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R&D investment and Technology
Fluctuations in the Medium Run
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This paper examines the relationship between R&D investment and
TFP(total factor productivity) in the medium run. The paper considers
a two-sector version of a real business cycle model extended to include
an endogenous knowledge creation. By calibrating and simulating the
model for the U.S., it shows that changes in U.S. R&D investment can
greatly explain U.S. medium-run TFP fluctuations.
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