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Innovation Capabilities and the 
Knowledge-Based Economy

Innovation capabilities, as well as technological capabilities, are 
the result of learning processes, which are conscious and 
purposeful, costly and time-consuming, non-linear, path-
dependent and cumulative.

OECD (Oslo Manual)

Innovations, therefore, emerge from the complex thinking,  
acting, and interacting of institutions and people - going about 
their everyday work under certain framework conditions.



Medium Technology Exports by Country 
Category



High Technology Exports by Country Category



Measuring Innovation & Competitiveness

Economic development Pakistan’s 
Position

Drivers of Innovation Pakistan’s 
Position

Size of the economy (purchasing power) 26 (24) Global Innovation Index (2016 INSEAD) 119

Size of  GDP 45 (41) Income (Lower Middle) 27

Size of middle class 18 Efficiency ratio 71

FT Kearny Globalisation index 56 Innovation input 123

Knowledge Economy Index (2012 WB) 117 Innovation output 108

Global Competitiveness Index (126 WEF) 122 Institutions 111

Macroeconomy 116 Infrastructure 116

Innovation sophistication factors 85 Business sophistication 95

Published scientific papers (2010) 43 Innovation 75

Efficiency enhancers 113 Higher education & training 123

Technological readiness 119

Human development index 146 Health & primary education 128



Fundamentals of the Knowledge-Based 
Economy

• The advance of the knowledge-based economy both in high-tech 
and traditional sectors

• Government policy aiming to create public good
• Innovation policy must take into account the evolving interface 

between globalization, technical progress and organizational change
• The Factors of Global Production require continuous upgrade 

through innovation
 Labour
 Capital
 Land
 Technology
 Knowledge
 Entrepreneurship



Pillars of the Knowledge Economy 
(World Bank)



Further Elaboration on the Drivers of 
the Knowledge-Based Economy

 Education
 Free flow of information
 ICT infrastructure
 Cultural definitions of talent
 Encouraging Knowledge Hubs and Star-up Programmes
 Dispersed capabilities require match-making, facilitation, 

intermediation and coordination
 Global platform outreach
 Cross-border mobility
 Building regional comparative advantage
 Local market knowledge
 Global network access



China India Knowledge Economy WB



Innovation input 123

Innovation output 108



Ranking Education



EU Innovation
Performance
(2011)



EU Member States Innovation 
Performance



EU R&I 
Performance 
Member 
States 2014 
(2012)



Finland 
Innovation 
Performance



Global Innovation Performance and 
Growth Rate



Building multi-stakeholder platforms for 
harnessing innovation, or

accelerated growth, 
wealth creation and 
improved living standards


