Lecture 1
National Innovation System
· The presence of an affective National Innovation System (NIS) seems to be crucial for developing a successful knowledge based intangible economy. 
· Most of the countries of our planet have an affective National Educational System. The National Educational System tells us about the educational linkages among primary, secondary and tertiary level. It also describes the Government’s educational policy and regulatory mechanism as well as linkages among private and public institutions. 
· Although most of the economies are endowed with an effective National Educational System, only few countries have an effective National Innovation System (NIS). 
· The OECD economies are generally found to have a matured National Innovation System while the rest economies are at very primitive stage in building NIS. Many of them have not yet seen the light of it.

· What is National Innovation System NIS? Since the beginning of 1980s, the concept of NIS has been gaining momentum as a system to enhance invention and innovation activities upon which the country’s competitiveness largely depends. 
· An effective NIS not only brings competitiveness of the country but also bring self reliance in technology. 
· NIS in short it means a systemic and planned linkage among the institutions, public and private firms, universities and government bodies aimed at enhancing invention and innovation activities as well as applying sciences in technological advancement. 
· In other words, the NIS allows all the research players being networked to make a common platform under certain analytical and regulatory framework. 
AS per OECD report (1997) ‘ The NIS approach stresses that the flows of technology and information among people, enterprises and institutions are key to the innovative process Innovation and technology development are the result of a complex set of relationships among actors in the system, which includes enterprises, universities and government research institutes.

As OECD report (1997) the NIS has centered on four types of knowledge or information flows. They are:
a) Interactions among enterprises, primarily joint research activities and other technical collaborations.
b) Interactions among enterprises, universities and public research institutes including joint research, co-patenting, co-publications and more informal linkages
c) Diffusion of knowledge and technology to enterprises including industry adoptions rates for new technologies and diffusion through machinery and equipment
d) Personnel mobility, focusing on the movement of technical personnel within and between the public and private sectors

· The NIS is usually designed to operate within national boundary but in recent years many association such as European Union is planning for a common research, common innovation system.
· NIS has received momentum based on the Schumpeterian theory that developed in Europe after 2nd World War.  
· In order to enhance the world trade there requires an elimination of tariff and non tariff barriers. In the similar fashion there requires an elimination of obstacles in free flow of knowledge among all the players operating in national innovation system. In this regard there requires a legal and regulatory framework and a high powered independent observer to monitor the system.
· See in the following figure how knowledge flows among part A, B and C and  there is outcome in Part D. The part D or the outcome of the NIS is due to knowledge interactions among part A, B and C.
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Figure: National Innovation System: backbone of the knowledge Economy

Developing Economies and NIS

Developing economies are facing serious impediments in developing NIS. Some of the impediments are as follows:

· Developing economies are giving more emphasis on their basic needs such as food, cloth,, health education etc rather than spending money on any uncertain venture like invention and innovation activities.
· Most of the developing economies have not formulated any National Innovation System.
· Most of economies are endowed with low level of technological capabilities, inadequate industrial and manufacturing ability, insufficient info-structural and research and engineering institutions.
· Poor investment in R&D by private and public sector.
· Due to lack of knowledge workers, Governments of these economies have adopted technology adoption policy rather than technology innovation. Since the innovation is associated with huge funding as well as risk, most of the firms of developing economies mostly rely on foreign technology or means instead of producing by their own.
· The development of NIS requires a class of intellectual labor force. Although the developing economies are endowed with poor stock of intellectual persons, most of them migrated to developed economies in search of better environment. Most of the Asian talented people are residing in OECD economies and enhancing the NIS and the competitiveness of these economies.

· Most of the firms even large firms are basically not ambitious and reluctant to invest money in R&D. Since the developing economies are endowed with cheap labor, the firms mostly prefer to use foreign technology for producing less value added manufacturing goods using cheap labor. They plan to make quick profit instead of looking into long term prospects.

· Inter industry and university linkages are extremely poor. Generally the staffs of the firms are found to take training from university lecturers but the culture to collaborate industry-university research has not yet developed.

· Appetite for acquiring new knowledge and technology is extremely small.

· Inadequate advancement in information and communication technology (ICT) hindering in generating and diffusing new knowledge and technology among all players.
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