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The OECD Innovation Strategy



• Ministerial Mandate from May 2007

• Growing recognition that innovation:

is a key driver of growth and helps address 
critical global challenges

changes and evolves rapidly, engaging new 
models, players, and geographies

challenges governments to understand the role of 
policy within a dynamic, multi-player system

The mandate



• Boosting innovation must be a key objective of 
government policies to promote sustainable growth; 
the current economic crisis makes this need even 
more acute   

• Government promotion of innovation needs to adapt 
to a borderless world of science and research and 
evolving innovation processes

• Policymakers need tools to accurately measure 
innovation’s impact on growth and social well-being 

• If government policies to promote innovation are 
narrow and uncoordinated, they may conflict with 
each other and fail

The rationale



Expected outputs

• In the near term, a key contribution to the formulation 
of an OECD strategic response to the crisis

• A major report providing a whole-of-government 
approach to promote, measure and evaluate 
innovation performance

• A new OECD Innovation Scoreboard that provides 
tools for international comparisons

• A series of reports that examine how innovation 
systems are changing as a result of advances in 
science, new business models, the rapid spread of 
the Internet and globalization



• OECD Committees on science and technology (CSTP), 
education, investment, business development, tax, 
trade, environment, health and others 

• External actors including industry, consumers, research 
communities, social partners

• The combination will enable a whole-of-government 
view and system-level perspective

Who is engaging?



Policies to 
enhance 

innovation 
competencies 

of firms

Policies to 
support 

investment 
in science and 

R&D

Policies to 
strengthen 

linkages within 
science and 
innovation 

systems

Thematic projects

Evaluation of national
Innovation Policies

Statistics
Bi-annual STI Outlook

Sectoral aspects of 
Innovation Policy

Monitoring of innovation 
trends and policies

e.g. Biotechnology,
Nanotechnology

Overview of CSTP work 
which feeds the OECD Innovation Strategy 

8 reviews completed and 
6 ongoing of Member and

Non-member countries

e.g. Evaluation of publicly 
funded research; 

Internationalisation of R&D; 
Global science policy networks; 

IPRs, innovation and 
diffusion of knowledge; Human 

resources for innovation



Published in October 2008

www.oecd.org/sti/outlook�

Monitoring innovation trends and policies



OECD Reviews of Innovation Policy

www.oecd.org/sti/innovation/reviews

• A programme launched in 2005 with 
three main objectives:

“Additional service”: help individual 
countries to derive more benefits 
from OECD work

“Learning tool”: deepen our 
collective understanding of priority 
issues by analysing them in 
concrete national contexts  

“Outreach tool”: diffuse OECD work 
in non-member countries and 
facilitate the participation of selected 
ones to mainstream OECD work 



• Completed and published: 

Luxembourg, Switzerland, New Zealand, South Africa, 
Chile, China, Norway, Hungary 

• To be completed early 2009: 

Korea, Mexico, Greece

• Under launch: 

Russia, Turkey

• Requested or under discussion: 

Japan, Brazil, Italy, etc.

• The reviews already cover a wide range of countries, including non-
member economies, high and middle-income countries, which should 
allow to draw some general lessons – a Synthesis Report is under 
preparation in the framework of the Innovation Strategy

Current status of Country Reviews



The main components
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Emerging results: Changing innovation processes and policies
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Innovation is a broad and increasingly demand-driven process 1.1

• A broad approach to innovation is needed
Beware of High-Tech myopia ! the importance of non technological innovation is 
increasing (e.g. changes in organisation, in marketing, in design, etc.), and 
services can be as innovative as manufacturing

• The complexity and scope of innovation processes requires a wide range of 
skills, not only engineers and PhDs

• End-users become more influential within innovation networks

• Increasing role of “social capital”, facilitating to achieve a balance between 
competition and co-operation; saving on transaction costs incurred by 
increasingly complex innovation systems
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High performing innovation systems are firm-centered …
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… but public research retains a key role

• Basic vs applied research is an obsolete dichotomy. Borderlines become 
increasingly blurred, making the intensity and quality of industry-science (public research) 
linkages more important for economic performance. This is true for the three types of 
public research 

Long term “public good” research (environment, health, security, etc.) 
curiosity-driven research (serendipity and contribution to education)
economically-relevant research

