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1. Introduction: 

The beginning of the twenty-first century has been marked by concomitant crisis and rising challenges, which combines a severe world economic and financial crisis and the threat of an ecological catastrophe menacing the survival of humankind. Concurrently, in spite of the huge technological advances achieved concerning the human capacity to provide adequate material living conditions to the world population, increasing inequalities spread starvation, violence and despair around the globe. 

Two factors are absolutely central to the world crisis and its persistence. First, there is a profound hypertrophy of financial assets and markets. Secondly, a sharp inequality in income distribution has increased at the heart of the system. This later trend is partially offset by policies in a few emerging countries (e.g. Brazil), but the deepness of current problems bring us back to previous surges of inequality in history associated to major structural changes. The difference is that now the inequality problem acquired a global dimension, spreading beyond national borders. 

Most of the available explanation of such increase in inequality attributes it to either globalization or technological change or to a combination of both (Storper 2000; Reinert, 2004). The profound social effects of these changes have placed the question of inequality back onto the political agenda. Issues related to combating social marginalization and promoting inclusive development start appearing as part of the agendas of research and innovation as an explicit goal concurrently with conventional objectives of promoting business competitiveness (Arocena and Sutz, 2012). As social inclusion was not a focus of the agenda for a long period, it is pressing to foster new analytical and normative frameworks capable to improve the understanding of how to lead research and innovation to cope with social priorities. 

The focus of this paper is based on this background and motivation. It is sited on the results of the Research on Innovation Systems and Social Inclusion Project (RISSI Project), which gathered researchers from Brazil, India, China, South Africa and Uruguay1. The research aimed at contributing to unfold innovation systems that move  towards inclusive development, opening up the possibility for policies that may promote development alternatives which normatively aspire towards greater sustainability and social inclusion. 

Methodologically the RISSI Project departs from the Local Innovative and Productive Systems (LIPS) approach (Lastres and Cassiolato 2005; Cassiolato, Matos and Lastres, 2008) that is based on the broad conceptual framework of national innovation system (Freeman, 1987; Lundvall, 1988) and on the Latin American literature on development and structural change (Fanjzilber, 1989). Based on the research preliminary results, the paper aims at presenting and discussing empirical evidence and analysis of some experiences in the five countries regarding inclusive development at local level. The analysis comprises different health innovative systems covering the informal economy, micro and small enterprises and other local-scale actors, including ‘living pharmacies’, low-cost medical equipment; traditional Ayurveda medicine, among others. 

It is suggested that LIPS framework allows improving the visibility of social-inclusive innovative activities which are normally marginalized helping to move towards policies which guide and drive development in a more inclusive, systemic and sustainable way and showing how to leverage these activities into sustainable innovations trough wider and stronger links with the national system of innovation. 

Also merits attention in the discussion proposed by this paper the warning about the common misconception of dissociating policies aimed at enhancing competitiveness and policies dealing with poverty/inequality (Furtado 1968). In spite of being a common characteristic of policy making (innovation policies included), the decoupling between the economic and social dimensions of development is not conducive to address the main questions of development. 

The hypothesis of this work suggests that the configuration of a technological development pattern which escapes such misconception must, necessarily, be integrated in the broader scope of inclusive development trajectories. We must reconsider innovation and its insertion in development trajectories, blending innovative efforts with social concerns and interrelated development issues. In addition, it is argued that outdated policy models, which can be applied indistinctly, must be replaced by new policy frameworks based on the clear understanding of the types of problems, challenges and opportunities within the specific territory they are focused on. Indeed, standard approaches of innovation policy making simply do not work for the most disadvantaged. 

In this sense, it is argued that emphasis must be put on innovation policies of a broader and systemic character. On this purpose, the interaction between welfare systems and innovation systems in developing countries can generate extremely positive synergies in terms of growth, efficiency and equity, thus constituting a significant link in a proactive strategy for inclusive development; a strategy in which the State must play a core role. The constitution of interaction between innovation.systems and systems that meet social priorities in developing countries shall be fruit of both institutional construction and long term structural reforms, which result from political decisions and articulations between State, market and society (Soares et al, forthcoming). 

The paper is organized as follows. Section 2 briefly discusses the links between inequality, globalization and technical change building from the evolutionary and Schumpeterian perspectives. Section 3 introduces the background and motivation of the RISSI Project and presents the preliminary evidences based on empirical work done on health local innovation and production systems in Brazil, India, China, South Africa and Uruguay. Finally, in the Section 4 some concluding remarks are presented.
