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Innovation  is essential  to  economic  growth.  However,  it appears  that  the  ways  in  which  we  pursue  inno-
vation  policies  generate  economic  inequities.  In  this  paper,  we  explore  policies  that  could  be  devised
and  employed  with  the  aim  of  increasing  growth  while  taking  into  account  economic  distribution.  We
call  these  policies  distribution-sensitive  innovation  policies  (DSIP).  Following  an  exploratory  theoretical
approach,  the  paper  focuses  on a  specific  set of  DSIP  which  are  focused  on particular  groups  of  disad-
vantaged  producers  and  consumers.  We  first  categorize  such  programs  into  four  types, and  then  employ
a comparative  approach  to analyze  existing  programs  in  terms  of these  types,  first,  in  our  primary  case
nnovation policy
quity
istribution
rowth
cience and technology

study,  Israel,  and,  then,  using  the  United  States,  Germany,  and Sweden  as  limited  shadow  cases  to elab-
orate on  the  finding  from  our primary  case.  We  conclude  by  arguing  that although  these  programs  are
currently  driven  primarily  by a  concern  for economic  efficiency  and  not  distribution,  they show  that
our  approach  utilizing  innovation  policy  to reach  dual economic  and  social  policy  goals  has  potential  for
success.

© 2016  Elsevier  B.V.  All  rights  reserved.

its citizens’ productive capacities and income (Gingrich and Ansell,
. Introduction

Inequitable distribution and economic disadvantage are
ncreasingly contentious political issue in both developed and
eveloping countries, and it is becoming a defining area of
ociopolitical-economic debate. Yet even when the political will
xists—which is certainly not a given—the use of traditional state
nstruments, primarily taxation and social welfare programs, faces
olitical and economic limits (Pierson, 2001; Steinmo, 2002). For
his reason, it is important to consider other state instruments that
re rarely associated with distributive goals.

Policies that contribute to growth are seen as an unquestion-
ble good. Innovation is essential to economic growth. However,
conomic growth could be uneven and leave many individuals, and
roups, behind. Indeed, some see an inherent link between innova-
ion and growing inequality. In contrast, we ask whether different
ays to excel in innovation exist that can ameliorate inequities.
Accordingly, we inquire whether and how science and technol-
gy and innovation policies can be an instrument of social policy to
elp address economic inequities—specifically, by supporting disad-

∗ Corresponding author.
E-mail address: dan.breznitz@utoronto.ca (D. Breznitz).

ttp://dx.doi.org/10.1016/j.respol.2016.11.007
048-7333/© 2016 Elsevier B.V. All rights reserved.
vantaged groups.1 To do so, we  explore which policy programs are
likely to achieve this goal and which disadvantaged groups they
benefit. In addition, we look into the motivational and political
underpinnings of such policies.

This paper is consciously explorative, and our scope is modest.
We aim to show that theoretically DSIPs can further distribution-
related objectives in at least four ways. The main objective of this
paper is to focus attention on the social role that growth-creation
policies could play in addressing economic disadvantages and to
introduce what we believe are important theoretical pathways by
which innovation policy could influence distribution. The depiction
of such pathways is an essential first step in the introduction of met-
rics that would help future policy makers to assess the distributive
impact of specific DSIPs. Such thinking is broadly aligned with stud-
ies centered on the concept of the ‘social investment state’: a state
that strives to address social disadvantage, primarily by supporting
2015).

1 S&T and innovation policy, as we  use the term here, is government policy aimed
primarily at driving domestic technological innovation (R&D), facilitation of domes-
tic  and local absorption of new technologies, and increasing the size and improving
the quality of the S&T labor force.

dx.doi.org/10.1016/j.respol.2016.11.007
http://www.sciencedirect.com/science/journal/00487333
http://www.elsevier.com/locate/respol
http://crossmark.crossref.org/dialog/?doi=10.1016/j.respol.2016.11.007&domain=pdf
mailto:dan.breznitz@utoronto.ca
dx.doi.org/10.1016/j.respol.2016.11.007
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ple living in low-income society. However, only a small body of
work has emerged that addresses the distributive aspects of inno-
vation policy, especially in the already developed world (Cozzens

2 Education seems to be the one area in which such arguments have gained cre-
dence, however, one should be cautious not to overemphasize what schools can do
28 A. Zehavi, D. Breznitz / Res

The list of DSIPs we develop is certainly not exhaustive, as our
im is only to demonstrate the merit of this endeavor and design
heoretical principles around which a public debate could emerge.
ccordingly, after our theoretical exploration, we take a case-study
pproach. First, we examine different examples of DSIPs in a sin-
le country—Israel, which is widely considered a current leader in
nnovation as well as a prime case of showing how success in inno-
ation coexists with, and perhaps contributes to, different social
nequities: high poverty rates, inequality and a widely held sense
f social-economic exclusion. Then, given space constraints, we  use
onsiderably more limited ‘shadow’ studies of three other devel-
ped countries – the United States, Germany, and Sweden – to
emonstrate that the Israeli-based observations could be gener-
lized, at least within the already developed countries.

In this paper, we use a conceptual approach that focuses on
ow DSIPs affect specific disadvantaged groups as either produc-
rs or consumers of technology. The distinction between producers
nd consumers is fundamental for understanding the distributive
mpact of technology. With this approach, we identify at least four
ypes of DSIPs that could improve the lot of disadvantaged groups.

oreover, numerous real-world examples of such programs exist
cross the developed world. Nevertheless, the distributive ratio-
ale for these programs is often not acknowledged, so, we lack

nformation about their scope, modes of operation, and effect.
In what follows, we first explain how innovation and S&T poli-

ies, on the one hand, and economic disadvantage, on the other, are
onnected. We  then discuss four different types of DSIP: i) support-
ng traditional industries; ii) directed at a specific disadvantaged
eographic area or economic community; iii) targeting ascriptive
roups (i.e., groups to which a person belongs by birth, such as
omen or ethnic group); and, iv) focusing on disadvantaged tech-
ology consumers (e.g., the disabled). To illustrate the motivation

or establishing and operating such programs, we turn to a review
f such DSIPs in Israel before briefly discussing the United States,
ermany, and Sweden. We  also present some evidence of the suc-
ess of these programs. However, given the fact that governments
o not systematically gather data and compile metrics concern-

ng the distributive aspects of these programs—something we  view
s a major policy problem—this evidence is employed to suggest
he distributive promise of the programs and should in no way be
onstrued as an attempt at policy evaluation.

Our study’s primary focus is on the distributive aspect of
hese programs – not their potential for inducing economic
rowth. Nevertheless, given that DSIPs success depends on their
roductivity-enhancing – not just their distributive – impact, we
ill briefly discuss our thoughts on this matter in the paper’s con-

lusion.

