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	INNODRIVE - Intangible Capital and Innovations: Drivers of Growth and Location in the EU
Ongoing project


	
	SUMMARY

	Objectives of 

the research
	The aim of this research project is to reduce our ignorance concerning intangibles by providing new data and new estimates of the capacity of intangible capital to generate growth. The project will also introduce new methodologies to explore intangible investment and its engagement in innovation activity.

	Scientific approach / 

methodology
	Evaluation of innovative growth at the firm level in a selection of old and new member states using the linked employer-employee data and, at the national level, by compiling new innovative estimates of the level of intangible capital and its contribution to the growth process in old and new member states and, for purposes of comparison, in the United States.

	New knowledge and/or
European added value
	The project will provide new data on intangibles and new estimates of the capacity of intangible capital to generate growth. All data produced at macro-approach will be made public available in project web pages. Public data consists of private expenditure (investment) on intangible on a comparable basis for EU27 area up from the middle 1990’2. Public micro regional-level Nuts IV-III data is from Finland, Norway, UK, Germany, Czech Republic, Slovenia and includes information on organization capital, R&D assets and IT assets and innovativeness, among others in the same period.

	Key messages for

policy-makers, 

businesses,

trade unions and 

civil society actors
	The project will offer new insight on the importance of intangibles and innovative activity which will be valuable for European innovation policy makers in assessing the appropriate innovation policy. Why are some countries such as Italy relatively poor in R&D intensity, while may perform well in many other measures of innovativeness including patent applications? How sensitive are intangible capital measures to industry composition and how to measure intangible capital in services industry? How is the intangible capital in firms divided into organisation capital, R&D assets and ICT assets and how these relate to productivity and market value of the firms.
How EU27 policy objectives have to be redesigned in order to use intangible capital more efficiently and to meet the Lisbon targets also in view of the growth accounting analysis?
 




	Objectives of 

the research
	It is widely recognised that intellectual assets are major determinants of the generation of innovation and thus in the enhancement of growth, employment and competitiveness of the EU. The importance of R&D and innovation is also explicitly acknowledged in the "Lisbon process". However, our knowledge of the contribution of intangibles to economic performance is still incomplete. The aim of this research project is to reduce our ignorance by providing new data on intangibles and new estimates of the capacity of intangible capital to generate growth. 
The study is designed with the aim of enhancing our capacity for measuring the amount of capital embodied in intellectual assets (e.g. human capital, R&D, patents, software and organisational structures) and also of the potential for intangible capital accumulation in manufacturing, service industries and the rest of the economy.

	Scientific approach / 

methodology
	As an essential feature of our project, we envisage doing the analysis both at firm-level and at national level. At the micro-level the present project will improve our insight into the contributions of intangibles to the growth of firms by exploiting the potential of recently established linked employer-employee datasets and implementing a performance-based methodology to analyse how firms use knowledge and human capital to increase their productivity and how mobile workers react to these processes. At the national-economy level we will expand the traditional growth accounting framework by including, in capital formation, estimates of the investment in intangibles which, hitherto, have been counted as current expenditure in the conventional national accounts.
The research will thus resolutely innovate in two main areas:
· Introduction of new methodologies to explore intangible investment and its engagement in innovation activity 
· Evaluation of innovative growth at the firm level in a selection of old and new member states using the linked employer-employee data and, at the national level, by compiling new innovative estimates of the level of intangible capital and its contribution to the growth process in old and new member states and, for purposes of comparison, in the United States.




	New knowledge and

European added value 
	Creating new data for public use
All data produced at macro-approach will be made public available in project web pages. Public data consists of private expenditure (investment) on intangible on a comparable basis for EU27 area. These separate especially expenditure on software, scientific R&D, non-scientific R&D (design, product development etc.), branding, training and organizational capital. To this is added comparable private expenditure (investment) on intangibles using microdata for six countries.
Data created and aggregated above the enterprise level is made publicly available as long as these do not allow identification of individual enterprises or persons. Estimations of returns on assets made at micro-level can also be used to value information on intangible capital in the whole Europe. The micro data from six countries give adequate basis on assessing how the rate of returns should adjust for country characteristics and for the rest of the Europe. The bottom up approach will finally give value of intangible capital at national level, which can be evaluated against the data obtained in macro approach.

Increasing the productivity of European research

Our project will increase the productivity of research in Europe by applying harmonised approach in the analysis, which will be clearly spelled and explained in research reports. This enables the valuing of assets at different rates depending on country characteristics. This benefits research community in two ways. To begin with, country-to-country estimates yield the return on assets that are comparable across countries. Second, the common estimation methodology adopted here can also be used more widely in the rest of the Europe, in micro-approach, however, partly requiring access to national LEED data.
The data publicly available will be made accessible in Innodrive project web page, which is built up separately for the project and also as part of Enepri network web pages. We are offering links to these web pages in other databases. Data are end project and will thus be published at the third year or at the end of the project. However, we are collaborating with other knowledge capital projects in Enepri network and data interchange is continuous between the projects. Towards this aim, in micro approach the industry-level data is formed in a way that it can be linked to other databases.


	Key messages for

policy-makers, 

businesses,

trade unions and 

civil society actors
	Taking intangibles seriously

We firmly believe that taking intangibles more seriously has important implications for firm-level decision making, economic growth, saving and wealth, and the income share in the economy. Therefore, it will be an important objective for this project to organise an international conference on policies designed to foster intangible capital accumulation.

Evaluating appropriate innovation policy

Our detailed choice of intangibles and evaluation of the importance in explaining growth should contribute substantially to our final stage of evaluating appropriate innovation policy. This is likely to differ from one country to another as well as from one region to another. This is done jointly with policy decision makers in EU areas and particularly in the set of countries, where heavy data exploration has been carried out.
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	For more information
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