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Introduction

The 2009 APEC Leaders’ Declaration stated the ssige of advancing APEC
economic growth in a sustainable, balanced andusha@ manner. In addition,
Leaders called for APEC to enhance growth througimovation and a
knowledge-based economy. Leaders recognized thencygto create a new growth
paradigm for accelerating recovery as a reactiothéoeconomic crisis. APEC has
responded to the Leaders’ pronouncement in a decisianner. Japan, the 2010
APEC host, developed the APEC Growth Strategy (A@S}he Senior Officials’
Meeting (SOM), which will be one of APEC’s majortputs for 2010. Specifically,
the AGS focuses on five dimensions of growth: bedahgrowth, inclusive growth,
sustainable growth, innovative growth (originakyrhed ‘knowledge-based growth’),
and secure growth.

During the 2010 1 ABAC Meeting in Melbourne, ABAC Chinese Taipei
proposed the ABAC Knowledge-Based Growth Initiativehich has subsequently
been renamed the ABAC Innovative Growth InitiativEhe Initiative received
endorsement from ABAC members. The Initiative cosg an opinion survey, the
ABAC Knowledge-Based Growth (KBG) Symposium, heldridg the 2010 %
ABAC Meeting in Taipei, and the following report ¢ime current state of innovative
growth, and seeks to provide suggestions on adwgnicinovative growth in the
APEC region.
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I. Background Review of the Development of Innovatie Growth

1. The New Challenges

APEC in 2000 proposed the development of knowldaitged economies in the
Asia-Pacific region. APEC advocated knowledge paotidn, distribution and
utilization as new forces for driving economic, onte, and employment growth.
Under globalization and decreasing birth ratess tisi a responsive measure to
requirements of advanced economies for continuoowt, and needs of emerging
economies to accelerate their development.

As part of the guidelines and policy recommendatidxPEC concluded that the
four vital aspects to foster knowledge-based growtiv known as innovative growth
(IG) are: Innovation System, Human Resource Devetq, IT Infrastructure, and
Business Environment.

Undoubtedly, knowledge-based activities guided thgse four aspects and
represented mostly by the technology progress gh-teéch hardware and software
industries have significantly contributed to ecomgrowth and job creation in the
APEC region. However, in recent years, governmemts enterprises around the
world began facing new issues and challenges, diraduthe aging society, increasing
income inequality, and global warming. Therefotthaugh the four aspects of IG are
still robustly important, policy makers and busmésaders must also give thought to
how IG can achieve other important goals, e.g.rzad growth, inclusive growth,
and sustainable growth.

For instance, income equality of the United States of the world’s leading
knowledge-based economies, is facing serious algdle As shown in Graph 1 below,
the income difference between the upper limit & lkbwest 20% household and the
lower limit of the top 5% household has increaseer ¢the last 18 years.

Through this straightforward example, there aree@d limitations on the
previous knowledge-based activities in the facgroiving challenges. Hence, more
strategies related to this rising needs are negessansure the continuous prosperity
in the APEC region.
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Graph 1: Income Inequality in the United States
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2. The Urgent Need

Therefore, the goal and strategy of IG is not oydevelop new industrial
options that can replace oil-based growth, as waslldrive continuous economic
growth, but more importantly its content must hefppnomies develop non-traded
goods and services to withstand globalization, terepbs, improve income
distribution, and become friendlier to the envir@n this way they will be able to
face new global challenges.

In order to effectively reach these goals, govemnimpolicies of the APEC
member economies should more actively devote ressuand provide incentives to
capacity building, and collaborate with enterprises explore new market
opportunities and business models, while givingsmeration to enterprises’ social
responsibility.
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Box 1: Investment in Intangible Assets and Servic8ectors

Table 1 shows the time series development of Gi&drfDI projects worldwide. The
number of Greenfield FDI projects in service sext@specially in communications,
business services and software and IT services, séite fewer than many

manufacturing sectors.