. Innovation, economic disadvantage, and DSIPs

Economic research on the effects of innovation uncovers a
roubling state of affairs. Although for developed countries, tech-
ological innovation has become the main source of sustained
conomic growth, its economic impact is uneven and often
xcludes certain groups. One reason is that the application of new
ndustrial R&D and its related innovations exacerbates economic
ardship by replacing workers with machines. Accelerated tech-
ological innovation makes certain occupations irrelevant because
ew technology substitutes for human labor (Brynjolfsson and
cAfee, 2012). While highly skilled workers are often viewed as

he beneficiaries of accelerated innovation (see Acemoglu, 2002; He

nd Liu, 2008), among the ‘losers’, the share of workers considered
ow and medium skilled is high. In addition, studies dedicated to the
nfluence that certain modes of financing exert on innovation, and
he distribution of rewards within the corporate structure, present
Policy 46 (2017) 327–336

a disturbing picture: practices adopted to maximize stock value,
such as stock buybacks, benefit stockholders but often channel cor-
porate revenue away from investments in innovation (Lazonick and
Mazzucato, 2013; Lazonick, 2014). No less importantly, the goal of
share value maximization has all too often come at the expense
of retaining workers in the firm. Workers, at all skill levels, face a
considerably less stable working environment than did their coun-
terparts a generation ago (Lazonick, 2009).

The standard policy response to economic disadvantage is unre-
lated to innovation policy; instead, it seeks to achieve redistribution
by making taxes more progressive and to support the econom-
ically disadvantaged and socially excluded by increasing welfare
programs. These responses are vital, but researchers in social pol-
icy often recognize the limits to increasing taxation rates and
expanding the welfare state. High marginal tax rates might hamper
economic growth in different ways, and, even more importantly,
powerful interests mobilize effective opposition to such redistribu-
tive measures (Pierson, 2001; Steinmo, 2002).

Accordingly, we  argue that governments wishing to address
economic inequities (certainly not a ubiquitous goal) should also
adopt measures that directly affect the market’s allocation of
income.2 Indeed, several recent studies argue that different devel-
oped states have turned towards a “social investment state’ model
in which programs, such as education and training, that invest in
fostering individual economic capacities – especially of the dis-
advantaged – are prioritized over ‘consumption’ programs (e.g.,
unemployment benefits) (Morel et al., 2012; Gingrich and Ansell,
2015). “Social investment” programs are motivated by both eco-
nomic growth and social objectives such as reducing poverty. Thus,
for example, increased government support for vocational train-
ing is likely to increase the productivity of program participants:
something that would contribute to national aggregate economic
growth and, concurrently, significantly boost the earning potential
of individuals who  might otherwise find themselves on the econ-
omy’s margins. While the literature focuses on traditional social
investment domains, for example Active Labor Market Policies, in
principle, innovation policy could also be employed. Hence, we
view DSIPs as a component of the social investment state alongside
other supply oriented programs.

Given the critical role that technological innovation plays in
economic growth and in the social distribution of resources, it
seems reasonable to assume that S&T and innovation policy could
be employed to influence economic disadvantage. Currently, S&T
and innovation policy is geared almost exclusively to reaching the
overarching goals of increasing domestic firms’ international com-
petitiveness, economic growth, and national security, but this does
not mean that what is usually perceived as an economic and secu-
rity policy could not be employed as a social policy as well.

Critically, the distributive aspects of S&T and innovation pol-
icy receive little attention. There is growing literature on inclusive
innovation, also known as innovation for the global south. These
scholars inquire how can innovation be applied to either allevi-
ate problems acute in the global south (such as sanitation without
running water), or reducing its cost to make it available to peo-
and  underestimate barriers other than formal education to economic advancement
(Jencks, 1979; Labaree, 2012 Labaree, 2012). Moreover, ‘skills’ and ‘education’ while
clearly related are not equivalent. Because skills are, to a great extent, acquired ‘on
the  job’, as part of a collective learning process. Simply increasing average education
does  not necessarily translate into a more highly skilled workforce.
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3 The emphasis here is on how innovation could increase productivity of low and
medium skilled workers. However, innovation and organizational learning tend to
be  collective and cumulative processes that occur within the firm and could involve
not only designated R&D professionals, but also shop floor workers. This implies
A. Zehavi, D. Breznitz / Res

t al., 2002, 2005; Oughton et al., 2002; Woodhouse and Sarewitz,
007; Cozzens, 2010; Bozeman et al., 2011; Alzugaray et al., 2012;
ozzens and Thakur, 2014). This literature argues that the economic

nequities arising from innovation are to a great degree the result
f policy. It affirms that innovation is good, but policies formulated
ithout concern for distributive outcomes can expand inequality.

or example, public medical R&D funding in developed countries
s rarely invested in “poor people’s diseases,” such as malaria, but
ilted toward high-end medical technology targeted for diseases
elated to increasing wealth, such as heart disease (Bozeman et al.,
011). Existing works also set out to establish a conceptual frame-
ork in which innovation policy and equity could be evaluated.
ozzens and Thakur (2014) call attention to the types of jobs stim-
lated by different innovation policy packages: some are likely to

ncrease inequality by creating only skilled, high-end jobs, while
thers create more inclusive employment opportunities that could
lso benefit low- to medium-skilled workers. This literature con-
ributes by focusing attention on the “equity” deficit in innovation
olicy and outlining mechanisms through which innovation policy

s associated with distribution. Nevertheless, there are still some
aps in our knowledge.

First, the existing work on the relationship between innovation
olicy and distribution is focused mostly on studies of the United
tates, on the one hand, and developing countries, on the other. To
mprove our understanding of this relationship in developed coun-
ries, other OECD countries should be considered. Second, these
ublications, important as they are, do not systematically present
nd discuss different types of DSIPs. We  believe that there is a need
or empirically-rich work that closely examines DSIPs: investiga-
ions that could shed light not only on the potential impact of such
rograms but also on the motivation for their establishment, their
peration, political context, and actual impact. In what follows, we
im to close this important gap.

A fruitful approach to show the validity of DSIPs is to focus on
ow different innovation policies affect particular target groups
ither as producers or as consumers of technology. The producer-
onsumer distinction is at the core of the ‘social investment
tate’ concept. We  argue that this distinction is fundamental for
nderstanding the distributive impact of technology. Producers of
echnology (some of whom are innovators) are those who carry out
esearch work or implement technologies to improve their out-
ut. Consumers of technology are those who utilize the goods or
ervices produced as a result of innovation policy. For instance,
n the producer side, when production activities move overseas,
anufacturing jobs for new products tend to be generated abroad.

onsequently, while profits accrue to the innovator, the broad-
ased societal benefits through job creation no longer occur in the
ame locality. On the consumer side, research products could have

 differential effect on the economic status and quality of life for
ifferent income groups. Research on more cost-effective public
us transportation, for example, would disproportionately benefit

ndividuals who cannot afford private transportation, as it is likely
o reduce the price of a mode of transportation that is heavily used
y low income groups.

