
See, for example, Aghion and  Howitt (1998) and Grossman and Helpman (1991). 

•satptsqns  so;  

theories of  international trade and industrial  organisation, and  in particular on the theory of  

stage competition and strategic behaviour are central  features. This literature draws on the 

drawback. For designing optimal  policies towards R&D  they seem less appropriate. 

and  entry into the industry is free. For many purposes these assumptions are not a 

assumed  to be carried  out by different firms from those engaged  in production. Moreover, 

literature seem unattractive in the context of  discussions of  policy design. R&D  is typically 

However, the assumptions made about industrial  structure and firm behaviour in that 

One field  which  considers R&D in detail  is the theory of  endogenous growth.'  

appropriate given our present state of  knowledge. 
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the firms is crucial since it determines the direction of  divergence. If  competition is 
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subsidies can be offered, which  itself  yields only modest welfare gains relative to non- 

intervention is extremely small  (much  less than in the case where both  R&D  and  export 

suoRdurnssu  atn  of  anntsuas  aq  of  Aim  st  Ao►Tod punIclo  atp  'slinsai  rag-pumas  IF  Ippn  

II. R&D Spillovers and  Research  Joint Ventures 

to commit by engaging in inefficient investment in order to influence the export subsidy 

Until  now I  have assumed  that R&D  is a purely private good, so all  its benefits are 

commitment to future subsidy programs (even if the precise policies themselves are sub- 

appropriable by the firm which  undertakes it. Obviously this ignores one of  the primary 
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It can be checked that the effective spillover parameter 13 is now further reduced. Increasing 

Here, K and k denote the levels of  actual  and usable extra-industry knowledge respectively. 
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engage in R&D  before it can benefit from such knowledge. This suggests replacing equation 

knowledge from outside the industry. It seems plausible that in this case too the firm must 

capacity dilutes the strategic disincentive to engage in R&D that generates spillovers which 
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any of  the models mentioned.'  (Although it is worth mentioning that many of  the lessons 

environment (resisting both  political pressures and academic proposals to tinker with it); 

emerging literature on strategic trade and industrial policy. I  have not had  time to discuss 

I  have suggested  have been identified as playing a role in the successful growth  performance 

specific institutional  features of  developing countries, nor to discuss empirical evidence for 

highlight are: the importance of  a political  consensus, to ensure a stable long-run policy 

In this short paper I  have had space only to review some of the results in the 

of  the Irish economy over the past forty years)"  Among the policy lessons I would 

generalised  rather than firm-specific policies to encourage R&D, with a cautious attitude 

towards research  joint ventures except when they are export-oriented; and an emphasis on 
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