
 
 

                                     
 

OPEN ACCESS 

 

http://www.anpad.org.br/bar 

 
BAR − Brazilian Administration Review 

Maringá, PR, Brazil, v. 16, n. 3, art. 1, e180140, 2019 
http://dx.doi.org/10.1590/1807-7692bar2019180140 

 
 

 
 

Research Article 
 
 

Public Policies on Innovation and  
Small Businesses in a Swinging Economy 

 
 
 
 
 
 
 
 
 
 

Glessia Silva1,2 
Luiz Carlos Di Serio2 
Éder Danilo Bezerra2 

 
1Universidade Federal de Sergipe, São Cristóvão, SE, Brazil 

2Fundação Getulio Vargas, São Paulo, SP, Brazil 
 
 

 
 
 
 
 
 
 
 
 

Received 27 November 2018. This paper was with the authors for three revisions. Accepted 5 July 2019. First 
published online 5 August 2019. 
Thiago Ferreira Dias was the associate editor for this article. 
Editorial assistant: Luciane Kato Kiwara 
Editor-in-chief: Carlo Gabriel Porto Bellini  



G. Silva, L. C. Di Serio, É. D. Bezerra 2 

 
 

 
 

                                     
 

OPEN ACCESS 

Abstract 
 
The purpose of this paper is to analyze the adequacy of public policies that support innovation 
in small businesses in a swinging economy, particularly in Brazil.1 In order to make our case for 
more adequate public policies on innovation, we develop five propositions based on the 
assumption that innovation policies focused on fostering socioeconomic development should 
meet. We adopted a documentary research design, as we examined the policies produced by 
governmental bodies and agencies at the three governmental levels in Brazil – federation, states, 
and cities. Also, qualitative content analysis was performed in order to organize, codify and 
interpret the messages delivered by current innovation policies in the country. We found that 
most public policies on innovation and small businesses are short-sighted and generalist, 
borrowing metrics and evaluation criteria from the big enterprise context in an one-size-fits-all 
manner that, ultimately, cannot be applied to most small businesses and local contexts. As a 
contribution to theory, our five propositions could be used as starting points for future policy 
and administration research. On a practical level, we propose recommendations to policy-makers 
and offer insights on how an adequate policy affects a country’s competitiveness and 
socioeconomic development. 
 
Keywords: innovation; public policy; small business; adequacy; swinging economy; Brazil. 
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Introduction 
 
Even though there is consensus around the idea of what constitutes contextually adequate public 
policies on innovation for small businesses (Berends, Jelinek, Reymen, & Stultiëns, 2014), both 
policy-makers and academics turn their attention to big, technology-based, research and 
development (R&D) enterprises, accepting the latter’s evaluation criteria as benchmarks for 
innovativeness (Hervas-Oliver, Garrigos, & Gil-Pechuan, 2011; Mrożewski & Kratzer, 2017; 
Storey, 2014). Such a bias harms the small businesses, as the process of public policy formulation 
is concentrated on the gaps and shortcomings related to big, high-technology businesses, thus 
resulting in short-sighted and generalist innovation policies (Von Tunzelmann & Acha, 2005). 
 
This situation is controversial, because the small businesses are considered the backbone of the 
economy and the heart of public policy (Forsman, 2011; Parida, Oghazi, & Cedergren, 2016). 
This results from the dissociation between entrepreneurship and innovation policies and the 
fragmentation of such research domains along the years (Audretsch & Link, 2012; Crossan & 
Apaydin, 2010; Damanpour, 2014; Ferreira, Fernandes, Alves, & Raposo, 2015; Garcia & 
Calantone, 2002; Santamaría, Nieto, & Barge-Gil, 2009). The fields of entrepreneurship and 
innovation are historically linked to Schumpeter’s theory of economic development, but have 
been evolving independently (Fagerberg, Landström, & Martin, 2012; Landström, Åström, & 
Harirchi, 2015; Landström, Harirchi, & Åström, 2012; Landström & Harirchi, 2018). 
 
Different visions about innovation and entrepreneurship hamper an adequate orientation of the 
innovation policies by making us frame innovation and entrepreneurship as different processes, 
thus affecting the way the entrepreneurial activity leading to innovation is valued (Audretsch & 
Link, 2012). This is worrisome because the integration of innovation, entrepreneurship and the 
dynamics of small businesses is a key condition to enable regional development (Audretsch, 2015; 
Autio, Kenney, Mustar, Siegel, & Wright, 2014; Bhupatiraju, Nomaler, Triulzi, & Verspagen, 
2012; Sahut & Peris-Ortiz, 2014; Squicciarini, 2017; Stephens, Partridge, & Faggian, 2013). 
 
Another aggravating aspect of such shortcoming is that most of the studies in the field of 
innovation associate innovation to technology and R&D, while most of the activities leading to 
innovation do not necessarily depend on either (Damanpour & Wischnevsky, 2006; Keupp, 
Palmié, & Gassmann, 2012). Therefore, the trajectory of the innovation phenomenon as a 
research field resulted in practical and theoretical gaps, making it excluding when it comes to 
analyzing different contexts (Freel, 2005; Mazzarol & Reboud, 2011). As a result, researchers 
looking at small businesses have an excessive focus on the high-technology sector and the success 
stories (Brush & Chaganti, 1999; De Jong & Marsili, 2006; Storey, 2014). However, most of the 
small enterprises belong to traditional, low-technology sectors, which do not rely on R&D in the 
innovation process, and about three-thirds of them have no employee other than the owner 
(Fadahunsi, 2012; McGuirk, Lenihan, & Hart, 2015; Plotnikova, Romero, & Martínez-Román, 
2016; Romero & Martínez-Román, 2012; Zaridis & Mousiolis, 2014). 
 
Both the political system and the academia have given an overly disproportional attention to 
technology and R&D in the innovative process (Freel, 2005). The bias in such context creates 
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generalizations that are difficult to apply to most of the small businesses and, as a consequence, 
makes them marginalized in various fields of study. However, innovation at the small business 
level is fundamentally different from that of the big businesses, and innovation policies must 
consider such aspects (Acs & Audretsch, 1988, 2010). 
 