On the producer side we pay special attention to the effects of
olicy on three target groups: low-skilled workers, disadvantaged
scriptive groups, and individuals from disadvantaged regions
ithin countries. The main focus of the ‘social investment state’
erspective, is on the ‘supply’ side, accordingly the majority of
SIPs we discuss belong to this category. However, we argue that
e should not neglect the consumption side. Therefore, we also

tudy innovation’s consumer side, in which many different groups

f disadvantaged individuals could benefit from the development of
pecific technological products. We  contend that DSIPs addressing
conomic hardship in these four target groups involve the following
our program types.
Policy 46 (2017) 327–336 329

First, policy could support technological innovation in direc-
tions that would create productivity gains for less-skilled workers.3

Productivity gains, in turn, lead to higher incomes. This is also
important because, in view of global competition from develop-
ing countries, the only way for developed countries, which have
relatively high labor costs, to retain workplaces for low- and
medium-skilled employees is to compete and grow through inno-
vation. Therefore, government programs that focus on supporting
innovation in industries with a high share of low- and medium-
skilled workers should have significant positive outcomes in terms
of creating a more inclusive economy.

Second, considerable inequalities arise among regions in a single
country, determined largely by variations in the level of technologi-
cal development. Hence, governments that aim to reduce inequality
should examine the interregional technological divide. The goal of
one type of DSIP is to support innovation in relatively disadvan-
taged regions.

Third, economically disadvantaged ascriptive groups are
severely underrepresented in S&T occupations and high-tech
industries, which tend to be associated with high incomes. DSIPs, in
this context, should seek ways to increase the share of participation
by ascriptive groups in technology-intensive industries as workers
or entrepreneurs. The outcomes of such programs would not only
directly advance the economic standing for those involved but also
create important spillover effects for other members of the group.

Finally, all these groups, and numerous others, could be the tar-
get of DSIPs intended to enhance their ability to participate in the
economy as consumers (Cozzens, 2010). In some cases, such inno-
vations would lead to a direct monetary gain. For example, the
production of less expensive visual aids for the vision impaired. In
other cases, new technological products might have nonmonetary
utility gains (e.g., development of musical instruments for the use
of the physically disabled). In this paper, we  focus specifically on
the disabled as a target group because of the relatively high share
(10–20%) of this group in the adult population (WHO, 2011, Table
2.1.: Disability Prevalence Rates.).

Clearly, the four DSIPs could, at times, overlap and comple-
ment one another. For instance, disadvantaged ethnic minorities
are sometimes geographically concentrated in a backward geo-
graphical periphery. In such a case, DSIPs focused on promoting
innovation in the periphery could also benefit the ethnic minority,
and vice versa.

While the main emphasis in this study is on understanding the
substantive form of DSIPs, we  also seek to understand the fac-
tors that shape such programs. The limited literature on this topic
suggests that DSIPs are of little concern to policy makers, in the
United States and elsewhere. If this is indeed the case, then we
should expect to find few examples of DSIPs. Even programs that
could be described as DSIPs are expected to be established for
non-distribution-related reasons. At the extreme, policy makers are
unlikely to see the distributive aspects of these programs as a valid
metric of their success, because they refuse to relate innovation
policies to social policy goals.
that under certain circumstances (see Lazonick, 2007; Bessen, 2015) for a theoriza-
tion  of such social conditions), the relationship between lower skilled workers and
innovation is reciprocal: on the one hand, innovation enhances their productivity
and, on the other, these workers are integrated into the collective learning process
that produces innovation.
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Accordingly, although distributive concerns have not been the
driving force behind the program, it appears that they do play a role
in its implementation.
30 A. Zehavi, D. Breznitz / Res

. DSIPs in practice: an exploratory case study

This section illustrates how DSIPs can be successfully employed,
efore discussing motivation and limitations to DSIPs by compre-
ensively analyzing one case study—Israel. We  then complement
ur analysis with brief examples from the United States, Germany,
nd Sweden.

A series of successful innovation policies helped Israel trans-
orm from a country with one of the lowest levels of R&D intensity
n the Western world in the 1970s to a world leader in R&D inten-
ity with an economy highly dependent on new product-based ICT
Avnimelech et al., 2006; Breznitz, 2007). However, in parallel to
his success, Israel changed from being the second-most-egalitarian

estern society to the second most unequal. Currently one in
ve Israeli households lives below the poverty line as defined
y the OECD (Brandolini and Smeeding, 2008; OECD, 2013). Fur-
hermore, certain demographic groups were markedly left behind
y the innovation-based growth: most notably, the Arab-Israeli
ommunity, which suffers from social exclusion and economic
arginalization (Reiter, 2009).
S&T and innovation also play an important role in the

nited States, Germany, and Sweden, all of which—together with
srael—are in the top eight in the world in terms of R&D inten-
ity. Indeed, since World War  II, every new technology that became
he basis for new industries originated in the United States (Weiss,
014). Germany, with its network of Fraunhofer Institutes, is now
idely viewed as a global leader in industrial R&D, and Sweden has

he third-highest level of R&D investment intensity in the world
ut, unlike Israel, is still an egalitarian society. The three countries
ave varying degrees of economic inequality and economic exclu-
ion and represent different paradigms of state intervention in the
conomy. However, the exclusion of minorities and political con-
erns about economic inequity are major challenges in all three
ountries.

In order to describe the DSIPs, understand the environment in
hich they were established and operate, and assess their success

nd limitations, we employed a range of qualitative methods. We
nalyzed government documents, followed newspaper coverage,
nd made extensive use of semi-structured interviews. Document
nalysis traced program evolution back to 2000 (i.e., fourteen
ears), although in some cases the period investigated was  slightly
onger. The interviews were conducted with policy makers (politi-
ians and bureaucrats), program leaders, various stakeholders,
embers of target groups that participated in different programs,

nd policy experts in academia. During the period 2010-15, we  con-
ucted seventy-two interviews, of which forty-four were in Israel,
leven in the United States, nine in Sweden, and eight in Germany.

.1. Supporting R&D in traditional industries

Traditional industries face challenges across the developed
orld—not least competition from countries with a relatively low

abor cost. In Israel, such competitive pressures led major tradi-
ional industries, most prominently the textile industry, to decline
onsiderably. In the 1990s, this contraction was overshadowed by

 positive development in the Israeli economy: the rapid growth of
 high-technology sector.