Table 1.1: Number of Greenfield FDI Projects, by Setors 2006-April 2010

2010
Sector/Industry 2006 2007 2008 2009 (Jan-Apr)
Total Sectors 12 248 12 210| 16 147| 13727 4104
Primary 483 614| 1043 843 161
Manufacturing 6252 5978 7778 6922 2111
Services 5513 5618] 7326 5962 1832
Hotels and tourism 293 297 553 370 130
Transport, storage and communications 1174 1024 1269 1133 328
Communications 571 448 594 544 161
Transportation 419 464 559 474 132
Warehousing and storage 184 112 116 115 35
Financial services 1146| 1161 1616 1267 406
Business activities 2639 2922 3647 2927 903
Business services 783 857 1218] 1262 407
Real estate 510 603 898 417 85
Software and IT services 1346| 1462 1531] 1248 411
Space and defence 32 46 40 62 12
Healthcare 56 64 96 87 23
Leisure and entertainment 173 104 105 116 30

Source: UNCTAD, based on information from the FaiahTimes Ltd.
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Graph 1.2 below basically shows the time seriegldgwnent of fixed capital
formation in Chinese Taipei. Many APEC economieih Whinese Taipei as an
example, have not made significant investmenttangible assets and service sector
to further foster the development of knowledge-bassonomy with job creation.

Graph 1.2: Fixed Capital Formation in Chinese Taii (1980-2008)
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[I. Rethinking Innovative Growth

In order to link IG to other goals, the adjustachtegies should focus on the
following principles:

Firstly, technology advancements and innovationukh increase both labor
productivity and create jobs so as to cope withitiseeasing Potential Support Ratio
(PSR} and worsening fiscal conditions among advancech@unies. According to
the UN study shown in Graphs 2 and 3, the worl®&RRwill decline from 12 to 4
during 1950 to 2050. The PSR is lower in more dgwedl regions, on average, than
other regions. However, the Graph 3 shows thatttBed in PSR declining is
worldwide, even at least developed regions. APEGhhex economies are facing a
similar challenge.

Graph 2: Potential support ratio (PSR), 1950-2050
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' The Potential Support Ratio (PSR) is the numbgresiple aged 15-64 per person aged 65 and above.
This ratio describes the burden placed on the wgrkiopulation by the non-working elderly

population.
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Graph 3: Potential support ratio world and developnent regions,1950-2050
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In addition, the fiscal conditions in many APEC niEmeconomies are facing
difficulties (Graph 4). These issues must be tatkheough raising productivity per
person, which can be achieved at least in paralsyng the knowledge intensity of
economic activities.

Graph 4: Ratio of Public Debt to GDP among APEC Eonomies (2009)
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Secondly, technology advancements and innovationld increase both capital
productivity and energy efficiency so as to allé@ighe increasing risk of climate

11
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change on the environment. Many developed economidise region are Annex |
economies of the Tokyo Protocol, while other dep#lg economies in the region still
rely on mass production and exportation to boasir thconomy. In the long-run, the
revised IG must develop new strategies and busimeskels to enable economies to
meet their international responsibility for the hggnerations.

To meet these two principles and to tackle thebalochallenges ahead, a
two-fold strategy can be given further consideratioOn the one hand,
knowledge-based activities should continue to donte to production efficiency in
terms of reducing environmental cost, saving eneagyl replacing risky and dirty
work in which the new generation of labor force htke incentive to participate. On
the other hand, knowledge-based activities shalslol @ontribute to developing more
emerging products and services for the provisiomef employment opportunities
and for social demand in a changing future.

Up to now, the first direction has received moteeraion in terms of R&D
expenditure and investment, mostly implemented ine tdeveloping or
manufacturing-oriented economies. However, the rsécdirection has also been
gradually receiving more policy attention in deymd economies, especially since
the global financial crisis. Among several impottameans of industrial
transformation, the fostering of service-added nfacturing (SAM) and developing
interdisciplinary applications is well supported twe consensus of ABAC members
and could potentially be an important step to re@né the adjusted IG for some
member economies where manufacturing sectorsrefilesent an important role in
terms of GDP growth.