The failure of many public policies for the small businesses is ultimately a result of policy-makers’ 
focus on big businesses and the academia’s lack of interest in the small business (Hervas-Oliver 
et al., 2011; Von Tunzelmann & Acha, 2005). Therefore, it is important that policy-makers 
develop public policies to encourage entrepreneurship as well as local and regional development, 
because an innovation policy is, by its own nature, local (Audretsch & Link, 2012; Mirzanti, 
Simatupang, & Larso, 2015; Mrożewski & Kratzer, 2017; Roper, Love, & Bonner, 2017). 
Moreover, public policies supporting innovation in small businesses must consider both the 
innovation context of the small enterprise itself and the local entrepreneurial context 
(Henrekson, 2014; Huggins & Thompson, 2015). This is especially true in developing nations, 
which in general have lower innovation levels, as most of the public policies on innovation in 
such countries fail due to being based on the theories, policies and economic principles of 
developed countries (Öner & Kunday, 2016). 
 
Consequently, the theoretical and research body supporting the analysis of public policies on 
innovation does not examine the adequacy of a policy’s objective as its main focus, but rather the 
policy’s efficiency (Bajmócy & Gébert, 2014). Even though a policy’s objective is decisive for its 
success, most of them are formulated in a wrong manner, considering issues such as productivity, 
economic growth and job creations, which are typical metrics in the dominant economic theory 
and have little to no relation to the context they were supposed to be meant for (Bajmócy & 
Gébert, 2014). To help reduce such gap, this article analyzes the adequacy of the public policies 
supporting innovation in small businesses in a swinging economy. We developed the following 
research question: Are the public policies on innovation adequate for the small businesses in 
Brazil? 
 
We believe that addressing such question is important in both theoretical and practical terms. 
To theory, we hope to advance the discussion about the adequacy of public policies on 
innovation, especially in the context of small businesses; to practitioners, we present suggestions 
on how to improve the existing policies and creating more meaningful ones. 
 
The article is organized as follows. First, the literature review approaches the role public policies 
on innovation play in the development of countries and small businesses; then we organize the 
discussion into five propositions derived from a literature review, which basically express five 
criteria on what constitutes an adequate public policy on innovation. Second, we present and 
discuss the methodological procedures that guided the data collection and analysis in our 
documentary research. Next, we present our findings and discuss implications in light of the 
issues raised here. Finally, we present conclusions with recommendations for future research and 
policy-making. 
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Literature Review 
 
An innovation policy may be conceptualized as a series of governmental activities translated into 
plans, programs, projects or actions aimed at fostering innovation (Audretsch & Link, 2012; 
Bajmócy & Gébert, 2014; Landström et al., 2012; Landström et al., 2015; Öner & Kunday, 2016; 
Patanakul & Pinto, 2014). Given that such policies directly affect existing businesses and have 
the potential of contributing to the creation of new ones, they must be integrated with the 
entrepreneurship policies (Bhupatiraju et al., 2012; Fagerberg, Fosaas, & Sapprasert, 2012; 
Landström et al., 2015), which in turn are aimed at fostering the creation of new businesses 
and/or strengthening the existing ones (Borges, Bezerra, Silva, Andreassi, & Ferreira, 2018; 
Lundström & Stevenson, 2005; Minniti, 2008; Mirzanti et al., 2015; Öner & Kunday, 2016; 
Qian & Haynes, 2014). Despite the similarities, innovation and entrepreneurship policies are 
usually dissociated from one another in such a way that most of the current innovation policies 
have goals that do not reflect the context they were meant for (Audretsch & Link, 2012; Bajmócy 
& Gébert, 2014). 
 
Public policies generally disregard the role and impact of innovation, because most policy-makers 
have limited knowledge on innovation and entrepreneurship (Audretsch & Link, 2012). In 
addition, every public policy is formulated on the basis of economic theories carrying different – 
and sometimes contrasting – views on how to promote the development of a country, and also 
the policy stance on innovation and entrepreneurship differs considerably between such 
economic theories (Audretsch & Link, 2012; Costa, 2016). For example, in the classic and 
Keynesian economies, innovation policies are generalist ones. In classic economy, the focus lies 
on market efficiency in terms of production and resources allocation; and in Keynesian economy, 
there is an active governmental role in fiscal and monetary aspects aimed at stabilizing the 
economy (Audretsch & Link, 2012; Costa, 2016). In Schumpeterian economy, on the other 
hand, the notion of growth and development is strongly connected to an economy based on 
innovation that has the entrepreneur as the principal innovative agent (Audretsch & Link, 2012). 
 
We argue that the Schumpeterian economic view is the most adequate for the purpose of social 
development and economic growth in a country. Schumpeter was responsible for taking the focus 
away from the classical and Keynesian economic view and, instead, focused on innovation as the 
foundation for change (Audretsch & Link, 2012). His legacy lies on addressing the facts that even 
strong firms fail if they are not innovative, and that there are both entrepreneurs that are 
innovators and entrepreneurs whose main interest is to maintain the status quo (McCraw, 2007). 
Schumpeter has also drawn attention to the role of institutions in promoting innovation 
(Schumpeter, 1939). Hence, the economic view adopted by a government influences the public 
policies as a whole and determines the way by which innovation is valued in a country (Audretsch 
& Link, 2012). 
 
In such scenario, small businesses play an important role not only in the economic performance 
of a country, but also as tools to reduce social inequalities (Acs & Szerb, 2007; Albiol-Sanchez & 
Van Stel, 2016; Aldrich, 2012; J. W. Carland, Hoy, Boulton, & Carland, 1984; Rothwell, 1989; 
Thurik, Stam, & Audretsch, 2013), which in turn force governments to develop public policies 
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honed to the innovative context of such businesses (Bajmócy & Gébert, 2014; Berends et al., 
2014). Consequently, adequate governmental actions are important because without small 
businesses we would have worse jobs, lower income levels, rising unemployment and less 
innovation (Qian & Haynes, 2014; Reynolds, Storey, & Westhead, 1994; Rothwell, 1989; Storey, 
2014). 
 