However, while Israel enjoyed rapid growth in high tech,
he productivity figures for the rest of the business sector were
ither stagnant or negative (Trajtenberg, 2000, 2005). In the early
000s, this growing tendency toward a dual economy led senior

conomists, together with officials at the Office of the Chief Scientist
OCS) in the Ministry of the Economy, Israel’s main innovation pol-
cy agency, to fear that current policies were creating overreliance
n one part of the economy—ICT. The danger of this overreliance
Policy 46 (2017) 327–336

was made clear in the aftermath of the dot-com crisis in the early
2000s (authors’ interviews).

To correct this imbalance, in 2005, a new fund earmarked for
the support of R&D in traditional industries was established within
the OCS. The motivation, described in several interviews and later
articulated in a national committee report, was macroeconomic
stability and growth: the Israeli industry was in urgent need of
diversification, and R&D support for traditional industries was crit-
ical in this regard (Committee, 2007). The problem was conceived
as one of economic inefficiency, not inequity. Two  years after the
OCS started its traditional industries’ fund, the Makov Committee
was appointed to investigate the state of traditional industries, and
found that worker productivity in them was  more than 40% lower
than in the United States or Europe mainly because of compara-
tively low R&D investment (Committee, 2007). As a result of the
committee’s recommendations, the budget of the OCS’ traditional
industries fund tripled, from 71 million shekels in 2006 to 236 mil-
lion shekels in 2010 (though it fell to 184 million shekels in 2011)
(Office of the Chief Scientist, 2012).4 In addition, the OCS subsi-
dized 75% of the cost of 200 consulting hours per company, to help
in grant applications.

This last measure addresses the problem of lack of R&D knowl-
edge. While a typical high-technology start-up often applies to the
OCS the moment it is formed, traditional industries’ companies
many times not only not invest in R&D, but also underestimate
its value, are unaware of the OCS’ programs, and are unsure about
how to put together a viable grant proposal. Indeed, one of the main
objectives of the program is to raise awareness among traditional
industries of the value of R&D and the role of the OCS in securing
funding for this purpose (authors’ interviews).

The OCS has also recognized that traditional industries could
benefit by working with successful high-tech firms. Establishing
‘traditional-high tech’ industry ties could both enrich the orga-
nizational learning process of the traditional industries and open
new avenues for collaborative technological innovation. However,
despite the OCS’s wish to nurture such collaborative ties, our inter-
views with traditional industry managers involved in the OCS
program, indicate that, at least for now, ‘traditional- high-tech’ ties
are still the exception, not the rule.

The traditional industries program is considered a high prior-
ity for the OCS. Naftali Benet, the former Minister of the Economy
(2014), stressed in a public address that because of the program’s
importance, all good proposals will be approved and funds for tra-
ditional industries grants will not be capped

Further, Benet presented a distribution-based reason for the
program, which is quite different from the official economic diver-
sification justification. Stating that inequality is Israel’s biggest
problem and that more than half of all workers earn less than 6000
shekels per month, he argued that infusing R&D into the traditional
industries is a way to address it (Benet, 2014). Similarly, when
interviewed, the head of the program explained his motivation:

You see a different world, different people. Real people who
work hard, long hours, long shifts; otherwise, the pay is too
low—so they work 12 hours a shift. Nobody is really interested
in them—that’s what I felt. This really moved me  in contrast to
others [at the OCS] who care more about the technology side of
things. This is “real” to me,  and I think it is important that the
chief scientist is involved in this. (Authors’ interview)
4 The Shekel – Dollar exchange rate fluctuated over this period at around 4:1.
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The program has been in operation for ten years, and some “suc-
ess stories” suggest positive effects. For example, Rav Bariach, a
ong-standing manufacturer of security doors, used this program
o move from being on the verge of bankruptcy in 2008 to renewed
nternational success in 2014. Revenues increased from 90 mil-
ion shekels in 2009 to 300 million shekels in 2014. The number
f workers increased from 170 to 440, and productivity increased.
ccording to the company’s chief executive officer (CEO), the main
eason for this dramatic turnaround was the injection of much
eeded R&D and the changes this created in the company’s man-
facturing process and products. In 2008, the company employed
nly a single engineer; in 2014, forty-four engineers were on its
ayroll. The OCS was instrumental in bringing about this change by
xtending six R&D grants to the company (Orpaz, 2014).

In five interviews with other traditional industry companies
hat received grants from the OCS, similar stories emerged about
echnology breakthroughs. An increase in the number of engineers
ccurred at these companies, but even more interesting, from a
istribution perspective, was that the number of production work-
rs in OCS-supported projects grew, and plans were in progress
o increase their number further. This is far from trivial during a
eriod of global recession in a sector in which the overall number
f workers is declining. Nonetheless, the wage effect for production
orkers was unclear: either interviewees were unsure or they did
ot wish to share wage-related information.

.2. S&T in the periphery

The problem of inequality between the periphery and the core
ersists in all OECD countries. In Israel, the center of the coun-
ry, especially the Tel Aviv metropolitan area, is relatively affluent.
owever, the Galilee region in the north and the Negev in the

outh are characterized by low income and high unemployment.
ver since the country’s independence in 1948, an important pil-
ar of government economic policy has been to promote economic
rowth in the periphery using a range of policy instruments, such
s incentivizing private firms to establish plants in the periphery,
ffering tax deductions and subsidies to periphery-based firms and
ounding state-owned enterprises. Such policies are motivated by
oth social concerns – reducing disadvantage in the periphery pri-
arily – and by the economic objective of growing the economy

hrough development of untapped potential in the periphery.
S&T and innovation policy, in this context, is manifested in two

entral ways. First, using an existing law incentivizing FDI directed
t manufacturing branches opening in the periphery, the OCS won
pproval to grant “approved factory status” to all science-based
rms in the periphery since 1974. Second, since the early 1990s,
he OCS technological incubator program has intentionally located

ost of its incubators in the periphery.
But not all activities at technology-based firms are technology-

ntensive. Government must take into account that, in effect, it
ight be supporting low-skilled activities at high-technology firms

e.g., assembly lines). Although this is likely to boost employment,
t does not necessarily create quality workplaces or drive produc-
ivity gains. Indeed, these concerns led the OCS to change some of
he conditions attached to branch openings in the periphery. For
xample, the officer in charge of these programs recounted, during
n interview, that in 2010, when the OCS launched a program to
ncentivize telecommunication firms to relocate to the periphery,
he program was devised specifically to attract engineers to work
nd live in the south, not simply to boost employment. Under the
onditions of this program, firms are guaranteed significant sub-

idies (tens of millions of shekels per annum) for three years, on
ondition that they relocate not only their operations to the south
ut also their workers. This requirement arises from the suppo-
ition that this relocation will ensure the creation of high-quality
Policy 46 (2017) 327–336 331

jobs as well as exert a positive effect on local consumption, educa-
tion, and civic involvement (authors’ interviews). However, many
within the OCS, including several former chief scientists, view the
emphasis on the periphery as more of a political concern foisted
open the OCS that should be disregarded (authors’ interviews).