Box 2: Opinions from ABAC

To understand how members of ABAC consider thelehgés ahead and their
definition of the adjusted IG, we conducted a senglurvey focusing on the
challenges and the potential ways to better linkwih other growth objectives.
Moreover, in the ABAC KBG Symposium held in Taipegme members of ABAC
and guest speakers also shared their views on thibapriorities would be for the
member economies to cooperate on capacity builiditigtives. Those primary ideas
are listed as follows.

12
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Most members agreed that “job creation for variski8-level worker$ should be
prioritized to better link IG with other growth @atives.

With manufacturing sectors being equally addressedinuously, most members
chose the improvement of service sectors to bentbst promising field of
application for better linking the new |G concepthwother growth objectives

Most members agreed that with continuous produnbvation, _more service
diversity and efficiency could be reached

Making prices for associated products affordablea vproduct standard
harmonization, cross-licensing and open innovaw@s largely seen as the key
way to help the development of certain emergingises.

Most members chose either to transform manufaguiinto service-added
manufacturing (SAM) to some extent or to develogegr production technology
as the means to link product-oriented innovationotber growth objectives.
However, no specific model of service-added mariufag is prioritized

13
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[ll. Suggested Business Model and Potential Appliceons

1. Potential Types of Service-Added ManufacturingRAM)

At present, quite a few leading enterprises witled@ht in the Asia-Pacific region
have begun developing service-added manufacturthgir approaches can be
generalized into the following four categories:

= Provide extended services for back-end productsSuch services include
marketing, repair, financing, and other agent sesi If manufacturers integrate
these professional services together, then therpeige will not only be
manufacturing products, but also creating new véitam these services. This is
the approach of Chinese Taipei’'s Acer Inc.

= Include content service into products:This approach is commonly found in the
ICT industry (e.g. mobile phone, GPS, and e-boatdpcts); besides the basic
hardware device, the most important element of alymt is the service value
created by its software, such as Apple Computerdioag with its App-Store and
iTunes.

= Total solution providers: Such companies seldom manufacture hardware prqducts

if any hardware is required as part of a completsiness solution, it is provided
by subcontractors within its system. Companies #upt this approach include
IBM and Oracle.

= Companies that provide product manufacturing servies: In comparison with
total solution providers, such companies are suipaotors that provide hardware
for product manufacturing. If they can provide greged services at the
manufacturing end, then they will be able to createarket entry barrier in scale,
technology and management, and significantly ireeprofits. Chinese Taipei’'s
TSMC and other major electronics manufacturing iserfirms all belong to this
category.

2. Emerging Application: IT-Enabled Services (ITeS)

Of the many applications of service-added manufagy, many economies in
the Asia-Pacific region are beginning to value servinnovation and IT-enabled
services (ITeS). According to Nasscom of India, ldwide technology products and
related business process outsourcing (BPO) serli@es reached around 1.56 trillion
in 2008-09. Among products and services in thigseexpenditure on ITeS-BPO

14
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services accounted for US$967 billion in the sameod and the global IT sourcing
market has grown threefold between 2004 and 2008urn, many hardware and
software giants have joined this fast-growing indyswhich has contributed to
economic growth in many economies, especially thogh a good proportion of
English-speaking labour, such as the Philippinas$ ladia. Some APEC economies
such as China, have also shown interest in devedddieS-BPO services because of
the vast opportunity these offer for employment awedalth generation. A
Nasscom-McKinsey study in 2002 also shows that Iedd provide a long-term
viable solution to the problem of unemployment bgating jobs for a large number
of educated youths.

So far, the key players in this industry have madmificant contribution to
global employment. Table 2 below provides information number of employees
hired by some international corporations. The threggor ITeS companies in India
have contributed over 405,000 positions at diffesil levels. International players
such as HP, Cognizant, Microsoft and others hase @leated significant numbers of
jobs in both developed and developing economies.