This is especially true in a swinging economy. The small business has a very strong social aspect 
attached to it (Bruton, Ahlstrom, & Obloj, 2008; Bygrave & Minniti, 2000; Henrekson, 2014; 
Marcotte, 2014; Öner & Kunday, 2016). Many of such companies are created by people who 
were marginalized by the current economic system and have therefore looked after becoming 
entrepreneurs as a way to improve their life styles (Barkhatov, Pletnev, & Campa, 2016). Small 
businesses are also the preferred type of organization in most localities (Barkhatov et al., 2016; 
Gardner, 1961), because most regions have more small than big cities, and small cities are home 
to a constellation of small businesses providing goods and services to the local population at more 
competitive prices when compared to bigger companies. This reduces the chance of monopoly 
formation by decentralizing the economic power (Barkhatov et al., 2016). 
 
Furthermore, small businesses are important to reduce the enormous gap between the rich and 
the poor as they make people more independent (Barkhatov et al., 2016). Such companies may 
be a strategy for poverty reduction, because the more incentives a country has to offer to small 
businesses the lesser the unemployment level and the higher the social welfare of the people 
(Autio et al., 2014; Bajmócy & Gébert, 2014; Hadjimanolis, 1999; Stephens et al., 2013). Then, 
it is of great importance that policy-makers take into account the social aspect embedded to the 
small businesses by creating public policies on innovation which are capable of promoting social 
development and poverty reduction, thus allowing people to realize their aspirations and dreams 
(Bajmócy & Gébert, 2014; Mirzanti et al., 2015). 
 
Entrepreneurship and innovation are related to welfare and self-realization, which are innovation 
outcomes (Henrekson, 2014). Do the policies meet people’s wishes? What would be the real 
preference of most people? Why are these preferences not explored? Public policies on innovation 
which explore such preferences have the potential to help fostering business opportunities in 
localities with little to no development perspectives (Henrekson, 2014; Huggins & Thompson, 
2015). Although governments strive to put forward small businesses in the political agenda, 
governmental actions hardly consider the policies’ adequacy (Bajmócy & Gébert, 2014). 
However, if policies are not managed well, they may have negative effects on innovation (Leitner, 
Wehrmeyer, & France, 2010; Liu, Simon, Sun, & Cao, 2011; Patanakul & Pinto, 2014; Petrakis, 
Kostis, & Valsamis, 2015). 
 
Thus, an innovation policy aimed at fostering socioeconomic development must meet certain 
adequacy criteria, which are based on five fundamental aspects: it must (a) focus on local/regional 
development; (b) be aligned with the target audience it is aimed to reach; (c) promote the capture 
and assimilation of local knowledge; (d) be focused on the manager/owner; and (e) consider the 
innovative profile of small businesses. We now present these five criteria as propositions to 
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provide a better understanding on how public policies on innovation may be adequate for small 
businesses. 
 

Proposition 1: Public policies on innovation must focus on local and regional development. 
 
An innovation policy must focus on local and regional development (Audretsch & Link, 2012; 
Henrekson, 2014; Mirzanti et al., 2015; Roper et al., 2017). That is because each locality has 
different characteristics and demands (Qian, Acs, & Stough, 2013; Qian & Haynes, 2014; Sahut 
& Peris-Ortiz, 2014; Squicciarini, 2017). Besides, the creation of a strong nation includes the 
process of building solid socioeconomic development of its regions, so that there are no small 
islands of wealth and vast pockets of poverty scattered across the land (Autio et al., 2014; Bajmócy 
& Gébert, 2014; Barkhatov et al., 2016; Huggins & Thompson, 2014, 2015; Huggins & 
Williams, 2011; Stephens et al., 2013; Van Stel, Carree, & Thurik, 2005). However, as many 
innovation policies are imported from developed countries, they end up being disconnected from 
the local and regional levels of developing and swinging economies, thus becoming inadequate 
to most contexts (Bajmócy & Gébert, 2014; Barkhatov et al., 2016; Mirzanti et al., 2015; Stephens 
et al., 2013). 
 
For example, as it becomes clearer that innovation policies are essential for the development of 
less developed countries, governments have been spending great sums of money trying to foster 
the entrepreneurial process in their own regions, but the problem is that the economic 
perspectives and metrics copied when the policies are imported – university proximity, high 
technology jobs, number of patents, number of graduates – are not adequate for less developed 
localities and result in short-sighted policies that would have been more effective had the local 
context been taken into account as recommended by Schumpeter,  whose focus is on fostering 
local innovative entrepreneurs (Hadjimanolis, 1999; Isenberg 2010; Stephens et al., 2013). 
 

Proposition 2: The objectives and metrics of a public policy on innovation must be aligned with 
its target audience. 

 
The objectives and metrics of a public policy on innovation must be aligned with the target 
audience it is aimed to reach (Bajmócy & Gébert, 2014). The excessive focus put on technology 
leads to the implementation of policies which pay little attention to low and mid technology 
industries (Von Tunzelmann & Acha, 2005). The problem is, only a small percentage of existing 
businesses are high-technology and R&D-intensive enterprises (Tsuja & Mariño, 2013). That 
means governments have implemented public policies on innovation which are little consistent 
with most small businesses and have, at the same time, put in the same group companies with 
different innovation contexts in an one-size-fits-all fashion that is detrimental and not viable to 
small businesses and regional development (Acs & Audretsch, 1988, 2010; Albiol-Sanchez & 
Van Stel, 2016; Gjelsvik, 2018; Stephens et al., 2013). 
 

Proposition 3: Public policies on innovation for small businesses must promote the capture and 
assimilation of local knowledge. 
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Innovation policies for the small businesses must promote the capture and assimilation of local 
knowledge (Autant-Bernard, Fadairo, & Massard, 2013; Howells, 2005; Laranja, Uyarra, & 
Flanagan, 2008; Roper et al., 2017; Tödtling & Trippl, 2005), and policy-makers must pay 
attention to the social context in which the entrepreneurial activity is framed (Acs, Stam, 
Audretsch, & O’Connor, 2017; Audretsch, 2015; Lee, Florida, & Acs, 2004). England, for 
example, has created political structures aimed at addressing issues affecting local development 
and growth (Roper et al., 2017). As a result, the support mechanisms for these policies are geared 
towards local-based businesses, namely the small enterprises (Hildreth & Bailey, 2013; Roper et 
al., 2017).  
 
