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Technology Strategy and Innovation in the Global Age:
What is the Key to Improving Competitiveness?
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1. What is Innovation and Why is it Important?
2. Who is Leading in Innovation and Why?

3. How Can Nations Best Maximize Innovation?
4. What is the U.S. doing?

m What is Innovation and Why is it Important?
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To innovate is... to challenge and change the status quo

to enhance the customer's experience and bring new value to them.
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% 1 : All Types and Phases of Innovation Are Important

Phase of Development

Conception | Research & | Transfer | Production’ | Usage

Development Deplovment

- Products
=

= Services

-

=

£ | Production
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| process
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& | Organizational
L)

o models

Business models
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m Who is Leading in Innovation and Why?
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e  Economic Structure
+ human capital (college education; researchers)
+ innovation capacity (corporate R&D; government R&D; scientific publications)
+ entrepreneurship (new firms; venture capital)
« IT infrastructure (e-government; corporate IT investment; broadband)
e  Economic Policy (corp. tax; ease of doing business)

e  Economic Performance (trade balance, FDI, GDP per worker, productivity)
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1 : Overall Score (U.S. 6th, Japan 9th)
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% 2 : Rank for Rate of Change (2000 to 2008)

1. China 2. Singapore 3. Estonia 4. Denmark

5. Luxembourg 6. Slovenia 7. Russia 8. Lithuania

9. Cyprus 10. Japan 11. Hungary 12. Slovakia

13. Czech Republic 14. India 15. Latvia 16. Austria

17. S. Korea 18. Ireland 19. EU-10 20. Spain

21. Sweden 22. France 23. Portugal 24. Malta

25. Belgium 26. EU-25 27. Poland 28. UK

29. EU-15 30. Mexico 31. Netherlands 32. Australia

33. Finland 34. Canada 35. Germany 36. ltaly

37. NAFTA 38. Greece 39. Brazil 40. United States
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2 : Researchers (N T A&H7-0 OHFFEEED)
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3 : Researchers Change: 1999-2005

(3) B2z BiT 5 R&D
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4 : Corporate R&D
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AERD & PEE AT 2L EEIER 60%H 2. BA LD LT ER->Tn D,



LorL, KEFZ~AFTALEWIFRERICR o7z, ZHITKESR EIOTOZ L THD, fafif
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5 : Corporate R&D Change: 2003-2007
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6 : Government R&D
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7 : Government R&D Change

(5) XUFyr—FyEHIL
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8 : Venture Capital



m How Can Nations Best Maximize Innovation?

BEA ) R=2a VEERBLENE NS ZEIZONTE, BARD G 2IZH B Tl
THETHRWEHES, £/ X= 3 VZEL T, fiGmo&kE s b, BUFO®RE S B
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EIN—FA /) X—=2a v THEATHLIO), Fx PR E2RELTHAT, 3THH
F<L Vo TND EWHBEEMZREITE ZI2b RV, FE, MNEZAhH, N ELEZAHARHD
B, BEBENICEST, K 9 O=ZDDHEENREAS> TWIMERDL, T7hbb, EVX
A D5 (Business Environment) . #iil| D ER5E (Regulatory Environment) , 1 / X—3 3 VB
WOEREE (Innovation Policy Environment) T 5,

® Business ® |nnovation Policy

Environment Environment

= Regulatory Environment

9 : Maximizing Innovation: Get the Innovation Triangle Right

Qe Y3 ADEEE (Business Environment)
e  Vibrant capital markets
e  Churn and change are accepted, even embraced
e  High level of entrepreneurship
e  Cooperation and collaboration is part of the culture
o  High levels of university licensing and patenting
e Strong ICT adoption, especially among business
e  Strong management skills

e  Striking the right balance between short and long-term
EVRZADBRREIZOWTIL, 72 & 20X, ZIUXKEORATZ L E S 2 EARTTGE

FETRITNER B0, BRBWOETHRILE ZAIZEESNDDTIEARL, #HLL
ZALTEERECLESNEIL LT TNDZ ERKREITE,
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F—THELLIRRZEEZLES E LD, TEDIRMEIZARD ETIT 25 FE o721 A
91 LB TV, RITVKREDL S DRFIL, 29N olc B VR A & O 2 R
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EES,

@M OEEE  (Regulatory Environment)
e  Pro-innovation tax system
o  Competitive and open trade regime
e  Ease of starting a business
e  Transparency and rule of law
e  Support for competitive product and labor markets
e  Protection of intellectual property

e Limited regulations on the digital economy

HHIBREE D IER ISR e BRI D, - & 20X, FFFERRZICEE T 2 BiMlz B L T,
AHARIZBEZLSKELY R RoTWND,

FZZOMENS R TR Z2VOIIHET, 72& X NS 4% B OBEHEIC X 565
IMARBIZTETVDONIAZL, 6 % B OMBMEHEDOR#EITE Loy, &
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DOFF TV ONMEICER T 5720, 2 ZIXEHAICEZ Tt bne
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@A/ X— a3 VBURDOESEE (Innovation Policy Environment)

Surveying the globe to identify nascent technologies.