In addition to the current promising developmeiigre are also reasons to
believe that the global market of ITeS will congnto grow in the near future due to
the increased reliance on IT services for operatiacpost control, quality and
regulatory compliance, large-scale recruitmentjalde pricing and the international
customer related services.

Table 2: Number of Employees at the Major ITeS Promers

Company Number of

Employees
HP 321,000
Accenture 204,000
Tata Consultancy Services 174,410
Wipro Technologies Ltd 115,900
Infosys Technologies Ltd 114,800
Cognizant Technology Solutions 95,600
Microsoft Corp. 89,000
Cisco 70,710

Source: Named company websites; Wikipedia

15
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Aside from ITeS-BPO operations, in recent yeaesjetbped economies in the
APEC region have also devoted tremendous resotwadsveloping interdisciplinary
applications in which new added-value and efficiemould be derived from the
traditional manufacturing and service sectors tghouhe utilization of IT. For
instance, by utilizing cloud-computing technologiesny services could be delivered
in a more timely and precise manner and therefag contribute to saving energy, or
creating operational and managerial positions diffierent skill levels.

For instance, Japan has proposed an initiativeinginto “Realize Smart
Socioeconomic Activities through ICT Application’s & main strategy of the host
economy. In the view of METI, recent development$GT have made it possible to
collect and distribute important information in easonable time and fashion and
therefore has enabled related services to be phprdplivered to firms or personal
users when necessary. The impact of this advandemeollecting and distributing
information can result in greater efficiency in\sees and create various new types of
services as indicated above. METI is currently ptng new applications of ICT in
the field of Environment, Water Management, Tram&gimn, Logistics, Medicine,
Education, Emergency Response and Administrativevis. The widespread
adoption of these services is expected to create migh value positions and even
change the way of living for the next generation.

16
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IV Proposed Strategies

1. Findings from the ABAC Survey

Although ITeS and other emerging product and sess/do show great potential
to better link innovative growth with other goatkey also require a totally different
set of factors to successfully develop these ingisstMany high value services must
be delivered by well-trained professionals witlemdisciplinary knowledge. The level
of operational complexity and demand for in-timembnation is even higher than the
products or service on which the process coulddmedardized. Hence, the consensus
of ABAC found in the survey concretely indicatesittthuman capital, along with
other vital factors, should be given more policteation in order to achieve growth
objectives.

Here are the important findings from the ABAC synindicating the policy
priorities:

= When asking about the key factor, over half of thembers refer to_“*Human
resource development” as the most improvement mefdeorfor fostering 1G in
their economies. Among the types of talents needhetbers suggest that product
technology R&D and customer-oriented interdiscigfin innovation talentsre
important.

= Furthermore, most members choose “Training progranmd personnélas the
priority of software infrastructure for their ecang to promote IG. In addition,
most members suggest that private sector should decisive participant in the
national innovation systemo promote IG.

= All members agreed that the national innovatiortesysshould support SMBe
develop new products or technologies to derive sewice innovation, with the
strongest support for this statement from develppiconomies.

2. Recommended Strategies

To promote the IG model, we believe that governsesf APEC member
economies can consider the following directions ftbe four aspects: Human
Resource Development, Innovation System, IT Infiestire, and Business
Environment.

17
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(1) Human Resource Development

= Expand various programs that combine ICT with otfields for post-secondary
students, internally educated professionals anegotutCT workers.

= Promote training for ICT applications as part dfelong learning system.
= Promote science and technology education

= Set up Institutes of Excellence and technical gelée in collaboration with
companies and some of the best universities/itistitsi in the world. The advisory
board should have representation from both acadandandustry, and ensure that
the curriculum design, certification methodologyc.eare in line with industry
needs.

Stanford University in the heart of Silicon Valle@alifornia, USA, is a good
example of how academia and industry can collabotat fuel an innovative
industry cluster and help drive an industry bottiamally and internationally; the
University, along with its research arm, the nowependent Stanford Research
Institute, have played a pivotal role in the aré@% dominance.

