Accepted Manuscript

L eaders and Followers. Perspectives on the Nordic Model and the Economics
of Innovation

T —

Joseph Stiglitz

PIl: S0047-2727(14)00198-4 —
DOI: doi: 10.1016/j.jpubeco.2014.09.005

Reference: PUBEC 3500

To appear in: Journal of Public Economics

Received date: 2 December 2013
Revised date: 3 September 2014
Accepted date: 17 September 2014

Please cite this article as: Stiglitz, Joseph, Leaders and Followers: Perspectives on the
Nordic Model and the Economics of Innovation, Journal of Public Economics (2014), doi:
10.1016/j.jpubeco.2014.09.005

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.


http://dx.doi.org/10.1016/j.jpubeco.2014.09.005
http://dx.doi.org/10.1016/j.jpubeco.2014.09.005

Title: Leaders and Followers: Perspectives on the Nordic Model and the Economics of Innovation
Article Type: Special issue: Conference - Nordic Model

Keywords: Technological Change, Research and Development, Leader-Follower, Scandinavia, US
Corresponding Author: Dr. Joseph Stiglitz,

Corresponding Author's Institution: Columbia University

First Author: Joseph Stiglitz

Order of Authors: Joseph Stiglitz

Manuscript Region of Origin: USA

Contact information:

Columbia University
3022 Broadway

212 Uris Hall

New York, NY 10027

Jes322@columbia.edu

Phone: +1 (212) 854-1481

Abstract: What kinds of social and economic systems are most conducive to innovation? We formulate
a simple model in which countries can close the gap with the technological leader, but where the cost
of doing so may be so high that the country choose to remain laggards. Observed disparities in
productivity may be the result of a recognition that the cost of closing the gap exceeds benefit and
there may therefore exist an international equilibrium in which there are leaders and followers. Even if
it is granted that the United States is the leader and Scandinavia are followers, there are theoretical
grounds for arguing that the Nordic model may in fact be better for innovation, suggesting that if the
US adopted some of the Nordic institutions, innovations would be higher, and societal welfare would

be improved even more.
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