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Policy brief on intangibles and growth – Microeonomic under-
pinnings         
 

 
Types of Intangibles matter for inno-
vation performance 

The Globalinto project allows novel 
firm level analysis based on new data 
about the importance of different types 
of intangibles, reaching beyond R&D in-
vestment. The new methodologies based 
on occupational data capture organisa-
tional capital, but also broader technical 
investments that do not fall under formal 
definitions of R&D. These types of intan-
gibles are typically not included in stand-
ard accounting data or in surveys. 

Our results indicate that both R&D 
and organizational capital are important 
for productivity, though organisational 
capital - covering the knowhow of man-
agement - is relatively more important in 
Denmark than in Finland where intangi-
ble capital is more heavily R&D inten-
sive.  

Firms’ organizational change together 
with new product innovations are re-
quired to generate growth. It shows that 
well performing firms in the Finnish 
economy have for recent decades relied 
on either reforming the organization 
form, or on investing in the quality of or-
ganizational workers. Product innova-
tions are typically combined with organi-
zational innovations, while organizational 
innovations are further associated to 
marketing innovations, all backed up by 

organizational intangibles (Piekkola, 
2020a).  
  The innovation work is behind technical 
change which we label “innovation-labor 
biased technical change” (IBTC) generat-
ing important knowledge spillovers 
(Piekkola, 2020a, 2020b). However, the 
benefits of technical change do not dis-
tribute uniformly but make some earlier 
structural intangibles obsolete. 

 
How to enhance growth for SMEs. 

Small and medium-sized firms (SMEs) 
are particularly difficult to analyse using 
innovation survey samples with relatively 
short spells in SME samples. SMEs have 
high fixed costs in innovations. This may 
lead to excessive risk taking in order to 
cover these large sunk costs. In such 
cases, high-growth SMEs may not be 
profitable and they may go more easily 
bankrupt. 

Product innovations alone explain a 
large share of their growth, since SMEs 
rely more on human knowledge without 
formal organisational change. Digital 
tools are vital for greater innovativeness. 
Large firms have better built information 
systems and can rely on co-operation 
within the corporate group or with re-
search institutes. SMEs, in particular, 
benefit from new digital tools such as 
platforms for co-operation. 
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Industries also share knowledge and 
these knowledge spillovers are beneficial 
especially for SMEs that usually form 
clusters in the same field to operate effi-
ciently. When SMEs direct their external 
knowledge sourcing strategy towards 
covering consumers, suppliers as well as 
science, they can better capitalize on their 
innovations through lead-time ad-
vantages. 
 
Sustainable growth and regulation 
A policy strategy of introducing new 
environmental regulations has increased 
environmental innovations, as 
supported by earlier literature. We can 
show that in Finland the environmental 
regulation has also improved the 
performance of firms. Productivity in 
the firms with pollution-reducing 
environmental innovations has risen 
because they have have been able to save 
in resources and introduce for end users 
of goods and services that lower 
pollution. Public subsidies for R&D 
activity are also an important tool as they 
increase R&D investment which benefit 
also environmental innovations. 
Environmental regulation should also be 
supported by enabling cooperation with 
consultants as environmental regulation 
creates new challenges for the 
enterprises. 
 
Productivity puzzle and intangible 
capital 

We can summarize micro-level 
evidence by the following:  

(1) Intangibles such as organizational 
capital and R&D form the core 

structural capital of firms and 
determine their innovativeness.  

(2) Innovation-biased technical 
change and related intangible 
commons are important long term 
growth factors, both those driven 
by R&D and organisational capital 
that have continued to create 
knowledge spillovers.  

(3) The digitalization is the critical 
driving force for SMEs’ 
cooperative and knowledge 
sourcing strategies. 

(4) Nordic countries like Finland have 
taken a first-mover advantage by 
becoming “green” in many 
industries - backed by 
environmental regulation - that has 
jointly improved their economic 
performances. 

Firms face great challenges in adjusting to 
the current COVID-19 crisis and the 
recovery period that will follow. 
Intangible investments were found to be 
important in making adjustments to the 
earlier financial crisis in 2008-09 (Bloch 
et al., 2020). This was particularly the case 
for investments in organisational capital 
and ICT capital. 

COVID-19 together with innovative 
growth can be expected to widen the 
spectrum of firms leading to an increase 
in productivity dispersion within indus-
tries. If creative destruction is not en-
hanced at the same time, average produc-
tivity growth may decline. The forthcom-
ing Globalinto intangible survey over 
seven European countries will provide 
new results about intangibles, new busi-
ness strategies and COVID-19. The first 
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results from the survey are expected in 
Spring 2021.  
 
Data 
This policy brief reports results using 
unique linked employer-employee da-
tasets are used to apply new methods to 
derive intangibles from register data such 
as innovation-related occupations.  
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