(2) Innovation System

= The innovation system for manufacturing should ptamregional standards
integration, encourage cross-licensing of technoldgtween the public and
private sectors and among firms, and allow opemvation to reduce the fixed
cost for developing application services.

(3) ICT Infrastructure

= ICT infrastructure investment should extend its bagis from hardware to
software, so as to boost ICT enabled services,mdi®o accords to the conclusion
made by the 8 Telecommunications and Information Industry Miar&l Meeting
in Okinawa, Japan, 29 October, 2010.

= Among the possibilities, a certification system ety renowned institutions may
be an important strategy.

= Provide an institutional mechanism and framework dbared training facilities
and infrastructure at minimal cost.

18
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The New Zealand government’s “Enabling the 21stt@gnLearner” program,
offering network and technology upgrades to schamsmenced in 2005 and has
seen considerably increased ICT competence amadgras and positive changes
in teacher attitude, confidence and motivation.

(4) Business Environment

= Work with international developers to provide muaftion ready-to-move-in,
industrial parks or living campuses for innovatiamdustries and emerging
products and services, and to test emerging apipitsa

= Equip SMEs with relevant information through “markenowledge centres.”
Establishment of market knowledge centres will pfevSMEs with relevant and
first-hand information to allow them to compete anatceed on the international
business stage. The services of market knowledgeesemay include consultancy,
organizing of overseas business missions and prayidtegrated market research
data.

= The government should encourage venture capitatistssertically integrate
important functions, such as market viability reshaand technology evaluation,
in order to provide a more complete service fortsip companies. Especially,
venture capitalists investing in various fields wldoplay an important role in
helping start-up companies to obtain cross-licepsiurces to shorten the process
of commercialization.

Japan has implemented a multi-tier program of SM&Wedge centers, with over
3,000 management and technical experts on handppost centres around the
country providing comprehensive business infornmaéind consultancy services to
SMEs. District-specific projects are supported wilevant information including
available government assistance, while servicesatse available for aspiring
entrepreneurs and start-ups. The Organization KE &nd Regional Innovation,
Japan (SMRJ) ensures collaboration and informati@ting between centers.

19
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V  Best Practices in Initiatives and Programs

During the CBAPWG meeting in ABAC 2010 third meetinn Bangkok,
members referred to the importance of “From incalato success” and suggested
the study define activities required to achieve teeommendations and key
benchmarks/milestones to measure progress. Behensttidy tries to illustrate these
by listing some best practices in government itiies related to the key policy
priorities. Examples are drawn from both developiagd developed member
economies while also giving considerations to tleious needs at each stage of
business development.

(1) Human Resource Development
A. Capacity building priorities

= Difficulties in recruiting ICT professionals are amportant issue in developing
and even developed countries.

= According to the Hudson Report—Employment & HR TB®im Singapore, 73% of
infocomm employers in Singapore face such diffieglin recruiting the following
jobs: competent technical trainers, telecommurocationsultants/specialists and
software developers.

= More ICT professionals with deep technical skille aneeded in both ICT
organizations and non-ICT organizations, sinceuse of ICT has become more
important in many areas.

= With the wide range of ICT applications in manyexsp of work and across many
sectors, companies are looking for talents withtradigciplinary skills both in ICT
and other fields.

= The primary source of talent is students. Thereftine quality of ICT-related
education defines the quality of the pool of ICTofpssionals and the whole
infocomm industry.

B. Best Practice: The case illustrated by Singapdréelligent Nation 2015 Project
(IN2015)

With the vision of an intelligent nation and a gibleity powered by ICT, Singapore
designed the iIN2015, a 10-year master plan fot@ieindustry. One key area of the
iIN2015 Master plan is the Manpower Chapter.