Nonetheless, the expenditure share of the OCS R&D fund dedi-
cated to companies in the periphery grew extremely rapidly: from
4% in 2001 to 32% of the OCS’s budget in 2011. This eightfold
growth is explained by the establishment of both the OCS tradi-
tional industry program (most traditional industries are located
in the periphery, hence the traditional industry program comple-
ments DSIPs targeted at disadvantaged regions) and the special
fund (around 100 million shekels per annum) for large firms in
the periphery (Office of the Chief Scientist, 2012). In addition, OCS
grants are ten percentage points higher for firms in the periphery
(e.g., 60% of a project’s R&D costs, instead of 50%).

The second major component is the OCS’s technological incuba-
tor program. Technological incubators offer start-up firms financial
support, administrative services, physical space, consulting ser-
vices (e.g., marketing), and networking possibilities. The Israeli
model, launched in 1990, is widely considered a success story
(Frenkel et al., 2008).

While the contribution of technology incubators to the success
of the Israeli high-technology sector is often highlighted, the social
role that the incubators play is not as well known. The majority of
the incubators (fifteen out of twenty-four) are located in the periph-
ery on purpose. One of the original goals of the program was  to
encourage economic growth in the periphery and to help absorb the
large numbers of high-skilled immigrants from the former Soviet
Union (Breznitz, 2007). Whatever the initial motivation, there is lit-
tle doubt that the incubator program diminishes—somewhat—the
inequality between the center and the periphery (Avnimelech
et al., 2007). At the same time, the same study also found that
the incubator program’s success in permanently (i.e., ensuring that
firms remain in the periphery after graduating from the incubator)
attracting technology-based economic activities to the periphery
is admittedly low. With regard to incentivizing large high-tech
firms to invest in the periphery, a study looking at Intel’s Karyat
Gat plant (which received the biggest investment subsidy given
to any company in Israel since independence) suggests that gov-
ernment support for Intel benefited the region in terms of income,
employment, and other spillover effects, such as bolstering the local
education system (Shachar et al., 2005).

3.3. S&T policy for disadvantaged minorities

Ascriptive groups that are economically disadvantaged are
also severely underrepresented in S&T occupations and high-tech
industries. In 2008, 8.3% of Arab-Israelis were unemployed, com-
pared with 5.8% of their Jewish compatriots, and their average
monthly income was 30% lower (Ministry of Industry Trade and
Labor, 2010). Arab participation as producers in R&D and high-
technology sectors is even more marginal. The share of Arabs
in high-tech sector employment in 2003 was  only 1.3% (Central
Bureau of Statistics, communication with authors December 2014),
but they represent a 20% share of the general population. A decade
ago, Arab technology-intensive firms were essentially nonexistent.

Policies aimed at rectifying this situation can be divided into
those that focus on labor market participation and those that aim
to stimulate entrepreneurship. An important example of a pro-
gram intended to bolster Arab employment is government wage
subsidies for firms that employ five or more Arab workers. The

subsidy equals about 25% of the Arab employee’s wage for thirty
months (Ministry of Industry Trade and Labor, 2012). The number
of employees enrolled in this program expanded considerably from
266 in 2010 to 2252 in 2013 (Ministry of Economy communication
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4. DSIP in other countries

The Israeli case study is highly informative because distribution-
32 A. Zehavi, D. Breznitz / Res

ith authors, February 2014). Although the program is not exclu-
ively tailored for technology-oriented employment, according to
he director of the Authority for the Economic Development of the

inorities Sector in the Israeli Prime Minister’s Office, it plays an
mportant role in promoting Arab employment in these industries.
or example, a major reason that Amdocs (Israel’s biggest soft-
are company) opened a development plant in Nazareth in 2013,

mploying about 200 workers, was to take advantage of these wage
ubsidies (2014).

Another such program that targets future labor market partic-
pation is a 300-million-shekel fund (to be spent over six years)
reated by the Israeli Council for Higher Education intended to sup-
ort Arabs in academia. One of the main programs sponsored by the
und involves scholarships for Arab students who enroll in “high-
riority” courses. S&T programs are especially welcome given the
uture labor needs of the Israeli economy and the high likelihood of
nding a high-income position as an engineer (Vatat Professional
ommittee, 2013).

Although the government is active with regard to Arab
lacement in technology-intensive industries by partnering, and
ontributing to funding, program operation is left exclusively to
onprofit organizations (most prominently Tsofen, Maantech, and
av Mashve). The focus is mostly on job training in computer engi-
eering, gathering and disseminating information on job openings,
nd helping applicants prepare their résumés and coaching them
efore job interviews. In addition to their activity on the supply side,
hese organizations also interface with high-tech firms in order to
aise awareness regarding the benefits that accrue from employing
rab engineers and the cultural adaptations required for successful
mployment.5

On the side of high-tech entrepreneurship, government support
egan in 2000 with a decision to establish a technological incubator

n Nazareth, the town with the largest Arab population. The incuba-
or was operated by a private company headed by an Arab CEO, but
5% of grant funding for the incubator’s member firms comes from
he state. From the very start, the incubator was criticized within
he OCS for its ethnic focus. Critics argued that ethnicity should not
actor into grant decisions. Indeed, the Nazareth incubator does
ot use ethnic origin as a selection criterion to screen applicants,
nd, accordingly, many of its companies are managed by Jews. Nev-
rtheless, because of its location, many of its member firms are
wned and managed by Arab-Israelis. Moreover, the incubator’s
ocus on pharmaceuticals and medical devices draws from the fact
hat Arabs tend to concentrate professionally in medicine, rather
han other scientific fields (authors’ interviews). Since its estab-
ishment, the Nazareth incubator has hosted 27 different firms.

In addition, the OCS has recently launched a new program ded-
cated to the support of Arab high-tech entrepreneurship, in which
he OCS contributes 35% more than the maximum for its regu-
ar program. However, even with the incubator and the new OCS
rogram, policy is lagging in the area of entrepreneurship in com-
arison to labor market participation: support for S&T producers is
ore well-established than support for innovators.
In terms of motivation, the growing government interest in

rab high-tech employment and entrepreneurship is predom-
nantly based on an economic imperative. In countless public
tatements, senior civil servants, ministers, and even prime minis-
ers have emphasized that Arab employment and entrepreneurship

n knowledge industries benefits not only Arabs but also the econ-
my, which is suffering from a shortage of qualified labor.