It is also necessary to understand that the discourse behind the policy must reflect its objectives 
and actions. For example, if the creation of a university in a poor locality is considered an 
innovation policy, the university’s interaction with the local environment and its curricula must 
reflect the local context; if the academic programs do not help students to improve their own 
region, then it may be an evidence of inadequacies between discourse and practice (Stephens et 
al., 2013). 
 

Proposition 4: Public policies on innovation for small businesses must have their focus on the 
manager/owner. 

 
Policy-makers would be more successful had they started by formulating public policies on 
innovation for small businesses with a clear focus on the manager/owner as well as the business. 
For example, policy-makers in general develop policies aimed at improving the business 
environment, which in itself is more related to the life cycle and the organizational structure of 
the enterprise, when in fact they should focus on fostering the innovative potential of the 
individual as a person (Hampel-Milagrosa, Loewe, & Reeg, 2015; Henrekson, 2014; Öner & 
Kunday, 2016). Focusing on the manager/owner is a must (J. C. Carland, Carland, & Stewart, 
2015). 
 
Policy-makers have also to keep in mind that opportunities present themselves differently to 
individuals throughout their lives, and that there can be no innovation in the absence of 
opportunities (Alvarez & Barney, 2007; Alvarez, Barney, & Anderson, 2013; Hampel-Milagrosa 
et al., 2015; Mrożewski & Kratzer, 2017; Shane, 2012). For example, the qualification and formal 
education of the manager/owner are commonly pointed out as factors of success in small 
businesses (Fadahunsi, 2012; Franco & Haase, 2010; Zaridis & Mousiolis, 2014). However, most 
studies generally do not discuss that formal education and qualification are two factors that 
historically reveal a harsh social aspect, namely: individuals who hold less economic power and 
become entrepreneurs face more difficulties in accessing formal education and qualifying over 
time; likewise, individuals with lower economic power usually have lower quality formal 
education than individuals who come from better socioeconomic backgrounds. It means that the 
access to knowledge differs considerably among individuals (Carlsson et al., 2013). 
 
The small business has a strong presence of its owner as a manager and decision-maker, so that 
all of the innovative efforts are determined by the owner himself or herself (Cooper, Peake, & 
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Watson, 2016; Romero & Martínez-Román, 2012; Silva, Dacorso, & Montenegro, 2016; Van 
Der Sluis, Van Praag, & Vijverberg, 2008). That being said, it is understandable that personal 
traits or characteristics as well as the life trajectory of the manager/owner are determinants of the 
innovative success of the small business (Fadahunsi, 2012; Franco & Haase, 2010; Garud, 
Gehman, & Giuliani, 2014; Silva, Dacorso, & Montenegro, 2016). In this context, we argue that 
policy-makers play an important role in developing strategies to foster the innovative capabilities 
of the small business through its manager/owner. 
 

Proposition 5: Public policies on innovation for small businesses must consider the innovation 
profile of the small business. 

 
Finally, public policies on innovation for small businesses must consider the innovation profile 
of such businesses (Bajmócy & Gébert, 2014). As the innovative development is part of the day-
to-day of small businesses, most of the innovations in such environments are generated according 
to the enterprises’ own perspectives (Forsman, 2008, 2009; Hirsch-Kreinsen, 2008; Martínez-
Román, & Romero, 2013). Therefore, R&D or financial indicators do not reflect the typical 
innovative activities of the small enterprise (Crossan & Apaydin, 2010; De Jong & Marsili, 2006; 
Santamaría et al., 2009). Furthermore, policy-makers must develop public policies on innovation 
with adequate metrics for small businesses, such as service, process, organizational and market 
innovations, and also consider social externalities such as the welfare and local development of 
regions (Bajmócy & Gébert, 2014; Forsman, 2011; Mirzanti et al., 2015; Silva, Dacorso, Costa, 
& Di Serio, 2016; Stephens et al., 2013). 
 
Methodology 
 
We adopted a qualitative documentary research as our research method (Saunders, Lewis, & 
Thornill, 2009). We analyzed the adequacy of the public policies supporting innovation in small 
businesses in Brazil, using as our sources the data from the innovation policies’ texts in Brazil’s 
three spheres of government – federation, states, and municipalities – in force2 until December 
31st, 2017. Specifically, we collected data from the following governing bodies’ websites: (a) 
Ministries of the Federal Government and related bodies; (b) Secretaries of State Governments 
and their respective State Foundations for Research Support; and (c) Secretaries of City Halls of 
Brazilian State Capitals. 
 
Based on our literature review, we adopted four criteria to identify and select public policies on 
innovation: (a) the focus on innovation had to be explicit – self-identified – in the policy’s 
objective; (b) innovation had to be conceptualized as something new or improved and outcome-
oriented; (c) the innovation policy had to be presented as a set of governmental activities 
translated into plans, programs, projects or actions; and (d) the policy had to be in force. We 
chose this approach because it enabled the analysis of policies at multiple – from national to local 
– levels of government-led policy-making. Besides, since the Federal Law of Access to Information 
(Lei n. 12.527, 2011) grants public access to information of general or collective interest, we 
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expected that all of the Brazilian public policies on innovation would be available for 
consultation, what resulted in 94 policies as our final sample. 
 
We created a classification form in order to identify general aspects, characteristics of the target 
audience, and characteristics of the actions (Lundström & Stevenson, 2005). The form was used 
in a previous study (Borges et al., 2018) and contains the following: (a) control number, (b) name 
of the policy, (c) type of policy, (d) year of creation, (e) objective, (f) responsible body, (g) target 
audience, (h) type of support offered, (i) agents involved, (j) local context, (k) intended results, (l) 
follow-up mechanisms, (m) policy impacts, (n) evaluation metrics, and (o) link to website. 
 
We also created an individual form for each policy and later compiled all of the information 
obtained in a single Microsoft Excel sheet. Analysis was performed considering Bardin’s (2011) 
phases for qualitative content analysis, a technique that works with words to generate inferences 
from the content communicated through a text, considering both the presence and the absence 
of characteristics in a given fragment of the message. These phases and each of the steps in our 
research are detailed in Table 1. 