20
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Diagram 1: Objectives of Singapore’s iN2015 MastePlan
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Source: Info-communications Development Authorfitgingapore (IDA),“iIN2015 Masterplan”

To realize the vision and target, there are thragrapproaches and their supporting
programs under iN2015:

= Strategy I: Develop Globally Competitive Infocomm Fofessionals
In order to cultivate a pool of ICT talents witlchmology know-how and a good
understanding of business, the Singapore governrdesigned the following
supporting programs:

e Critical Infocomm Technology Resource Program(@ErREP)
This progam is focussing on help ICT profession@tsn about emerging
and critical skills, to improve the competitiven@$she infocomm industry.

e Infocomm Leadership and Development PrograniteAD)
In order to have state-of-the-art technology, thead program aims at
sharpening and deepening the knowledge and -capebiliof ICT
professionals.

e National Infocomm Competency FramewdNICF)
This framework is designed to help professionats @mployers understand
what skills are required for various ICT jobs armmivhto develop relevant
training programs for professionals.

= Strategy Il: Develop Infocomm Competencies in Key Eonomic Sectors

21
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To strengthen business leaders’ belief in the valuéCT, this strategy aims at
raising their skill levels and improving businessnpetitiveness.

e Techno-Strategists PrograifiSP)
Inculcating ICT professionals with both technicalmdation and domain
knowledge of industry sectors, in order to mainthieir competitiveness in
Financial Services, Healthcare, Hospitality andaReind other fields.

Strategy 3: Develop, Attract and Retain Infocomm Téent

There is no doubt that talent will be the enginedtive the growth of the ICT
industry. Therefore, government has to ensuretkiindustry attracts a fair share
of talent to devote to technology innovation.

e National Infocomm ScholarshiiNIS)
In order to develop young infocomm talents, the ggoment offers both
scholarships and valuable private sector work exos

e Integrated Infocomm ScholarshiiS)
This opportunity is open to outstanding 'O’ leveidents (usually taken at
age 16), taking them through infocomm studies & iee polytechnic and
university levels.

e Enhanced Learning in Infocomm Technold&} ITe)
The idea of ELITe is to develop “industry-ready’fdoomm graduates,
giving undergraduates the opportunities to be gumpdpwith practical
exposure. The whole project will include industttaeahments, mentorship,
projects and skills development through certificas.

e Infocomm Clubs Programme
This program is run in partnership with industryatitract young students,
including a Co-Curricular Activity (CCA) for primgrsecondary and junior
college students.

e National Infocomm Competitio(NIC)
In order to generate awareness among students landpublic, the
government has designed a series of competitiogardang incocomm,
hoping to attract young talent into this field.
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Driven by the iN2015 Masterplan, Singapore hasaglyemade some achievement
in recruiting infocomm talents. According to IDASnnual Survey on Infocomm
Manpower (Graph 5), the number of employed ICT noawvgr has grown
significantly in recent years, especially since skart of the plan in 2005. In 2009,
this single category of employment had reached8d@and showed a compound
growth rate since 2005 of over 6%.

Graph 5: Employed Infocomm Manpower, 1999-2009
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Source:IDA’s Annual Survey on Infocomm Manpowe0@0

Notably, the sector showed modest growth in 2008pitke the contraction in the
economy over the year due to the global finanaisiss The strongest growth over
the last couple of years has been seen in the afessftware development, digital
media and animation R&D.

The program has also boosted the use of ICT manpdwéh in infocomm

organisations and in end-user organisations. InlCe#h survey, 52% of the ICT

manpower worked in infocomm organizations and thet rworked in end-user
organizations.

Table 3: Infocomm manpower in infocomm organizatios by market segment

Segment 2005 2006 2007 2008 2009
IT Services 22% 23% 35% 33% 32%
Software 20% 19% 25% 21% 24%
Hardware 26% 28% 22% 27% 22%
Telecommunication Services 23% 22% 16% 18% 21%
Content Services 9% 8% 2% 1% 1%

Total 100% 100% 100% 100% 100%

Source: IDA's Annual Survey on Infocomm Manpow80&)
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Table 4: Infocomm manpower in end-user organizatioa by economic sector

Sector 2005 2006 2007 2008 2009
Wholesale and Retail Trade 21% 18% 18% 18% 21%
Ezﬁlilt?:;aate, Renting and Business 13% 139% 20% 18% 21%
Manufacturing 12% 14% 22% 17% 19%
Financial Services 20% 37% 11% 12% 10%
Construction 1% 2% 6% 7% 5%

