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Kurzbeschreibung des Projekts:

FRAME will develop a new generation of Dynamic Stochastic General Equilibrium (DSGE)
models that will advance the state of the art by allowing for the first time realistic estimates of the impact of public research and innovation activities on innovation, productivity
growth and unemployment.
FRAME will begin by constructing a baseline model,which can be extended to address
different policy issues. The baseline DSGE model incorporates important new features:
it distinguishes between investment by companies in R&D and their investment in technology adoption; it allows public R&D and innovation activities not only to enhance the
productivity of private R&D but also to facilitate the diffusion of technologies to private
companies. FRAME will extend this baseline model to allow: multiple sectors; multiple
countries; endogenous skills; and labour markets with search frictions and unemployment. These extensions allow us to investigate the effects of different policy interventions over the short, medium and long term.
In addition to developing new models, FRAME will explore new approaches to estimate
key model parameters, including: the elasticities of innovation with respect to private
and public R&D; adoption lags; the elasticity of the speed of diffusion with respect to
private adoption expenditures; and the elasticity of adoption with respect to public activities aimed at fostering the diffusion of new technologies to private companies. This last
parameter will be estimated using a unique dataset combining information from firms on
the introduction of new products with data on research contracts they have signed with
the Fraunhofer Society. Public research and innovation activities have played a critical
role in technological progress, yet we have little quantitative knowledge about their impact. FRAME will fill this gap and provide policymakers with a more realistic framework to
study the impact of innovation policies and institutions on a broader range of variables.
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