 
Table 1 
 
Operationalization phases of content analysis 

 

Phase Meaning Operationalization 

Pre-analysis 

 

 

 

Organization of the material 
needed for interpretation 

 

 

We collected data about the public policies on innovation from 
the following Brazilian governmental bodies: Ministries of 
Federal Government and related bodies; Secretaries of States 

and State Foundations for Research Support; and Secretaries 
of City Halls of Brazilian State Capital cities. 

Material exploration Coding of the raw material found We distributed the raw information for each policy in an 
innovation policy classification form. 

Treatment of the 
information and 

interpretation 

Categorical analysis to verify 
similarities and differences, and 

regrouping 

We compiled the information obtained in a single table and 
proceeded to a comparative analysis of the innovation policies. 

Note. Source: Adapted from Bardin, L. (2011). Análise de conteúdo. São Paulo, Brazil: Almedina. 
 
Results 
 
In the Pre-analysis phase, we collected data on the three government levels in Brazil by manually 
accessing the websites of Ministries, Secretaries and each related governmental body or entity, 
comprising every public policy on innovation in force in the country until December 31st 2017. 
At the federal level, we accessed the websites of 22 Ministries of Brazil and 122 bodies related to 
them that had explicit (self-identified) innovation policies. Although the websites generally have 
an actions and programs tab, most of the policies they mentioned could not be found. We used 
the keyword innovation alone and together with the keywords plan, program, project, action and 
small business in the search engines of the websites. Initially, we found 216 policies that 
mentioned innovation, of which only 119 were actual innovation policies. The other policies 
were focused on R&D and presented innovation as an externality of the actions undertaken, and 
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not as an objective of the policy itself. Of the 119, only 54 policies were still in force as of 
December 31st 2017. 
 
Following through, at the state level we accessed the websites of the 486 State Secretaries and 27 
State Foundations for Research Support in the 26 states and the Federal District of Brazil. Only 
the websites of Secretaries from the States of Bahia, Minas Gerais, Rio de Janeiro and São Paulo 
presented an actions and programs tab, but likewise it was not possible to find most of the policies 
using such resource. We used the keywords in the search engines of the websites of all Brazilian 
States, and initially found 179 policies, of which 146 were in fact innovation policies, but only 
33 were still in force as of December 31st 2017. 
 
Finally, at the municipal level, we accessed the websites of 418 Secretaries of the 27 Brazilian 
State Capitals. The websites of Secretaries in 11 capitals – Rio Branco, Maceió, Fortaleza, Vitória, 
Cuiabá, João Pessoa, Curitiba, Porto Velho, Boa Vista, Aracaju, Palmas – were either offline or 
not working. The websites of the remaining 16 capitals did work, but did not present an actions 
and programs tab. We then used the keywords in the search engines of the websites and initially 
found 46 policies, of which 35 were in fact innovation policies, but only seven were still in force 
as of December 31st 2017. 
 
In the Material Exploration phase, we arranged the information of every policy in a classification 
form, so that the material could be later codified. The content of the public policies on 
innovation at the three government levels is distributed between target audience, objectives and 
type of support offered. We found that the lower the governmental sphere, the less clear is the 
information available in the website. Surprisingly, across all the three levels of governance, the 
innovation policies are not clear when it comes to considering local contexts, intended results, 
follow-up mechanisms, impacts and evaluation metrics. 
 
In the Treatment of the Information and Interpretation phase, we analyzed the innovation 
policies according to the categories established in the policy classification form (Table 1) and 
made a cross comparison of the 94 policies in our sample. Table 2 summarizes these results and 
points out the predominant characteristics of the public policies on innovation and for small 
businesses in Brazil at the three governmental levels. 
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Table 2 
 
Comparison of public policies on innovation across the three levels of governance  
 

 Federal State Municipality 

Number of policies 54 33 7 

Type of policy Programs Programs Programs 

Year of creation 2009 to 2017 2009 to 2017 2009 to 2017 

Objective Clear Clear Clear 

Responsible body 
Ministry of Science, 
Technology, Innovation and 
Communications 

Secretaries of Technology and 
Development 

Secretaries of Technology and 
Development 

Target audience Generalist Generalist Small Businesses 

Type of support Financial Financial Beyond financial 

Agents involved Mentioned Not mentioned Not mentioned 

Local context Not mentioned Not mentioned Not mentioned 

Intended results 
Technological innovation 

Not specified 

Technological innovation 

Specified 

Technological innovation 

Specified 

Follow-up 
mechanisms 

Not mentioned Not mentioned Mentioned 

Impacts Economical and financial Economical and financial Social, economic and financial 

Metrics Classical Classical Classical and others 

Economic view Classical Schumpeterian Schumpeterian 

Access Difficult Difficult Difficult 

 
We found an overwhelming presence of innovation policies with the same characteristics, and 
then we performed three temporal cuts that best represented them, as they emerged from the 
field work: (a) prior to 2002, (b) between 2003 and 2008, and (c) between 2009 and 2017. This 
time-framing considers the presence and grouping of policies with similar characteristics, and 
2009 as the year the FNDCT3 added the term innovation to its mission objective. 
 
Innovation policies at all government levels prior to 2002 are focused on R&D and applied 
research. Policies created between 2003 and 2008 have a structuring character and were marked 
by the creation of legal – laws and decrees – and economic – sectorial programs – bases to boost 
innovation in the country. And policies created between 2009 and 2017 are diverse and with 
greater presence of small business policies. 
 
The time cut with greater number of policies in all governmental levels was the period between 
2009 and 2017, which means that the public policies on innovation in Brazil are recent. The 
2009 period coincides with the year in which the FNDCT – a national fund responsible for the 
resources destined to innovation in the country – added the term innovation to its objective, 
ultimately impacting every public policy on innovation created since then, which perhaps explains 
the higher concentration of policies in the post-2009 time period. 
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At the federal sphere, the Ministries of Brazil and related bodies mention innovation as important 
for the development of the country and use innovation as a pillar for the activities that are 
developed. However, in practice, such information is not translated into plans, programs, projects 
or actions. Many ministries and related bodies do not have innovation policies and most policies 
focus on specific innovation support bodies rather than focusing on a bigger, nation-wide, 
innovation policy. Likewise, other policies have the potential for innovation, but are not self-
identified as innovation policies. The information available for each policy is also incipient. 
Given that the documents represent the bridge between the policy and the target audience, it is 
where all the information about a policy should be found. However, the lack of clear guidelines 
creates policies that are not properly aligned with the achievement of concrete innovation 
outcomes. 
 