• Increasing scientific content of innovation

Growing importance of science-based technologies (electronics, new materials, 
biotechnology, nanotechnology, advanced analytical and measurement methods)

ICTs have enhanced the role of codified knowledge which has resulted in a move 
away from craft-based technology to technology based on more formal bodies of 
knowledge (including science) in many traditional engineering sectors

• Changes in business R&D strategies: “Open Innovation”

Focus on core business and short to medium term research agenda

Individual products and processes incorporate an increasing range of technologies 

Growing need for knowledge from outside the firm, including public research

1.11.3



The agenda for leading and catching-up countries is converging

• The Knowledge-Based Economy is to some extent a self-fulfilling prophecy

Firms’ evolving strategies drive structural changes globally but convergent 
government responses might also change the nature of competitive games, 
accentuating the role of science-based innovation 

An ever growing number of developed countries adopt more articulated and 
ambitious innovation strategies (Lisbon strategy in the EU, US - competitiveness 
agenda; Japan - Innovation 25, Australia - Backing Australia’s ability, UK, Finland, 
Germany, France, etc.)

But the most striking new phenomenon is the commitment to science, technology 
and innovation of emerging economies, especially India and China

1.31.4



Globalisation of R&D:  the rise of new major players

• China is now the third largest 
investor in R&D globally – with 
a target to reach an R&D 
intensity of 2.5% by 2020

• China’s growth of R&D 
spending has been on 
average 18% a year since 
1995

• China now counts close to 
1000 foreign R&D labs, 
accounting for about 25% of 
business R&D

• Some firms now undertake 
R&D for the global market in 
China

1.51.5



2.1 The Innovation Governance “triangle”

Layers of governance



• Shaping factor: Economic base

Diversification is an issue in many countries and has inspired reforms 
in STI governance. 

• Norway – has combined a prudent management of its oil and gas 
revenues with seizing opportunities for knowledge-intensive activities in 
and around this sector.

• Chile – strong efforts to move from resource-based towards a more 
innovation-based development. 

• New Zealand – is seeking to move towards a more innovation-driven 
growth path and has made innovation part of its growth strategy.

• China – Profoundly different strategy but shared determination in devising 
policies and governance geared to shift towards more innovation-driven 
growth. Large-scale investment in its S&T infrastructure and human 
resources for science and technology (HRST) is likely to result in a 
significantly broadened set of comparative advantages, comprising – for a 
considerable length of time – both low skill-intensive and knowledge-based 
activities.

2.2



2.3

• Key task: Prioritise

Renewed interest in priority setting, inducing strong demand for
improved methodologies and the exchange of best practices

• Korea – mix of instruments, including technology foresight and technology 
roadmapping. Efforts to consolidate these into a ‘Total R&D Map’.

• China – S&T priority setting as part of medium and long-term planning. 
Proven ability to mobilise resources. The approach is still largely top-down 
and biased towards high-tech.

• Norway – broad priorities in S&T. Strong societal consensus on issues 
relating to sustainable development and related strengths in S&T. Unique 
opportunity to use this combination as a “mobilising device”.

• Switzerland – considerable degree of thematic priority setting in science. 
Targeted investments of the Federal Institutes of Technology and National 
Research  Programmes. Innovation Promotion Agency (CTI) funds priority 
areas in key technologies (e.g. nano and medical).

• Chile – developed  more “selective” policies through its clusters initiative.



• Key task: Exploit windows of opportunity

Countries differ in their effort and in the ability of their governance 
system to respond to changes in their international environment, and 
to seize windows of opportunity in order to change their development 
path in the long run. 

• Korea – a prime example of actively creating conditions for becoming a 
major global actor in ICT products, automobiles, other manufactured goods 
and services. High degree of awareness that Korea needs to adapt to new 
challenges. 

• Norway – Government policy has been supportive to the efforts of firms to 
develop innovative business models, including in the services sector which 
has recorded exceptionally high productivity gains.

• Chile –success in stimulating traditional industries mainly in the agro-food 
sector but also, e.g., in air cargo services. Attempts to extend these 
successes through a cluster initiative.

• Switzerland – structural adaptation seems to have been more incremental 
than in other countries. However, there has been significant change within 
industries (e.g., in the chemical industry, turn-around in watch making).

• Hungary – has used the opportunity to attract FDI in services and 
manufacturing and services. Less successful in building innovative 
networks comprising  multinational enterprises.

