
John Van Reenen, 
LSE Ronald Coase School Professor 

Digital Fellow, MIT IDE

Clark Center European Economic Experts Conference

October 9th 2026

Defence, Procurement and Innovation



UK military spending 

as a proportion of 

GDP fell from 7% in 

1960 to 2% in 2019 

Peace Dividend since 

late 1980s

Now raised to ~2.7% 

(target 3.5% 2035-

36)



The Claw of Archimedes

(c. 213 BC)





Data

─ Industry-country-year OECD panel (26 countries over 23 years)

─ French firm-level panel data (12,539 firms 1980-2015).

Focus on impact of defence R&D directly (& as IV for govt. R&D)

─ Strong evidence for crowd-in of private R&D by public R&D

─ Positive impact on domestic (& international) productivity growth

─ Consistent with recent macro approaches (Gavanni et al., 2026)

Is $1 in defence R&D better than $1 in non-defence R&D? 

─ Interesting question, but not the current policy relevant question 

which is ‘how can we make defence uplift pro-growth?’

Government (defence) R&D 





7

Relative cite-weighted

patents

Relative cite-weighted

Patents (drop self-cites)

Defence Ideas becoming Harder to Find? US Defence firms were 20% 

more innovative on average in 1976 to 40% less innovative in 2019

Notes: Patents weighted by future citations in six “Prime” defense contractors (Lockheed Martin, Boeing, Raytheon/UTC; 

Harris/L3; Northrop-Grumman, General Dynamics) & all their post 1976 acquisitions. Innovation measures relative to other firms in 

same technology-class by year (so 1.2 means 20% higher relative innovation rate)..
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• Admin data on >21k applications & evaluation scores of SBIR proposals 

2003-19 & outcomes through 2021. Focus on 2017-19 proposals when 

Open & Conventional programs run simultaneously

Findings:

• Open attracted more new entrants – young firms & those that had 

never applied for SBIR in the past

• RDD: Open has better outcomes than Conventional: VC Funding; DoD 

tech adoption; Novel patents

• Conventional “better” only for future SBIR contracts (lock-in by “mills”)

US AirForce experimented with ‘Open’ approach to R&D procurement
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DoD Tech Adoption 10 percentage points higher for Open program 

winners. Zero Effect for Conventional program



Lessons being learned from Open program?
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