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The Era of Innovation
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Aging economy 

with less population

ŸSmaller domestic 

market

Globalization

Ÿ Global Competition

Creating values/profits by making products or services 

different from others is essential for business.

Knowledge Economy

ŸKnowledge in 

Intangible assets 

became more valuable

-S Ÿ Supply Demand esp. after the end of Cold War 

Product orientedŸ Value/Human oriented

-Differentiation, coming from its own personality is the key 

factor in the competition, or corporate benefit.

Why does innovation matter now?
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Elements of Innovation

Creation of brand new knowledge through some fusion of 

different kinds of existing knowledge

= The element of managing knowledge or intellectual assets 

incorporating the peculiar knowledge is essential.

New Convergence

Differentiation, coming from brand new knowledge does not 

necessarily result in the realized value. 

ŸOnly when the newly created knowledge meets the needs of 

many customers, the value is realized with destructive impact.

Destructive Impact
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Combination of 

technologies necessary 

ŸCompanies need to 

rely on outside 

resources

ICT improvementŸ 

Outside knowledge 

can be achieved in 

easy, costless and 

speedy way.

More importance 

on knowledge 

fusionŸ Outside 

knowledge could 

be a trigger of 

fusion

Open innovation or reliance on outside knowledge is a 

rational choice because

-it could also reduce the cost and risk due to the utilization 

of existing result of investment.

-the attitude to open some part of the achievement could 

make it easier for a company to grasp further knowledge 

which would raise the ability for innovation.

Open Innovation
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Status of Innovation in Japan
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- Huge amount of investment into innovation
- Abundant outcome in the shape of patents
- Limited values and profits being generated
- Mainly caused by poor corporate management

- Scientific knowledge rarely utilized in industries
- A lot of nuisance in the Knowledge convergence
- Mobility of highly skilled people limited. 

Present Situation of Innovation in Japan
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The ratio of total R&D expense in Japan vis-a-vis GDP exceeds 3 %  which is extremely high 

level compared with those in other countries.

Sources

INDUSTRIAL PROPERTY STATISTICS

JPO annual report in 2005

Trend in the ratio of R&D expense/GDP (%)

Source: METI (calculated from Science & Technology  Summary 

published by MEXT)
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