Developing national innovation metrics.

Building technology “roadmaps” in key industries.

Channeling R&D into specific technology or industry research areas.
Funding sector-based industry-university-government research partnerships.
Reshaping the corporate tax code to spur innovation and investment in IT.
Transferring knowledge from academia and government to the private sector.
A high skills strategy, including immigration and STEM education.
Encouraging private-sector technology adoption.

Supporting regional industry technology clusters and regional TBED efforts.
Championing innovation in the public sector.

Reformulating trade policy around an innovation agenda.

UM UTRRBH L7220 DS, BT A/ R—T g T A E b AL LIS 3
T, BUFIEA / R=va e nW) L Xal LT X TOBOR—Rif, Bl £l
BE., WEREEBZDUENODL LN Z LT,

A/ _=va kLIRS TRRMET 200, KEOBMNBEMRE LFELTWDE, A
SN g VIR EZIPBRLDMIZONT, K BHESTEZTE L TVHRERLN
EVWOHIBRERZTD ((3).

7% 3 : Too Many Nations Focus Too Narrowly

Phase of Development

Conception | Research & | Transfer | Production/ | Usage

Development Deployment
Products
* *

Services

Production
process

Type of Innovation

Organiz ational
meodels

Business models
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BREORTEEMENENRD L VI Z LT 2OV — R H D, —DIEREDER
(growth effect) T, & 9 —DIFEALLBATOEK (shift effect) TH 5,

TNENOENZ RIS, FEIRPERE LBMEPERE TE X THTo, PR A PEM
<, MEMERE SR IXAEEENMEY, ERENOEETERR VICAEEEOM ERS D &
e TNFREDOERIZED b D7, —T7, BATICL DR &%, #MEESE D72 g
0. PERPEENSZ oiuX, &R E LTAEEERmET D WS Z &7,

McKinsey Global Institute (3% EZ & L T, &9 WO ERTHERERNL L FLTWDL D%
IHTL TS,

X 10 (3SR E O ik T, ARNCHEED GDP iR Z2 R LTH Y . KEIEL 3.3%., HA
X 04% TH %,

2L, B2 2 —BREUCTHITEICEIRERITIEZEDLDL W ERELT, B X —0D
BAULRIZISE L TENTT GDP sEFEN/H TS 5202 TRILIEbDTH D, KEEHAD
BUEIIZE A EEN 2, LTER o THEEMIZ L 2 EITNT LA LR, SZIZEDYE
REMHEDOBI TS & ZONRT U RIHKRTIZEAEEDLRWVWE NI FEKRTH D,

FRNZ, 2DE, DEV I X —HTIERHTE 20V BED H0H 5003 H TV
Lo ZIMBEZDLDIE, BT HIZ, KETIIWANWARE Y ¥ —2 F T WEREROARE
PEDONRE o7, TENBRERE LT, BEMROREN-o7, ARIZIZINHRL R
MoToDT, HREG/NEDoTz, DD, EEOE I X —HROMBETIT R, KEIZ
BWTIE, &5 7 X —IZBWVWTENRDITHOR DTS ZEEZRLTND,

Growth momentum Differences in
(growth predicted by 3 performance
Grewth  Total growth initial sectar mix)! of sectors?
-ngh. United
States 33 = 0
South :
Korea 26 1.8 0.7
United :
Kingdom 26 22 D4
France 71 23 02
Germany 08 23 -15
Japan -
Low P D4 Fii | 1.7

1 C'ountw qrowth rate calculated as if all sectors would have grown with sector-specific growth rate average across all
developed countries
2 Actisl country growth minus growlh momentum of initial sector mix.

SOURCE: Global Insight; Mckinsay Global Instiiuie analysis
Contribution to total value added, 1995-2005
Compound annual growth rate, %
10 : Sector performance has mattered more than the mix of sectors for overall GDP growth

in developed countries.
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MHE W) Z LD,

Growth momentum Differences in
(growth predicted by 3 performance
Growth  Total growth initial sector mix)! of sectors?
High :
China 9.1 5.7 34
India hh 52 0.3
Mexico 39 6.0 21
Russia 3.6 6.7 -3.1
Brazil 35 59 2.5
South : ;
Low Africa 1.9 6.0 4.1

1 Country growth rate calculated as It 2l sectors wolld have grown with the sector-specfle qrovin rate average across all
developing countries,
2 Aciual country grosvih minus growin momentum of initial sector mix.

SOURCE: Global Insight; McKinsey Global Instituts analysis

Contribution to total value added, 1995-2005
Compound annual growth rate, %

11 : Sector performance matters more than sector mix in developing countries as well.

m What is the U.S. doing?
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