Transport and Storage 10% 3% 5% 4% 4%

Education 11% 4% 5% 5% 3%

Others® 12% 10% 11% 18% 17%
Total 100% 100% 100% 100% 100%

Source: IDA's Annual Survey on Infocomm Manpow80&)
Furthermore, the National Infocomm Competency Fraank has now mapped 562

skill sets to 250 ICT positions, and the Framewwak been adopted by leading
corporations including SingTel and Crimson Logic.
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(2) Innovation system

B.

. Capacity building priorities

According to UNIDO, SMEs lack interactive network&gste resources constantly,
and are not able to circulate and extend informadiad technology.

The national innovation system in developing ecoiesnshould put priority on
enhancing the competitiveness of SMEs so as tal klaikound foundation for
long-term economic growth and create jobs in diffedevel of skills.

An open innovation system assisted and maybe mdraggovernment initiatives,
including assistance in cross-licensing and skiir;ng, could help SMEs obtain
vital information, technology and managerial knadge.

Best Practice I: The case illustrated by the SMiinistration of Chinese Taipei

The Small and Medium-sized Enterprises AdministraiiSMEA) of Chinese Taipei
set up its open innovation system for SMEs by atiitig programs in three major
areas:

1. Apply the information technology to enhance SME® 0 innovation
2. Use the networked knowledge capital to innovate@adte high added value.
3. Concentrate on cross industry innovation networkslévelop unique service

models

Aspect 1 In terms of applying ICT technology, SMEA desigaesbusiness

strategies for each stage of the business lifeecy€he key concept of these
strategies is to build up a knowledge managememt iaformation sharing

platform by using ICT.
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Diagram 2: The Stages of e-Business Implementindgr&egies
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Source: SMEA (2010) “Building Competitive SMEs iKreowledge-Based Economy”

= Success story: DOIT, a household goom
provider, joined the “Knowledgeg
Management System Program” initiate = L
by SMEA in 2009 and benefited from th il
networked knowledge manageme &
platform. With the ICT-enabled knowledg '
management system, DOIT is able
collaborate with its R&D and marketin(

improved their work processes ar
initiated a more creative atmosphere in t

company. v
Source: SMEA (2010) “Building Competitive SMEs

= Key measures included: in a Knowledge-Based Economy

o Strengthening their capability to collect markeformation and respond to
customer feedback in a more timely manner
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o Joining the upstream development process
0 Setting up a business interaction platform basetherluster interaction

0 Setting up an information and knowledge sharinghaatsm

= Aspect 2 In terms of using networked knowledge to innovamel create higher
added value, the SMEA also builds business plagofor each value-chain
element to foster co-innovation among both verycaind horizontally related
firms.

= Success story: In the SMEAs “Local Industry Proioot program, traditional
local product and service providers have been tassi® build up their own
innovation platforms from local cultural knowledgiesign, production matching,
co-branding to marketing. So far, 127 local prodwuend services have benefited
from this program and become icon products witharegion.

Diagram 3: Framework of Key Promotion Guidance
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Source: SMEA (2010) “Building Competitive SMEs imolledge-Based Economy”

= Aspect 3 In terms of cross industry innovation networkslévelop unique service
models, the SMEA is currently promoting a networlkedovation system across
different industries to develop new product or @ss; new services and new
business models.

= Success story: Beitou Hot Spring Cluster. Throughgupport of the SMEA, local
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community tourism services providers in Beitou H&pring area in northern

Chinese Taipei were able to combine efforts fronadacnic and technology

supporters to set up a unique innovation networttyiding both cultural content

and convenient tourism information through ICT tealogy. The resulting cluster

successfully attracted KAGAYA, a top-ranked hotisgrhotel from Japan, to open
its first overseas location. Many high quality hleatare centers and clinics are
also planning to locate in this area to enrichdéeelopment of Beitou.

