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Returns to innovation and adoption rise
steeply with distance from the technological
frontier

Joseph Schumpeter, 1883-1950

Dist. to Frontier Rate of Return to R&D

P USA -.18 57%
P UK -.53 77%
P Italy -.73 88%
Korea -1.33 ?
Malaysia -2.28 ?  200-3007
Indonesia -3.74 ?
Africa ~-5.0 ?7?7?

Griffith, Redding, Van Reenen (2004)



But developing countries ¢
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And do little of the necessary accompanying R&D
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Maybe they don’t expect high rates of return

FIGURE 0.3 For Countries That Are Far from the Technological Frontier, the Returns
to R&D Increase Until a Point Where the Lack of Complementary
Factors Depresses Them

4.0 b’%"‘:‘
Efs58s
Ton FEE
99 E?-EEE :‘ééif = 3
%i-ﬁ:‘ V357 525 Bs
SES4 SENED L7 BB
= 3.0 4 == VIS SR Sos
z § \E §psais
= ] T e ot O
Z s =EC g K
£ 25 Saa/ ;;Es -
= seid £22% #3558s
= oL SR mEEE CExtza
S 204 5=k B EEZ 8§
= 20 Sla== = 33gy B
g ;‘*E%i,.."‘ _ Fd1 28
= s BTEE g% g _.:-55.
= 1.5 4 E?%E':z'. g:-: 3;‘;@
8 s oo EEe T 5B T3 %is
s g8 B g3 § s
2 1.0 FeETEEEs® -§ = E 3 335
o o gt = ¢ :ﬁ % ol e
g c5 254 53 T & E E =8 =
= SRR 0. X S o R 5
L= i"\?"‘in = '_Ei. g \E g
= 05 - N E!’ ‘,§-+‘:'~'§ EL = EEE
g Y §F woE e Hg = 2o =i
= 2 LCER i 5 32 ¥
:  Erlw s —
LD £ O R R e L LR f2 ez -
- = =hi ™ 6 T
=3 SO4l 13 B
¥ ESd 28 -
—0.5 < E*E’.:gr- "-=:-§ -:
-1.0 T T T T T T T T 1

—4.5 —4.0 -3.5 =30 -25 -2.0 -1.5 -1.0 -0.5 0.0

Distance from ihe technological frontier

Source: Gofi and Maloney 2017.



echnological Capabilities are Critical for
Adoption of New Technologies

Average adoption lag in the United States minus the
lag in country ¢ for technologies inventad after 1900

T 1
0 20 40 G0 80 100 120
Enginears per 100,000 male workers in 1900

Source: Alfaro and Comin, forthcoming, based on data from Comin and Mestien 2018 and Maloney and Valencia 2017

Nota: The figure plots the average adoption lag in the United States minus the lag in country ¢ for technologies invented after 1900
against the number of engineers per 100,000 male workers in country ¢in year 1900.



Management capabilities: Firms don’t know
what they don’t know.....
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