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What have we learned?
1. The economic structure of OECD countries is changing
2. Globalisation is affecting a growing part of the economy and is 

accelerating change
3. New (and large) global players have emerged
4. Competition for scarce resources (including human talent) has 

become more intense
5. Firms are no longer firmly bound to nations
6. The overall process brings considerable economic benefits.
7. But there are risks and adjustment costs, and some regions and 

worker groups may be affected.
8. OECD countries have different starting points, and some 

countries risk losing out in the process.



3 key policy challenges

1. Adjust to rapid structural change:
 Some activities will decline, others will grow
 Globalisation will lead to a sharpening of comparative advantages

2. Move up the value chain, increase productivity, innovate:
 What is now an innovative product, will eventually be a commodity
 Comparative advantages are not static (unless they are resource-based)
 Need for constant change and renewal

3. Spread the benefits of globalisation:
 To avoid growing disparities and a political backlash against globalisation
 To assist (and compensate) those that are negatively affected by the 

process



1. Adjusting to structural change

 Not the primary focus of this OECD project, but addressed in 
2005 report on Trade and Structural Adjustment and 2006 
OECD Jobs Strategy.

 4 pillars of the restated Jobs Strategy:
1. Set appropriate macroeconomic policy
2. Remove impediments to labour market participation as well 

as job search
3. Tackle labour and product market obstacles to labour 

demand
4. Facilitate the development of labour force skills and 

competences.



2. Moving up the value chain – countries with 
strong innovation share common characteristics
• Strong fundamentals, including well-functioning labour and product markets 

and sufficient international openness
• Above average improvement in innovation performance due to:

– Strong investment in knowledge (education, ICT and R&D) – which also 
strengthens the absorptive capacity of economies

– Success in turning new technology, notably ICT, in stronger productivity 
growth and process innovation, e.g. in services.

– High share of business in financing R&D
– A diversified base of innovators (large and small)
– Solid regional pillars of national development
– High level of networking among innovators, notably strong linkages 

between science and industry 



Great variation in innovation performance
 Leading innovators: Nordic countries, US, Japan, Korea, …:

– Strong productivity growth over past decade (Japan the exception)
– Typically high graduation rates from tertiary education
– Often need to boost innovation in services through more open markets

 France, Germany, Netherlands, Belgium, …:
– Above-average innovation performance as measured by R&D and patenting
– Need to strengthen tertiary education and role of universities in research
– Cost-effectiveness of support for private R&D can be enhanced

 Non-US English speaking countries: UK, Australia, Ireland, …:
 Close to or somewhat below-average innovation performance
 Productivity performance has generally been good
 Need to strengthen links between science and industry
 Need to reduce high rate of early school leavers in Australia and the UK

 Southern and Central Europe:
 Weak innovation performance
 Need stronger product market competition
 And improvements in education in Southern Europe

Source: OECD (2006), Going for Growth



Small EU countries have increased business R&D

Source: OECD (2006), Going for Growth



Some countries have turned ICT investment into 
higher productivity growth in services

(average annual contribution to labour productivity growth in ICT-using services, in %)
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Some countries have developed strong-science 
industry links

(average number of scientific papers cited in US patents, by country of origin)

Source: CHI Research
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Policies to move up the value chain – building a 
more innovative-friendly environment

 Economic fundamentals
– Competition policy to allow co-operation but stifle collusion
– IPR to protect innovation and foster diffusion

 Market development
– Lead markets (as in Aho report)
– Opening of global markets

 Encouraging flexibility to respond to new fields & advances
– Innovation difficult to predict; need rapid response
– Foster entrepreneurship, firm creation and experimentation
– Flexible forms of financing, such as venture capital
– Policies to foster innovation in services
– Mobility (human resources, finance, in organisations)



Policies to move up the value chain – capitalising 
on fundamental research and public support

 Funding levels for public research organisations are not the issue
– Little difference between US and EU as % of GDP
– Issue is how funding is used

 Increasing the impact of public research: by improved steering and funding 
of public research organisations
– Project funding versus institutional funding
– Evaluation: setting priorities and feeding evaluation back in good 

practices
– Selective funding of scientific and technical fields – countries can no 

longer cover all areas
– Centres of excellence



Policies to move up the value chain – cultivating, 
attracting and retaining highly skilled workers
 Cultivation of domestic supply

– “Humps versus tails”
– Increasing educational throughput

 Attract and retain foreign students & workers
– Immigration rules
– Increase quality & selectivity of university programmes to attract best and 

brightest
– Excellent research centres to attract top researchers
– Innovative environment to attract entrepreneurs
– But: concerns about brain drain



In sum
1. Globalisation is having considerable impacts:

• In changing trade patterns and comparative advantage of OECD and
non-OECD countries

• In creating a larger global market.
• In improving productivity growth and increasing wealth and incomes.
• In affecting employment in some countries and regions and for some 

worker groups.
2. The main challenges are:

• Adjusting to these changes – enabling structural change and moving into 
new areas of economic activity (or retaining existing strengths).

• Fostering innovation and the knowledge-based economy
• Spreading the benefits of globalisation.

3. OECD continues to work on these issues to assist OECD countries. This 
includes country-specific analysis, such as a new set of country reviews on 
innovation policy.