5 For example, by making company interviewers aware that Arab interviewees’
endency to avoid eye contact with the interviewer is a sign of respect, not lack of
onfidence or trustworthiness.
Policy 46 (2017) 327–336

In terms of outcomes, DSIPs targeting the Arab population are
in their early stages, hence, they are difficult to assess. Some pro-
grams have been studied and show promise.6 Overall, while Arabs
still constitute a small minority of high-tech workers, the share
of Arab workers in the high-tech industry continues to increase:
it doubled from 1.3% of workers in 2003 to 2.6% in 2011 (Central
Bureau of Statistics communication with authors, December 2014).
Moreover, most of our Arab interviewees believed that the general
trajectory was  positive and significant.

3.4. DSIP for the disabled

In all developed countries, the physically disabled are a
prominent “special needs” group that is the target of numerous
government programs.7 However, until 2011 no specific innovation
policy in Israel targeted the disabled.

In 2011, the OCS established a program dedicated to the support
of technological innovation that would aid disabled individuals to
achieve functionality in their daily activities (Office of the Chief
Scientist, 2012). The program’s budget was  fixed at 6 million
shekels per annum, and—unlike other OCS programs—nonprofits
are encouraged to apply for funds. Grants for commercial firms
cover 65% of R&D costs while for nonprofits the figure is 85%. OCS
grants are extended to the development of tools that are likely to
improve the quality of life for disabled individuals as well as help
integrate them into the community. For example, Milbat, a non-
profit, received 600,000 shekels to develop a “smart” walker with
electronic sensors that transmit data tracking movement in some-
one undergoing rehabilitation after an injury. This data is to be used
to inform future walker practice sessions for the monitored individ-
ual in the hope of accelerating the rehabilitation process (authors’
interviews).

The bar for OCS funding in this program is noticeably lower than
it is for firms that apply for grants from the general R&D fund. First,
unlike all other OCS’ programs, the technology supported does not
have to be novel—only its application to the problems faced by the
disabled. Second, while the applicant was required to demonstrate
both technical feasibility and benefit to the disabled, the OCS does
not require proof of market viability. Indeed, economic concerns
are subordinated to social ones in the management of this pro-
gram. Even if the OCS estimates that the firm is unlikely to become
profitable, it might still extend funding so long as disabled indi-
viduals stand to benefit from the product’s development (authors’
interviews).

The program was entirely the initiative of officials in the OCS
(and approved by the Ministry of Finance) and is conceived of as
a social program—not an economic one. However, the program’s
non-economic rationale could also explain its marginality. Not only
is its budget extremely limited but so are applications. Demand
for program grants is so low that, to date, OCS annual spending
has yet to reach even 6 million shekels. It appears that very few
Israeli organizations innovate in this field, and the market is not
sufficiently lucrative to attract new entrants.
sensitive innovation policies are relevant in an economy character-

6 For example, a recent government evaluation found that in a program focused
on  training and placement of Arabs in technology-intensive sectors over 80% of
participants viewed the program as helpful, and more than 60% of them managed
to  find a job through the program (Lis-Ginsburg and Porat, 2014).

7 In 2013, approximately 800,000 people in Israel had disabilities severe enough
to  impair their everyday functioning.
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In sum, our shadow cases demonstrate that DSIPs are viable
in a broad range of political environments. Accordingly, we view
DSIPs as a rich field for policy action and future research. Moreover,
A. Zehavi, D. Breznitz / Res

zed by numerous and significant concentrations of disadvantage
hose main growth engine is the high-tech industry. In this sub-

ection, we briefly describe our finding of domains of DSIPs in
weden, Germany, and the United States. We  begin with a presen-
ation of the producer analytical category dedicated specifically to
he low-skilled, periphery and ascriptive group targeted programs.
his is followed with a brief investigation of the consumer cate-
ory focused on the disabled. Space constraints do not allow for
ull descriptions of these DSIPs. Nevertheless, our goal here is dif-
erent: demonstrating that such programs are not unique to Israel
s well as highlighting several differences and similarities across
ountries.

.1. Producer-oriented DSIPs

The fact that without innovation traditional industries are
nable to compete with the cheap labor cost of developing
conomies is well understood. For example, in several interviews
n Sweden, we found that the joint industrial committee, which
ncludes both employer and union representation, plays a criti-
al role in shaping S&T and innovation policy. This is important
ecause it offers a policy venue in which the interests of traditional

ndustries (which in Sweden are highly organized and powerful)
obby intensively for public R&D support. In an interview, the chief
conomist of the metal union stated specifically that the Swedish
nions understand that the future of their industries depends on
ontinuous innovation (authors’ interviews). A similar dynamic
as seen in Germany. Indeed, much of the public spending on inno-

ation in both countries is focused on infusing new technologies
nd innovation into existing industries and firms. This is almost
he opposite to the state of affairs in both the United State and
srael, where until recently innovation policy has been focused on
he creation of new industries and companies.

American unions, which differ greatly from those in both
weden and Germany, are generally quite weak and are not
nvolved in the shaping of S&T and innovation policy (authors’
nterviews). Until recently in the United States, traditional indus-
ries were mostly an afterthought among federal innovation policy

akers. A comparison of the Swedish and American cases suggests
hat the preferences and identity of “insiders” are critical factors
n shaping DSIPs, as was also true in other areas of social policy
Rueda, 2005).

However, further comparison suggests that they are not the
nly factors. In the Israeli case, we find that the rationale for
enewed public support for innovation in traditional industries is
he imperative for economic diversification. Interestingly, in the
nited States, as part of policy reorientation after the financial crisis
f 2007, innovation-based manufacturing policy has gained promi-
ence as a critical component of American long-term economic
ompetitiveness. Thus, such policies are motivated largely by both
voice” and different conceptualizations of economic imperatives.
istributive concerns, however, were rarely voiced as a motivation

n any of the four countries.
Unlike DSIPs in traditional industries, support based on

conomic-geographic criteria is associated with well-established
ndustrial policy practice in different countries. The European
nion (EU) has been a leading organization in linking distribu-

ion, industrial, and innovation policies, with respect to regions,
ven if actual implementation of these ideas is lagging (Braczyk
t al., 1998; Morgan and Nauwelaers, 1999; Oughton et al., 2002;
arretsen et al., 2013). Nonetheless, interviews in Washington, DC,
nd Stockholm revealed that policy makers in innovation either

laim that, in general, innovation policy is unconcerned with nar-
owing region-based inequalities (United States) or acknowledge
uch considerations but view them as an external imposition for-
ign to the world of innovation policy (Sweden). However, German
Policy 46 (2017) 327–336 333

interviews, like those in Israel, revealed a different picture. Pub-
lic support for S&T innovation in relatively backward Länder was
viewed as a high priority by the government, especially in light
of German reunification and the political imperative of closing the
gap between the eastern and western parts of the country (authors’
interviews).

