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As a financier of R&D and a major purchaser, the state has a significant impact 
on strategic direction towards critical industries and encouraging entrepreneurial 
spirit. For instance, the United States annually has a budget for R&D spending of in 
excess of $100 billion, which is spent on defence, health, space, general science, 
energy, transportation, environment and agriculture. Much of the funds goes to 
industrial research laboratories, universities, non-profit laboratories and federally 
funded research R&D centres. There are also indirect ways of financing R&D, such 
as tax exemptions, subsidies, loan guarantees, export credits and forms of protec-
tion. As a major purchaser, the state will also reduce uncertainty and create favour-
able cash flows for firms by its willingness to pay higher (monopolistic) prices for 
early models. Public procurement is seen increasingly as an important potential 
instrument of innovation policy. Research by Georghiou et al. (2014) identifies a 
broad taxonomy of procurement policies and instruments that have emerged in 
OECD countries in response to perceived deficiencies. These include: the creation of 
framework conditions, establishing organisational frameworks and developing 
capabilities, identifying, specifying and signalling needs and incentivising innovative 
solutions. A good example here is the UK Government’s expenditure on the London 
congestion charge technology. Many of the firms involved in supplying and imple-
menting that technology are now suppliers to other cities across the globe. This 
willingness to be a major purchaser has helped drive the technology.

Through education, information dissemination, governance and other societal 
actions, the state can impact upon the way the society perceives discoveries and 
adapts new technologies at the same time as creating cohesion in the society and 
making strategic interventions to promote, for instance, the formation of a highly 
qualified workforce. Interdependency between state and society may create a favour-
able national culture, which welcomes scientific development and removes the 
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