2.4



• Key task: Embed policy learning and ensure policy is evidence-based

Increased demand for evaluation due to countries’ commitment to step up 
investment in STI. Evaluation is a necessary ingredient of evidence-based 
policy making and modern management.

• Switzerland – evaluation is established as good practice. Most programmes are
subject to external interim or ex-post evaluations. Frequent use of foreign 
experts, but Swiss evaluators also show a high degree of professionalism and 
contribute to the development of sophisticated methodologies.

• Norway – well-established culture of state-of-the-art evaluation. Evaluation is 
widely used, owing to legal requirements for ex ante evaluation and ongoing 
monitoring, and has actively been promoted by Innovation Norway and RCN

• Korea – ambitious ‘national evaluation system’. Performance targets are 
stringently set, though sometimes using inappropriate quantitative indicators. 
Mid-term evaluation results are regularly used to re-distribute resources.

• Hungary – pioneering among CEEs in the 1990s (e.g. in technology foresight), 
but has fallen behind since. Insufficient use of evaluation is due to a lack of 
demand related to the instability in the policy framework and institutions. This 
may change owing to EU requirements and new legislation.

2.5



3.1 The impacts of and responses to the financial crisis

Experience demonstrates that private investment in innovation is pro-cyclical 

The impact  is likely to be biased against firms which are more dependent on 
external financing (e.g. SMES and start-ups) and against product innovation, 
as opposed to cost-cutting process improvements

Risk of negative feedbacks on public research (“mutual de-leveraging”)

Reduced propensity to invest in ICTs and human capital and lower incentives 
to innovate for a greener economy



Policy responses

Ensure that framework conditions remain conducive to innovation (notably by 
avoiding that industrial restructuring reduces competition and that 
protectionism impairs the expansion of innovation-enhancing trade and FDI)

There is also an urgent need to include in stimulus packages policy measures 
to mitigate the negative impact of the financial crisis on the level and 
orientation of innovation activities

Support to private investment in R&D and innovation through counter-cyclical 
measures (e.g. grants as opposed to tax incentives) 

Public investment in the knowledge infrastructures, both tangible and intangible, 
and in human resources for innovation

These short term responses will also help to harness the new opportunities 
brought about  by the crisis, to the benefit of long term sustainable growth

The  “cleaning “ effect of the crisis will provide new opportunities to the most
efficient, innovative, firms 

The resource allocation and risk management processes will improve , with 
investments in innovation suffering less from the competition of alternative 
investments with “artificially“ boosted higher returns

3.2



The OECD Review of Mexico’s Innovation Policy



Introductory remarks

• I will not describe in detail the main findings and 
recommendations of the Review

• I want first to emphasize that the Review process has been 
organized with a view to being of concrete help to the 
Mexican policy making process, notably the finalization of 
PECITI and the budgetary discussions

• I am happy to note that the OECD recommendations inspired 
PECITI in many respects. Let me underline the following:



• Opportunity, vision and political commitment 

PECITI is a timely and welcome response to the need to 
enhance innovation capabilities throughout the Mexican 
economy and society

It is based on a shared diagnostic of Mexico’s current 
weaknesses in S&T and innovation and of the achievements 
and shortcomings of previous policies

PECITI, as well as the increased budgetary effort for 
Science and Technology in 2008 and planned for 2009, 
show a clear commitment of President Calderon’s 
administration to make the promotion of innovation a priority 
in the national agenda 



• Strategic goals, prioritisation 

PECITI’s five strategic objectives and twelve strategies are 
well in line with the overarching goal to build a more 
powerful, firm-centred innovation system, backed by a 
stronger science system, better connected to the productive 
sector

PECITI not only defines priority areas but also provides a 
framework for translating them into concrete action through 
sectoral programmes or other instruments



• Main lines of action 

Among those defined by PECITI the following seems of 
critical importance:

• Increase the level and efficiency of public support to 
business R&D and innovation

• Foster the development, insertion and mobility of highly 
skilled human resources

• Improve linkages between public and business R&D

• Strengthen monitoring and evaluation throughout the 
public support system

• Pursue the decentralisation of innovation policy



• The challenge of implementation 

The mixed record of the previous plan (PECYT) 
demonstrates that commendable objectives do not translate 
easily into expected outcomes