In sum, perhaps as an extension of long-standing general eco-
nomic policy legacies, innovation policy is at times explicitly
distribution sensitive with respect to regional inequalities. Nev-
ertheless, such an egalitarian orientation is far from universal or,
as our interviews in Sweden and Israel revealed, welcome among
many policy makers even where it is practiced.

From a producer point of view, DSIPs could also be employed
in different countries to benefit disadvantaged ascriptive groups.
However, unlike in Israel, in the United States, Germany, and
Sweden our survey failed to find evidence of a concentrated govern-
ment effort to integrate disadvantaged minorities in the high-tech
sector or to promote technological entrepreneurship in these
populations.8 However, in Germany, advancement for women,
specifically employment in R&D activities, is a central federal pol-
icy priority. An important institution in involved in this effort is the
Center of Excellence Women  and Science (CEWS). CEWS was  estab-
lished in 2000, with the goal of increasing the share of women in
leadership positions at universities and research facilities, the effi-
ciency of gender equality programs, and gender awareness in all
fields of science and research (BMBF, 2011). Our interviewees in
Germany all agreed that government efforts to advance women’s
employment in S&T in academia and in business are both con-
tinuous and intensive. These efforts are generally driven by the
underrepresentation of women  in these fields and a more general
sociopolitical interest in Germany in gender equality. Interestingly,
no equivalent effort exists to integrate disadvantaged minorities.
Thus, while in Israel considerable effort is made to promote minori-
ties in S&T, but not women, the opposite is the case in Germany.

4.2. Consumer-oriented DSIP

Government support for the technological development of
products to aid specific disadvantaged populations is mostly hap-
hazard. For instance, governments fund research that is likely to
help address health-care concerns that are overrepresented in
disadvantaged populations. In the United States, for example, gov-
ernment efforts to develop treatments for those suffering from
type 2 diabetes will disproportionately benefit African-American
women, who  suffer from the disease at a rate far higher than that of
the population at large. However, the support of African-American
women is coincidental in this case.

Nevertheless, some government programs are explicitly dedi-
cated to the development of technologies that would assist specific
disadvantaged groups. One example of this is the Swedish Institute
of Assistive Technology, which for several decades has sponsored
the development of new assistive technologies for the disabled and
the elderly. The motivation, as in Israel, is not economic but social:
the disabled suffer unequal opportunity in society and tailor-made
technologies help to narrow the gap (Hjälpmedelsinstitut, 2014).

4.3. Motivation, context and effect
8 Although efforts on the education front (e.g., increasing the share of American
women who major in S&T) do exist.
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other policy fields—education, health care—in which there are far
fewer reservations about government intervention (Rodrik, 2008).
The question is, in truth, one of how to intervene. Answers to

10 It is certainly possible that there is a trade-off between distributive and eco-
nomic growth objectives in the design of policy. However, such a trade-off does not
imply that economic efficiency concerns should always trump distributive ones.
As  is true of other policy fields, how to manage trade-offs should be the subject
34 A. Zehavi, D. Breznitz / Res

ur cases studies offer several insights concerning the motivation,
olitical context and effect for DSIPs.

First, in terms of motivation,  the development of some programs
as motivated by social, perhaps even egalitarian, concerns. This is

learly the case for government-sponsored technological innova-
ion for the disabled in Israel and Sweden. However, by far support
or DSIPs that focus on specific disadvantaged groups is a byproduct
f attempts to achieve national economic goals. Most of the times,
olicy makers are oblivious to the distributive implications of pol-

cy. This is clearly the case with the programs that support Arab
inority integration into S&T firms in Israel: these programs are
otivated by a desire to make a large highly-educated population

conomically productive to strengthen the general economy. Sim-
larly, programs that promote innovation in traditional industries
n both Israel and the United States were designed for the pur-
ose of economic renewal, and only later, after the social impact
ecame clear, did inequality-decreasing outcomes become part of
he discourse.

Regional policy is in a gray area in this respect. Egalitarian objec-
ives are sometimes expressed in the context of interregional DSIPs.
SIPs constitute an extension of traditional industrial policy that
ften aims to reduce regional differences. This is expressed most
learly in the distributive politics in large federal systems such the
U or the United States. However, as we have seen in Israel and
weden, a similar political rationale operates even in small states.
onetheless, in other instances, the motivation for these programs

s framed in terms of economic growth: public S&T support for
ackward regions is justified by the economic benefits that will
aterialize due to the technological upgrading in these regions.
A comparison of Israeli programs with counterparts in other

ountries highlights the significance of the political-economic con-
ext for the development of a distribution-sensitive orientation.
irst, the United States stands out as a DSIP laggard. One reason
or this is that American policy makers are less concerned about
edistribution than their counterparts in most other countries. In
eneral, in the United States, egalitarian considerations have a
omparatively lower priority (Sachweh et al., 2012). However, an
nternational comparison regarding DSIPs for traditional industries
ighlights a different factor: in the American political economy the
oom for union-driven policy making is very limited. In Sweden
nd Germany, unions are integrated into the decision-making
rocess—making them “insiders” in the neocorporatist governance
rrangement. Given that unions in traditional industries are rela-
ively well organized, union participation in decision-making in the
eocorporatist countries implies a high likelihood that traditional

ndustries will be seen as part of the innovation policy agenda. This
tate of affairs is largely in line with the Varieties of Capitalism liter-
ture that postulates that in Coordinated Market Economies worker
nvolvement in corporate governance is far greater than in Liberal

arket Economies (Hall and Soskice, 2001).9

In contrast in Israel, the support for traditional industries derives
ot from union power/intervention but from government concern
ith economic diversification. Further, the renewed interest in
anufacturing in the United States demonstrates that voice and a

eat at the table might not be the only decisive factor. Nonetheless,
t is clear that interest group power is relevant for understanding
he scope of DSIPs.

Policy is shaped not only by political actors but also by pro-

essional debates among policy experts. First, as mentioned above,
istributive concerns are often not part of the innovation policy
iscourse. Yet even when they are, some policy experts ques-

9 However, as Lippert et al. (2014: chapter 8) show in a comparison of the automo-
ive industry in the U.S., Germany and Sweden, the place of worker voice in corporate
overnance is shifting in these countries – sometimes in opposite directions.
Policy 46 (2017) 327–336

tion whether social purposes are either desirable or practical in
S&T and innovation policy. For some experts, innovation policy is
exclusively about economic growth, competitiveness, and national
security. Redistribution, they argue, might be appropriate in edu-
cation and social welfare but not in S&T.10 Others fear that DSIP
innovation policy will simply fail, as they see it as just another
example of “bad old industrial policy,” in which the state takes it
upon itself to support specific industries/groups/regions without
the knowledge required to do so successfully. Instead, the argu-
ment goes, governments should stick to “horizontal” policies that
provide infrastructure and do not privilege one type of actor/sector
over another (Teubal, 1997; Rodrik, 2008; Wade, 2012; Pack and
Saggi, 2006). The degree to which these policy experts have the
upper hand in policy debates depends on the more general inclina-
tion of the government in a specific country to engage in industrial
policy.

