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Globalisation i1s advancing rapidly

International trade and financial links have deepened
Imports of goods and services, in % of world GDP
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The importance of non-OECD economies has grown
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Non-OECD share in % of world GDP
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Cross-border lending and investment, in % of world GDP
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The global expansion is continuing
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Owing to sharp reductionsin the costsof transport and

communication
Transportation and communication Costs of processing information
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The current phase of globalisations characterisedby
severalnew trends

A The spread of global value chains: production is increasingly
fragmented across countries leading to more specialisation.

A Interfirm trade by multinational enterprises accounts for a larg
part of global trade flows.

A Trade in services is growing rapidly, enabled by information
and communications technologies.

A The integration of large emerging economies, notably China &
India, also in more innovative areas of economic activity.
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Specialisationis growing, evenin traditional industries
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Non-OECD countries are also of growing importance for global

A China is now among
the largest investors in
R&D globally i with a
target to reach an R&D
intensity of 2.5% by
2020.

In 2005, norROECD
countries accounted
for over 21% of global
R&D, up from 17%
four years earlier.

science and innovation

R&D expenditure in 2004
(circles reflect size of spending in billion USD PPP)
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What have we learned about globalisation?

The OECD work shows that globalisation is having considerable impacts,
Including:

A

o Do Do Do

In changing trade patterns and the comparative advantages of OECLC
nonOECD countries.

In creating a larger global market and enabling more countries to
participate in the world economy.

In improving productivity growth and increasing wealth and incomes.

In reducing inflation pressures and increasing the variety of goods an
services available to consumers.

In enhancing competition, which also strengthens the pressures to
Innovate.

The impacts of globalisation on employment and earnings will be discussed in
afternoon session.
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Why the growing interest in innovation in this
global economy?

Innovation is part of theesponse to globalisatiorand can help address
severailmportant challenges

Innovation can help countries to move up the value chain and enable
to compete and increase productivity growth

Innovation can help address environmental and social challenges, su
cli mate change, energy securit.)y

The global economy also offemew opportunitiesfor faster innovation:

New technologies (information technology, the Internet) may enable
rapid innovation, notably in services.

Globalisation is creating new opportunitieg broadens markets and
enables greater specialisation.

More resources are being devoted globally to research and innovatio

oECD ({(@) OCDE



Innovation plays an important role in economic
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.. and in addressing many global challenges

Trends in patents filed under the Patent Cooperation Treaty in selected environmental technologies”
Average annual growth rate, 1995-2004
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Investment in innovation is rising in several OECD
countries (R&D expenditure as % of GDP)
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Government budgets for R&D have grown

substantially in some countries
(growth in government budgets for R&D, 20002006, current prices, in %)
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But raising R&D intensity primarily involves

Increasing business R&D
(R&D expenditure as % of GDP, 2005)

B Business R&D B Other R&D (1)

Note: (1) Other R&D includes government, abroad and other sources. OECD « .1§)CDE
Source: OECD, Main Science and Technology Indicators, 2006-II, December 2006.



Business spending on R&D has risen in several OECD countries
(business R&D as % of GDP)
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But innovation is more than R&D:
Investment in many intangibles is rising

A Estimates for the United States
show that intangible investment
now surpasses tangible
investment (machinery and
equipment and buildings) as %
of output.

A Investment in intangibles
Includes investment in software,
R&D and firm-specific
competencies (such as training
and organisational factors).

A These intangibles (investments
in knowledge) thus play a
growing role in growth
performance.

Source: Corrado, Hulten and Sichel (2007). OECD ((@ OCDE



