses expected to spend less on a R&D

 At the same time, banks, markets and investors have 
become more risk averse. 

 Business R&D is being re-oriented towards short-term 
innovations, while high risk innovation ones are being 
cut.

 Consolidation leading to less competition and increased 
risk aversion

 Unemployment depreciates human capital



But the crisis also offers opportunities
 Can magnify the competitive advantage of R&D-

intense firms, reinforcing market leadership 
through increased spending on innovation 
(Microsoft or Nokia were born or transformed in the 
“creative destruction” of economic downturns) 

 The crisis is a game-changer and activates “creative 
destruction”

 Policies could help these changes 

 Stimulus packages may stimulate innovation
 Next-generation broadband, smart grid, digital 

healthcare records, etc.
 Green technologies



Fostering a networked recovery

 Invest in broadband networks: such networks lower 
the barriers to entrepreneurial activities

 Provide means to deliver important social services 
(training, education)

 These investments are needed for making “smarter” 
other investment (green buildings, the grid, etc.) 

 But governments should seek to maintain a 
competitive environment, so as to minimise cost 
and maximise benefits: notably in terms of 
accessibility (non discriminatory basis for access)



Knowledge & networks 

 Knowledge has the characteristics of a public good 
and is increasingly produced in a decentralised way 
in social networks

 This generates complementarities between 
economic efficiency and social dimensions

 An important role for social and open innovation 
(e.g. wiki-model)



Green technologies & Energy-efficiency
• Important to re-introduce some realism (what is the green 

economy?) into debate and assess and monitor 
environmental impacts

• Infrastructure or R&D-related spending
– Great emphasis on energy-efficiency of buildings
– Carbon capture technologies, next-generation solar 

power
• Loan and tax incentive measures 
• Or focus on automobile or other sectors – tying aid & bail-

outs to conditions
• Non-regulatory measures - e.g. performance 

requirements for products, standards

Vorführender
Präsentationsnotizen
Mainstreaming green elements  - or green veil?REALISMOn the one hand: AS NOTED IN REPORTS : These studies struggle with the fundamental problem that there is no standard definition of what constitutes sustainable or green investment. Hsbc creating wrong impressions here. Job done!ON THE OTHER HANDSymbolic victory: "The US a year ago was still in denial on issues of energy conservation," A few months ago not CLEAR TO Understand linkage between green, growth and employment. � Green growth declaration STRENGHTHEN our efforts to pursue green growth strategies […], acknowledging that “green” and “growth” can go hand-in-hand.ENCOURAGE domestic policy reform, with the aim of avoiding or removing environmentally harmful policies that might thwart green growthThe Strategy will analyse green growth measures […]. An interim report on the progress should be delivered to the 2010 MCM.the International Energy Agency (IEA) concludes that nothing less than an ’energy revolution’ is needed to halve emissions by 2050 through a mix of measures that cut the energy intensity of growth as well as the carbon intensity of energy. MEASURESThe biggest focus in Europe is on buildings efficiency, which seems to be quite a consistent focus. Which is good. SPEEDY AND JOB HEAVYlimited the stimulus to renewables has been to date. most transformative measures - electrical grid and developing electric cars - were scaled back 



A Role for Regional innovation systems

• Regions are closer to the actors reducing the information 
gap for managing innovation support instruments 

• Regional innovation systems help make translate these 
expectations into concrete returns
– The probability that a patent had a co-inventor from the same 

region (39% of patents) is higher than another domestic  region 
(35%) or a foreign region (19%).

• Striking regional variations in innovation-related assets, 
investments, and modalities requires differentiation
– More than half of R&D spending in the OECD area is performed 

by about 10% of its regions.
– The top 10% of OECD regions generate on average about 280 

patents per million inhabitants, while 40% produce fewer than 20.



Regional share 
of co-patents in 
EU total 2005-

2007

EU co-
inventions
by region

Source: Calculations based on the OECD REGPAT database

Vorführender
Präsentationsnotizen
The relationship follows a Power Law (particular mathematic equation). A Power law is a special kind of mathematical relationship between two quantities. When the number or frequency of an object or event varies as a power of some attribute of that object (e.g., its size), the number or frequency is said to follow a power law. For instance, the number of cities having a certain population size is found to vary as a power of the size of the population, and hence follows a power law. The distribution of a wide variety of natural and man-made phenomena follow a power law, including frequencies of words in most languages, frequencies of family names, sizes of craters on the moon and of solar flares, the sizes of power outages, earthquakes, and wars, the popularity of books and music, and many other quantities.



The OECD Innovation Strategy

1. Innovation today involves the interaction of a 
system of actors, institutions and geographic 
locations
Policies need to reflect that innovation is a system

2. The mix of actors is changing  
 Rethink the governance of innovation policy

3. The innovation imperative extends to global 
and social challenges 
 Need long-term horizon, basic research, problem-

focused, demand-led and challenge-driven with 
multi-disciplinar approach

Vorführender
Präsentationsnotizen
Other initiatives to measure policy—at national level (DSTI), and region-by-region (EU Regional Innovation Monitor_Categories covered by survey:--Roles, budgets and challenges--Multi-level governance coordination--Instruments used at different levels of government--Regional dimension of national STI policy--Future trends expectedOECD Network on Fiscal Relations Across Levels of Government : THE SPENDING POWER OF SUB-CENTRAL GOVERNMENTS: A PILOT STUDYPolicy autonomy: To what extent do sub-central governments exert control over main policy objectives and main aspects of service delivery (e.g. are sub-central Budget autonomy: expenditure autonomy limited by earmarked grants or expenditure limits. The stringency of fiscal rules could also be assessed here if linked to individual policy areas. Input autonomy: control over the civil service (staff management, salaries) and other input-side aspects of a service (e.g. right to tender or contract out services). Output autonomy: control over standards such as quality and quantity of services delivered Monitoring and evaluation:



Social 
policies

Economic 
Policies

Environmental 
policies

OECD: For a stronger, cleaner, fairer world economy 

Europe 2020: Smart, sustainable and inclusive growth

EquityEfficiency

Sustained
growth

Social
cohesion

Sustainable
Environment 

Environmental
Sustainability

Economic 
reforms

may increase 
equity

Social
policies may 

increase 
efficiency 

(knowledge, trust)

Green 
economy 

may boost 
innovation

Green 
growth may 

improve 
sustainability

Environmentally 
sustainable 

social policies

Poor people are 
the most hurt by 
environmental 
degradation



Thank you!
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