At the state sphere, the websites of State Secretaries and their respective State Foundations for 
Research Support do not mention innovation as something important for the development of 
the states nor as a pillar for their economic activities. State-level websites lack more information 
when compared to federal-level websites, and State Foundations for Research Support work more 
as bodies to replicate federal innovation policies rather than creating their own. We could not 
find individual innovation and science and technology plans at the state level, and, while the 
regional plans mention big investments on innovation, there is no clear policy structure at the 
state level, as they basically replicate federal-level policies and focus on R&D investment rather 
than innovation itself. Thus, strategic objectives at the state-level do not translate into effective 
innovation policies. 
 
At the municipal sphere, the number of mentions to innovation by the local secretaries as 
something important or strategic at the city-level is scarce. There is a lack of public policies on 
innovation and most links to the websites are either broken or offline, with information mostly 
focused on the local political figurehead rather than the local public policies on innovation or 
other important issues. 
 
Even though the predominant economic view at the state and municipal spheres was found to 
be Schumpeterian, the socio-historical context of the policies’ creation as well as the conjunctural 
vision of the policies as a whole suggest that innovation is not employed at federal, state nor 
municipal level strategically. 
 
An innovation policy should ideally be responsible for the building of a strong nation, and also 
enable the exploration of the innovative potential of its regions at the local level. However, the 
Brazilian public policies on innovation are by and large limited to financial support policies in 
general. Only at the municipal level one can find predominance of policies supporting the small 
businesses, but given the small number of municipal policies – only seven policies – it is arguably 
not enough to call the municipal view Schumpeterian. 
 
Getting back to our five propositions on the fundamental aspects that characterize an adequate 
public policy on innovation for the small businesses, we found the following: 
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Proposition 1: Public policies on innovation must focus on local and regional development,4 but 
the Brazilian policies are not focused on the local context. The content of the policies does not 
present any information as to the context of the policy formulation nor which federal, state or 
municipal characteristics justify their creation. Also, they do not explore sufficiently why the 
policy would be adequate to its target audience nor how targeting such audience would benefit 
the country or region. Equally, policies on innovation in Brazil do not demonstrate integration 
with a socioeconomic growth purpose at any governmental level, nor are they integrated to each 
other at the different governmental levels. As a result, they fail to explore a region’s innovative 
potential once the potential is largely unknown. 
 
Proposition 2: The objectives and metrics of a public policy on innovation must be aligned with its 
target audience, but in practice policy-makers do not consider the innovation contexts. As a result, 
evaluation metrics and follow-up mechanisms are inadequate, thus hampering the transformation 
of objectives into results. That is because policy-makers have developed rather generalist 
innovation metrics in our public policies on innovation for different contexts. 
 
Proposition 3: Public policies on innovation for small businesses must promote the capture and 
assimilation of local knowledge,5 but the Brazilian policies are not locally oriented, they are 
focused on technological innovation and measured in terms of classical evaluation metrics and 
on their economic and financial impacts. Policy-makers are yet to develop public policies on 
innovation considering the social relevance of small businesses. For example, only the policies 
VAI TEC (in the southeastern state of São Paulo) and Projeto Intercaju (in the northeastern state 
of Ceará) are totally adherent to such propositions, as in both cases the local context is the pillar 
of the policy, and innovation is the engine for social development and transformation of the 
locality. 
 
Proposition 4: Public policies on innovation for small businesses must have their focus on the 
manager/owner, but only nine policies we analyzed had the manager/owner as their focus: at the 
federal level, Agentes Locais de Inovação and InovAtiva Brasil; at the state level, Projeto Intercaju, 
Minas Digital, Inventiva and Programa Startup Rio; at the municipal level, Programa de Incentivo 
Fiscal à Inovação, Programa de Fomento e Pré-Aceleração de Startups and VAI TEC. That is 
preoccupying, because the innovative process in a smaller, less structured business generally 
reflects its owner’s lack of institutional support. This in turn creates less developed cities and a 
vicious cycle of social injustice, as noticed in most Brazilian municipalities. As a result, the public 
policies on innovation for small businesses in Brazil do not reflect the organizational 
characteristics of the small businesses, and as such lack effectiveness. 
 
Proposition 5: Public policies on innovation for small businesses must consider the innovation 
profile of the small business,6 but the Brazilian policies lack a focus on the characteristics of small 
businesses and the specificities of such target audience by adopting criteria that would be more 
adequate to big businesses instead. This suggests that policy-makers have limited knowledge on 
innovation, small businesses and entrepreneurship, which in turn demands more adequate 
public policies when it comes to the profile of the small business. For example, only the 
municipality of São Paulo has a specific secretary (Secretaria do Desenvolvimento, Trabalho, e 
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Empreendedorismo de São Paulo) and corresponding policies aimed at small businesses (Tech 
Sampa and VAI TEC). 
 
In sum, most public policies on innovation in Brazil make use of classic evaluation metrics and 
do not consider the social externalities that innovation could potentially generate. The policies 
borrow metrics from the context of big businesses and erroneously try to apply them to small 
businesses. Furthermore, there is a small number of public policies on innovation aimed at small 
businesses: nine at the federal level, nine at the state level, and five at the municipal level. At the 
federal level, the Ministry of Small Businesses was extinct in 2015, and at the state level only 
Amapá, Pernambuco and Piauí have Secretaries focused on small businesses and 
entrepreneurship in general. At the municipal level, only São Paulo has such Secretary, which 
means that the small businesses’ context is not integrated into the economic development model 
adopted by the Brazilian public policies on innovation. 
 
It is worthwhile to mention that, in the 2016-2017 periods, a staggering number of 206 out of 
300 public policies on innovation were discontinued nationwide. In our initial search, only 54 
of 119 policies were in force at the federal level; only 33 of 146 policies were in force at the state 
level; and only seven of 35 policies were in force at the municipal level. This period of policy 
discontinuation coincides with the grave economic and political crisis in Brazil. 
 
