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SSEC.D |. Why innovation matters (today)

e Our growth path before the crisis was not
sustainable:

« Stronger productivity growth to increase potential
output growth, in particular following the crisis.

« Some innovations have contributed to a non-
sustainable growth path.

 Address global problems, e.g. climate change, food
security, health, energy.

 Public sector innovation of growing importance.

« How can innovation help to move to stronger,

cleaner and fairer economic growth?
3

SSEC.D Productivity had started to slow down

prior to the crisis
(GDP per hour worked, annual growth rate, in %)
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OEC.D Innovation can help address the
projected rise in global CO2 emissions
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Note: WEO refers to the IEA’s 2007 World Energy Outlook.
Source: International Energy Agency, Energy Technology Perspectives 2008: Scenarios and Strategies to 2050.
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“® The characteristics of innovation today

« A wide range of investments — much more than
R&D

+ A large contribution to productivity growth

« More collaborative and open

« A broader notion of innovation

« New players and a global system

« Greater participation, enabled by the Internet
e More actors
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gg Investment in innovation is now just as
important as tangible investment

Investment in intangible assets as % of GDP, 2005
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gg Innovation accounts for a large share of
labour productivity growth

Sources of Growth in US Output per Hour, Non-Farm Business Sector
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OEb  Firms today no longer innovate in

isolation

Then: Closed Innovation Now: AOpenfi I nnovati on
C Approach: “not invented here” C Approach: “proudly found elsewhere”
C Innovation: C Innovation:

A Strategy independent of . Business strategy drives targets

overall business strategy . Technology developed
A Performed in-house cooperatively or acquired
A Internal pool of innovators - Work with many innovators

. Leverage own IP

C Outputs: C Outputs:
A Incorporated in firm’s A Both internalized and
products and services. externalized (licensing, spin -offs,
A Product revenues finance venturing)

next cycles of in-house R&D

$§EC‘D Technology is only one approach to

value creation
Non-technological innovators by sector, as a percentage of all firms, 2004-2006
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Source: OECD, based on CIS and national sources.




SSEC.D New global players have emerged

Contributions to growth in global R&D, 1996-2001 and 2001-2006
(in billion constant US PPP and %)
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Note: (1) Australia, Canada, Iceland, Korea, Mexico, New Zealand, Norway and Turkey
(2) Argentina, Brazil, India, Israel, Russian Federation, Singapore, South Africa, Chinese Taipei
Source: OECD.
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OECD The Internet is enabling wider
participation in innovation

InnovationJam ¥

Over 140,000 people have participated in
Innovation Jam activities — with a record 4.2 46,000
million page views of Jam related materials. posts
A record 37,000 ideas — from more than 75
counftries and 67 companies — were posted

. . 3,000,000+
during the first phase of the Jam vigws
2,378,992
views
1,016,763
9,337 views
6,046 posts
= 26-8’233 I
views
|
WorldJam2001 ValuesJam WorldJam2004 InnovationJam2006

focused on pragmatic
solutions around

IBMers, family, clients and
pariners discuss how to
growth, innovation and combine new technologies
bringing the company’s and real world insights to
values to life create market opportunities

Open Innovation © 2008 IBM

medium to capture exploration of IBM’s
best practices on 10 values and beliefs by
urgent IBM issues. employees.

a new collaborative | an in-depth
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OECD More actors are involved

« Wide range of policies, Ministries, and levels of
government — not just science and technologys;

« Wide range of industries — not just high-tech;

« Wide range of actors, including NGOs and the
public sector.

 Local clusters and global networks.

A growing involvement of users in the innovation
process: firms, governments, consumers, ...
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OECD |11, Innovation in the Crisis - we know that it will
suffer in the downturn ...
5
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gg ... as is confirmed by current trends

A Investment in R&D is falling in many firms:
A A growing focus on development, instead of research.

A Though some firms are increasing investment.

A Small firms are most affected:
A Financial constraints are more pressing
A Sharp increase in bankruptcies and insolvencies

A New innovative firms have difficulties in entering and
exiting (e.g. through IPOs).
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OECD . . . .
The crisis has other impacts on innovation

A Consolidation is leading to less competition and increased
risk aversion

A Fall in trade disrupts global innovation networks.
A Unemployment leads to depreciation of human capital
A But can also be an opportunity and game-changer

AWill activate ficreative destruc

A Economic stimulus packages are full of measures that can
strengthen innovation

A Growing realisation that a new growth model is needed.
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Infrastructure R&D Education Green
Technology
Australia AUD 11.5 billion | AUD 580 mill. AUD 17 billion [ AUD 5.2 billion
Canada CAD 20 billion CAD 800 mill. n.a. CAD 4.6 billion
Finland EUR 910 million [EUR 25 million |EUR 30 million [EUR 38 million
France EUR 4.7 billion EUR 46 million |EUR 731 mill. EUR 30 million
Germany EUR 20 billion EUR 1.4 billion | EUR 19 billion EUR 5 billion
Norway NOK 3.8 billion NOK 170 mill NOK 270 mill. NOK 1.6 bill
UsS USD 100 billion USD 16 billion USD 157 bill USD 54 billion

is most important item. Blue is second most important.

OECD estimates, June 2009.
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OECD IV. OECD projections for a recovery \v/
depend on stimulus measures >\

A OECD has corrected its growth estimates upward.

A Recession could have been worse.

A But massive fiscal stimulus built into the projections -
important that measures are implemented promptly

A Prospects of uncharacteristically weak recovery, with high
debts and high unemployment

A Already before the crisis and even more now: Need to
revive productivity growth to return to higher growth levels

A Innovation will be key to growth and to addressing
climate change and other social/global challenges.
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OECD
In sum

The crisis offers new opportunities to undertake
structural change and help shape the future of
OECD economies

More than ever, innovation is key:
stronger, fairer and cleaner growth

OECD is elaborating a comprehensive policy approach:

- for stronger innovation  , to be released in
May/June 2010

 for green growth , to be launched in 2011.
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For further information

OECD Innovation Strategy:
www.oecd.org/innovation/strategy

Or contact:
dirk.pilat@oecd.org
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