Finally, despite the qualitative evidence that DSIPs are success-
ful, we  know relatively little about the effect of DSIP programs for
two reasons. First, most of these programs have a relatively short
track record and the effects of innovation policies are in the medium
and long term. Second, and more importantly, governments do not
systematically gather the kind of data, both qualitative and quan-
titative, that would allow for full evaluation of these programs.
The main reason for this is that when these policies are conceived,
they are not seen as having distributive goals, therefore, relevant
measurement efforts do not exist.11

5. Conclusion

The main objective of this study is to introduce DSIPs as an
important new tool that aims at the same time to increase both
growth and equity and, hence, could be a critical part of the social
investment state. Programs of this type have the potential to level
the playing field where it is most uneven: science, technology, and
innovation.

In this article, we  focused on the effects of innovation on spe-
cific groups of technology’ producers and users and discussed
four different archetypes of DSIPs: innovation in traditional indus-
tries, geographical-economic peripheries, disadvantaged ascriptive
groups, and the advancement of disadvantaged consumers of tech-
nology.

If one eschews any state intervention for redistributive pur-
poses, DSIPs are obviously negative instruments. However, even
for egalitarians, DSIPs are not necessarily positive. Some commen-
tators are skeptical about government’s use of growth-creation
policies to advance social goals. This, as mentioned above, is related
to a general critique of industrial policy. The argument is tied
to the view that government is unable to successfully pick win-
ners. However, as many point out, this rationale applies equally to
of  informed public debate. Moreover, in many instances, distributive and growth
objectives might actually be associated with one and the same policy. As argued
above, Israeli DSIPs for traditional industries and the Arab minorities are first and
foremost driven by economic concerns.

11 For example, governments wishing to assess the distributive impact of tra-
ditional industries DSIPs should gather longitudinal qualitative and quantitative
data on low-skill labor employment and income in firms that receive support. It is
important to note that within the context of innovation policies this issue is salient
whenever trying to measure the outcomes of innovation policies in achieving the
general goal of economic development (Feldman et al., 2016)
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his question could be arrived at only following intensive engage-
ent with the question of what constitutes good DSIP practice,

nd such engagement depends largely on large-scale longitudinal
olicy experimentation coupled with systematic policy evalua-
ions. Laying out theoretical pathways that link innovation policy to
istributive outcomes—whether less or more equitable (e.g., sup-
ort of high technology vs. traditional industry innovation)—is a
rerequisite to formulation of indicators for the assessment of inno-
ation policy’s distributive effects. As DSIPs develop, a crucial part
f these studies should clearly articulate the causal mechanisms
eading from policy efforts, to outputs, to the desired outcomes,
nd not mistakenly confuse outputs, for example, more minor-
ty STEM (science, technology, engineering, and math) graduates,

ith the desired outcome, for example, more minority high-tech
ntrepreneurs. We  view this avenue of future research as extremely
romising. Specifically, we see a lot of promise of cross-fertilization
ith the EU recent efforts to develop mixed-method indicators for

egional development, which take into consideration the signifi-
ant differences in basic conditions and aspirations.

Those who view the emergence of DSIPs in a positive light are
hose who see economic exclusion as a problem that should be dealt
ith by adding new policy instruments to the traditional arsenal

f the egalitarian policy maker. It is worth pointing out that even
xisting DSIPs are in no sense well established. As discussed above,
he push for DSIPs is in most instances driven by nondistributive
oncerns. This matters because programs established for reasons
ther than distributive purposes could be designed in ways that
o not optimally advance distributive objectives. Moreover, inso-
ar as these programs are not recognized as DSIPs, they are unlikely
o attract support from actors – for example left wing parties and
galitarian social movements – interested in advancing those goals.
ndeed, in all four countries studied we were surprised to discover
hat the salience of distribution issues surrounding innovation poli-
ies is low. Political struggles (e.g., between right and left) involving
he distributive orientation of DSIPs are basically non-existent due
o the fact that DSIPs are rarely viewed in a social context – even
y prospective proponents. As a result, the sociopolitical support
ehind them is weak, and, in some cases, DSIP programs are termi-
ated, or not established in the first place, due to lack of support.

The social impact of the three producer-oriented DSIPs dis-
ussed above is primarily driven by the productivity growth they
re anticipated to generate among the disadvantaged. Although
he main focus of this paper is on the social goal of this pro-
ram, we believe that these programs could also help accelerate
conomic growth in general. First, precisely because these pro-
rams focus on integrating the economically marginalized – in
erms of people, sectors and regions – into the technology inten-
ive world, the untapped economic potential is considerable.12

econd, the identity and composition of the actors involved in
nnovation matters greatly. Agents that bring to the table new per-
pectives and objectives (e.g., minorities or traditional industries)
re likely to vitalize the innovation process, leading to productiv-
ty growth downstream. Given the understanding that innovation
s a cumulative and collective process, new actors introduced into
he innovation process are more likely to succeed to the extent that
hey are integrated into extant structures and networks: something

hat DSIPs could facilitate.

Nevertheless, optimistic scenarios concerning the general pro-
uctivity enhancing potential of DSIPs should take into account not

12 Clearly, not all ‘potential’ could be tapped and exploited. DSIPs investment deci-
ions must be guided by realistic analyses of the specific target population’s social
nd economic potential. For an example, see Farole et al.’s (2011) discussion of how
he  EU Cohesion Policy should be employed to support innovation in disadvantaged
egions.
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only possible weaknesses of these programs, but also the degree
to which their success depends on the broader policy environ-
ment. Thus, for example, DSIPs economic potential depends on
corporate governance that prizes long-term investment in work-
ers: investment that enables the collective and cumulative process
of organizational learning and innovation (Lazonick, 2013). Con-
versely, corporate governance that views firms solely as financial
assets to be maximized, will compromise the economic good that
DSIP programs could achieve.

In sum, we argue that it is vital for those who care about social
equity—whether policy makers, academics, industry stakeholders,
or the informed public—to seriously consider DSIPs as a new tool
within an effective social investment regime. Well-designed DSIP
programs could prove an important component of future efforts.
However, if we  do not recognize them as potential options in that
context and allow extensive policy experimentation, their promise
will never be fulfilled.
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