We argue that, if innovation has the potential to help resolving economic and social problems, 
the dismantling of the innovation policies by the political forces reinforces the idea that 
innovation is not seen as strategically in either governmental sphere. Besides, most of our 
innovation policies are recent, which perhaps means that planning horizons are limited by the 
political term of policy-makers, with no attention to the path-dependency’s influence on the 
nation’s creation of innovations. Thus, there is not a visible joint effort to create innovation 
policies aligned with socioeconomic development and of the nation’s interests. 
 
Discussion 
 
The Brazilian innovation policies do not consider the local context. The formulation of 
innovation policies disconnected from the local context ends up generating predatory policies 
and increasing the social and economic gap between the regions (Autio et al., 2014; Bajmócy & 
Gébert, 2014; Barkhatov et al., 2016; Stephens et al., 2013). Brazil has been facing a serious 
political and crippling economic crisis which has culminated in the bankruptcy or declared 
financial calamity of six states, while a difficult or critical fiscal situation amounts to 86% of 
Brazilian municipalities (Federação das Indústrias do Estado do Rio de Janeiro [FIRJAN], 2017; 
Rodrigues, 2019). The lack of innovation policies aligned with the local context may have 
contributed to the low responsiveness of the regions, as policy-makers seem to have failed to see 
innovation as a way out of the crisis by making cities more sustainable. 
 
Because policy-makers do not take into account the context of innovation, evaluation metrics are 
inadequate and, ultimately, there are no follow-up mechanisms capable of turning objectives into 
results. This means that policy-makers have not focused on what mechanisms lead to innovation, 
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having instead used a one-size-fits-all approach to policy-making that is damaging regional 
development (Acs & Audretsch, 1988, 2010; Albiol-Sanchez & Van Stel, 2016; Gjelsvik, 2018; 
Stephens et al., 2013). 
 
Other studies on innovation and entrepreneurship policies in different countries7 have also 
found that governments tend to develop short-sighted national innovation policies trying to 
emulate the best practices of regions or sectors with better innovation performance, thus not 
considering the local context (Howells, 2005; Isenberg, 2010; Tödtling & Trippl, 2005). By 
studying former Soviet countries and their transition to capitalism, Veugelers and Schweiger 
(2016) conclude that there are specific country conditions which call for “sufficiently tailored” 
(p. 258) innovation policies, away from the one-size-fits-all or best-practice approaches, instead 
focusing on capacity building. By studying technological clusters in the US and UK, on the other 
hand, Etzkowitz (2012) also concludes that the best-practice mode as applied to innovation policy 
cannot work given the different dynamics of regions, and argues that successful clusters are 
successful thanks to policies allowing the permeability (knowledge flow) among university-
industry-government boundaries. 
 
The socio-historical context of policy creation and economic vision as seen in the documents 
produced by the responsible governmental bodies in our study indicates an economic view which 
is based on classical economic theory. As such, policy-makers tend to believe that socioeconomic 
development will naturally be achieved by just correcting market failures, so that agents are only 
responsible for the correct allocation of resources (Costa, 2016). As a result, instead of creating 
opportunities, current policies only reinforce the existing paradigm. There is also a lack of 
incentives to the activities that lead to innovation, which is troublesome as innovation depends 
of policies aimed at changing the existing structure so that innovation capabilities could be built 
upon a strong innovative environment. 
 
Of the 94 Brazilian innovation policies we analyzed, only 23 focus on small businesses. Since 
small businesses are considered the ideal type of organization and are primarily responsible for 
the economic and social development of most regions, municipalities should have been more 
proactive when it comes to creating innovation policies for small businesses locally. However, the 
number of innovation policies in Brazil for the small enterprise at the local, city level, has been 
negligible to say the least. 
 
The social abysm between the municipalities seems to be the result of the governments’ incapacity 
to act locally. The small businesses are responsible for local economic dynamics and, as such, are 
an answer to poverty reduction (Bajmócy & Gébert, 2014; Barkhatov et al., 2016; Gardner, 
1961). Fostering adequate public policies on innovation for small businesses might be an 
important strategy to get a country out of its swinging economy aspect and the vicious cycle of 
social inequality. 
 
Ramos-Mejía, Franco-Garcia and Jauregui-Becker (2018) discuss examples of technological 
changes in contexts such as Thailand8 to argue that the biggest challenge to innovation and 
poverty reduction in developing countries is the overcoming of ill-functioning institutions such 
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as the grip to power and corruption created and maintained by the political elite. Equally, George, 
Rao-Nicholson, Corbishley and Bansal (2015) have studied a public-private partnership initiative 
focused in emergency medical response in India,9 arguing that such partnership was of utmost 
importance where the government failed, because by joining the strengths of the public and 
private sectors it was possible to empower communities living at the base of the pyramid. 
 
Conclusion 
 
Existing innovation policies proved to be inadequate for the development of the small business 
and the country. Brazil has very few innovation policies, concentrated in the federal level and 
scarce at the bottom, municipal level. The low number of innovation policies in the capitals 
allows us to further question how innovation is treated in the other, much smaller Brazilian 
municipalities in the countryside, whose economic and social problems are even greater. We must 
remember that socioeconomic development and innovation go hand in hand. The lack of public 
policies on innovation might explain the low competitiveness in municipalities and reflects the 
lack of political will to solving the problems that cripple the country. The same occurs across all 
other governmental spheres. 
 
A prosperous nation, based on the principles of social welfare and equality, reflects its 
governmental institutions. Swinging economies such as Brazil, India, Thailand and former Soviet 
nations have experienced fast economic growth and have invested a considerable amount of 
public resources on innovation, but yet have failed to tackle problems such as poverty. In these 
economies, wealth is not equally distributed among their populations, and innovation policies 
have been noted as bad, short-sighted, ineffective and sometimes biased or even corrupt. Brazil, 
for example, has been facing a serious political and economic crisis, and the lack of adequate 
innovation policies for the country and the small businesses may explain the country’s low 
capacity to deal with the crisis. As a result, Brazil lost positions in the Global Competitiveness 
Index, dropping from the 48th position in 2012 to the 72nd position in 2018 (World Economic 
Forum [WEF], 2018), and in the Global Innovation Index, dropping from the 47th position in 
2011 to the 68th position in 2018 (Cornell University, INSEAD, & WIPO, 2018). 
 