The OECD Review provides recommendations on how to 
implement successfully an innovation policy. OECD will be 
ready to continue to help Mexico during the implementation 
phase of the PECITI, noting that success will require in 
particular:

Strengthening framework conditions for innovation

Improved governance arrangements and practices

Sustained budgetary spending in support to science and 
innovation, subject to improved policy mix and evaluation 
procedures



Main recommendations

Boosting Mexico’s innovation capacity is necessary but also urgent in 
order to respond to economic and social challenges in an increasingly 
competitive international environment

Degree of similarity with China in export specialisation



R&D intensity  (% of GDP) Share of R&D performed 
in the business sector 
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Unlike what happened in the past success in achieving this high priority 
policy objective will require sustained political commitment, including in 
terms of budgetary resources 

In the implementation of the PECyt the Government did not give STI policy the budgetary support 
required to develop the set of instruments that was needed to meet its ambitious objectives 



Improving framework conditions

• Reforms introduced in recent years to make the business environment of 
Mexican firms more conducive to innovation have certainly borne fruit, but 
they are often incomplete or insufficiently enforced. There is large room for 
improvement in many fields, especially:

Education: upgrading skills at all levels and throughout the economy 
remains an imperative

Competition policy: competition remains weak in key sectors such as 
financial and telecommunication services, energy production and 
distribution, and transport.

Financial markets: New technology-based firms and innovative firms 
more generally have difficulty accessing private financing

Entrepreneurship: Many barriers still hamper entrepreneurial activity

Corporate governance: Deficiencies in corporate governance, notably 
in the public sector, reduce incentives to pursue efficiency gains and 
introduce a bias against R&D and innovative activity



Improving STI policy: Guiding principles 

• Efficient governance

• Dynamic balance and leveraging effects between support to 
public research and innovation activities

• Balanced policy mix (reflecting evolving market and systemic 
failures)

• Critical mass and lean procedures in the delivery of 
government support (streamlining and reducing bureaucracy)

• Evaluation and accountability



Improving STI policy: Governance

• An effective inter-ministerial Council (in absence of  a 
dedicated S&T Ministry) responsible for S&T policy orientations 
(whole of Government) and budgetary allocations

• Involvement of stakeholders in priority setting (academic and 
business communities; social sectors)

• An improved division of labour and cooperation between 
Conacyt and Economia

• More systematic evaluation and improved feedback 
mechanisms to ensure that the results of evaluation influence 
policy delivery and resource allocation



Improving STI policy: 
Policy mix in support to business R&D and innovation

• Eliminate distortions of the fiscal incentive system and/or 
replace it with direct funding schemes; upscale public-private 
partnerships’ programmes

• Streamline existing Sectoral Funds; Develop sectoral support 
programmes in priority areas under the condition of matching 
resources

• Develop innovation-friendly public procurement policies

• Support SME’s demand for, and access to, technological 
services

• Strengthen IMPI’s activities in support of technology diffusion  



Improving STI policy: Public research 

• Increase the volume and share of competitive funding of 
universities in basic and applied research in areas of national 
priority

• Expand non-competitive institutional funding (submitted to 
evaluation) to cover infrastructure costs; use institutional 
funding to foster decentralisation of research capacities

• Further reform SNI evaluation criteria to better account for 
innovation  activities

• Generalise performance contracts in Public Research Centres 
and move towards greater management autonomy



Improving STI policy: Human resources development

• Adopt a more strategic (selective) approach in Postgraduate 
Scholarship Programme (domestic and abroad)

• Strengthen existing programmes fostering insertion of highly 
skilled personnel in the business sector (IDEA) and remove 
obstacles to institutional mobility of researchers

• Facilitate temporary hiring of postgraduates in Public Research 
centres

• Consider entrusting teaching activities to SNI members

• In association with business organisations, foster (life long) 
training  for technicians and engineers



Improving STI policy: strengthen regional STI capacity

• Strengthen regional S&T infrastructure through institutional 
funding of Public Research Organisations

• Use sectoral funds to foster the development of regional 
innovation clusters (with matching funds from industry and 
local governements)

• Increase States’ autonomy in decision making regarding 
funding and management of mixed funds (subject to reinforced 
evaluation)

• Consider the establishment of a “Structural Fund” dedicated to 
the development of S&T infrastructure in less developed States



Thank you for your attention

Muchas gracias por su atención
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