As a theoretical contribution, we analyzed the adequacy of public policies on innovation for the 
small businesses according to five previously stated propositions derived from the literature 
review. The literature of public policies on innovation largely overlooks the adequacy of policies 
and lacks a reasonable questioning of the policy formulation process. As a result, many public 
policies lack effectiveness and miss their target audience (Bajmócy & Gébert, 2014). Our five 
propositions may be used as starting points for researchers interested in studying both public 
policies on innovation in general and specific policies for small businesses as proxies for adequacy. 
In doing so, we have extended our understanding on the what and how of public policies on 
innovation, and hope to have contributed by extending the literature in this research domain. 
 
To researchers, we suggest a few topics that might be explored further: (a) to question the 
adequacy of the innovation policies developed in a country; (b) to investigate the role of 
innovation policies in poverty reduction; (c) to investigate the role of small businesses in a 
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country’s economic and social development; (d) to consider the influence of the manager in the 
innovation activity of the small business; (e) to adopt the small, traditional, low-tech business as 
an object of study; and (f) to investigate how the inequality of opportunities affects the 
entrepreneurial activity. In this research, we have limited ourselves to studying the current 
innovation policies. Therefore, we do not present a historical perspective. We believe that such a 
perspective may deepen the discussion, so we also leave it as a suggestion for future research. 
 
As a practical contribution, our results may help promoting the formulation of innovation 
policies in small businesses, which in turn may improve a country’s competitiveness and 
socioeconomic development. Aiming to contribute with the innovative activity in Brazil and 
other developing countries with similar structural problems, we recommend that policy-makers: 
(a) introduce innovation in the strategies for economic and social development of regions and 
localities; (b) use Schumpeterian theory in the process of policy formulation; (c) consider the 
small business as the ideal type of organization for the economy, especially in poorly developed 
regions; (d) look for prior knowledge on policy formulation and on the context where innovation 
occurs; (e) specify where the activities – and metrics – of research, development and innovation 
begin and end; (f) integrate innovation and entrepreneurship policies; (g) create a unified, online 
platform with all innovation policies separated by governmental sphere, target public and type of 
support offered, so as to make the access to information easier; (h) offer more detailed 
information regarding the local context, intended results, monitoring mechanisms, impacts and 
evaluation metrics of the policies and how to access them; (i) consider non-technological 
innovation; (j) understand that a policy of financial support must be accompanied by technical, 
managerial and human support; (k) create more transparent follow-up mechanisms for each 
innovation policy; and (l) use appropriate metrics for each target audience. 
 
This research is limited mainly by its source of information – namely, governmental websites – 
for the documentary analysis, which in itself was dependent on the availability of data that was 
scarce in certain federative entities, so there may be that some policies went unnoticed as some 
websites – especially at the municipal level – were offline. Also, given its qualitative nature, we 
expect our study to be analytically but not statistically generalizable, as public policies are context-
dependent. 
 
Notes 
 
1 We chose Brazil as a proxy to study public policies on innovation and small businesses in a swinging economy for 
a few reasons, namely: (a) Sen (2010) singles out Brazil as one example of a country that was successful in fast 
economic growth, but has failed to redistribute its benefits to the poor; (b) the country has been facing its longest 
and most severe recession, thus dropping several rankings in global competitiveness and innovation indexes (Cornell 
University et al., 2018; WEF, 2018); (c) Brazil remains one of the most unequal countries in the world since the 
1980s, with the most recent data suggesting the country’s 10% richest receive more than 55% of the national income 
share (Alvaredo, Chancel, Piketty, Saez, & Zucman, 2017). 
2 We use the term in force as per its meaning of something “being in effective operation” (In force, n.d.).  
3 FNDCT (Fundo Nacional de Desenvolvimento Científico e Tecnológico) is Brazil’s national fund for scientific and 
technological development. 
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4 A successful policy in one locality may be a failure in another. This is because the success of a policy depends on 
the context surrounding it, so the replication logic of copying a policy may be useless if it is not context-oriented. In 
swinging economies such as African countries, which have less mature institutions, the policy formulation process 
is not aligned according to the interests of both rulers and subjects, so there is neither an institutional nor an outside 
solution for the economic development of such countries (Deaton, 2017). 
5 Especially in swinging economies, a public policy can hardly be effective in terms of economic development if not 
coupled with basic social change (Drèze & Sen, 1999). The problem is that badly formulated policies disregard the 
social aspects of development and rather focus in economic metrics and pillars, thus overlooking the real horrors of 
poverty (Deaton, 2017; Drèze & Sen, 1999). This is where the social role of innovation in the small business and 
context-oriented, bottom-up policy-making may give the support a country needs to prosper. 
6 In the context of swinging economies and developing countries, the small business may be a local answer to 
socioeconomic development, given its capability of implementing local solutions – such as Indian jugaad, Brazilian 
gambiarra, and Chinese chuangxin, all some sort of bricolage in their own contexts – to local problems (Deaton, 
2017; George et al., 2015; Pansera & Martinez, 2017). 
7 For example: Isenberg (2010) points out that even though certain extremely poor and war-torn nations such as 
Rwanda in Africa have been successful in creating entrepreneurial ecosystems and reduced poverty considerably, 
with job creations and GDP-growth, most of the governments in emerging and developing economies fail because 
they develop unattainable goals as a result of bad policy-making practices. 
8 Thailand is a good example in East Asia, because even though there is a nascent university-industry linkage as part 
of its National Innovation System (NIS), top-down policy-making, corruption, bad use of public funds, as well as 
institutional barriers hamper its development and result in a weak, fragmented and unsustainable NIS 
(Intarakumnerd, Chairatana, & Tangchitpiboon, 2002; Ramos-Mejía, Franco-Garcia, & Jauregui-Becker, 2018; 
Schiller, 2006). 
9 India is another example of a country with one of the fastest economic growth but that has also failed to distribute 
wealth among its population. India has more than one Brazil of poor people, and half of them are chronically poor 
and will remain poor forever (Mahapatra, 2017; OXFAM International, n.d.). Bad policy approaches and ill-fitted 
“narratives of innovation” (Pansera & Martinez, 2017, p. 5) are singled out as reasons to the chronicity of poverty in 
India (Mehta & Shah, 2003; Pansera & Martinez, 2017). 
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