Businesses in the cluster hav .
collaborated on specially-price( ==
schemes that combine hc.

Also out of the coIIaboration:r}
between business, governme
and academia has come tt
Silver Light Alley Ecological
Tour, Chinese Taipei's first _
virtual “Electronic guidance” —
footpath; this integrates GPS navigation and/T |
positioning systems with handheld devices such &
smart phones to provide a location-based toU}\ '
guide service on the go, in which information is

provided through a combination of content typSource: SMEA (2010) “Building Competltlve
for viewing and listening SMEs in a Knowledge-Based Economy”

Other initiatives from the SMEA include the SME @l University, which now
offers 860 courses and has over 300,000 particgpamtolled. The SME Innovation
Awards initiative, which has been running for 1&sse has awarded over 600 prizes
in that time.

The result of this solid support for SMEs, and esgily integrating ICT utilization, is
that 90% of the 1.1 million companies in Chinesgpd@eare SMESs, and it is one of the
most vibrant SME sectors in the region.
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C. Best Practice Il: The case illustrated by thelustrial Technology Research
Institute of Chinese Taipei

Applying the concept of fostering new industriesotigh government-sponsored
R&D, open innovation and cross-licensing, the Indak Technology Research
Institute (ITRI) was founded in 1973 by the Chindsépei government to advance
private sector ICT industry growth, with a focustbe following areas:

o0 Conduct R&D in applied technologies in collaboratisith sponsor companies
o Cross-license technologies to boost the local I€iListry

0 Incubate technology-based SMEs

= While most renowned for its research in semiconaigcand electronics, ITRI also
conducts research in areas such as biomedical, ichlerand mechanical
engineering, energy, and applied materials. Thisearch is usually highly
capital-intensive, and beyond the research of n#M¥s working on their own.
SMEs sponsor research at ITRI in a certain ared,tla® outcome is then further
developed by the SME and brought to market.

= |ITRI has been responsible for the development ofyntautting-edge technologies,
registering over 10,000 patents in several keysargany of which have been
brought to market under cross-licensing agreemeddsne research units with
strong patents are spun off, such as Taiwan Semhimbor Manufacturing Corp.
and United Microelectronics Corp.

Diagram 4: The ITRI Model of Open Innovation

Government-supported
competitive R&D projects

Government-supported
strategic research platform

Industry-financed
contract R&D projects

Source: ITRI (2010) “How Innovation Helps Taiwasowth”
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= |TRI also has an Incubation Centre and Open Laborathat lease space and
provide logistical support as well as an environtrteghly conducive to product
development to ICT technology-based SMEs. To dH&, companies have been
incubated under ITRI's wing.

= ITRI is largely seen as the foundation of Chinesaipdi’s industrious
semiconductor and electronics sectors, which in twere a key engine of the
economy’s rapid growth over the last 30 years.
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(3) ICT Infrastructure

A. Capacity building priorities

= Governments should start by drawing a clear pictofetheir practical ICT
application requirements before developing an Idfflastructure.

= To reinforce the policy priority in human resourckevelopment, the ICT
infrastructure should be practically implementedaitife-long education system
focusing on the future development of IT-enabladises and other applications.

= In the APEC region, there are disparities amongribenber economies in terms of
quantity and quality of training personnel, so ¢éhisrroom to explore an education
and training cloud for the whole region

= By providing information communication network aidT application software
and ICT equipment, efficient and effective eduaatamd training can be realized,
such as distance education utilizing video commativoa tools over broadband
communication networks, interactive whiteboards,ucatdion clouds, office
e-learning systems, etc.

B. Best Practice: The case illustrated by u-Komeaf South Korea

= Given the importance of ICT applications as a keywgh engine for the future,
South Korea has made great efforts in ICT investrf@rdecades. From the Cyber
Korea 21 campaign from 1999) to e-Korea Vision @0&nd Broadband IT Korea
Vision to the latest master plan, “u-Korea”, ther&n government has modified
their strategy with the times.

» The *“u-Korea Masterplan” is aimed at building Kores a country with
“Ubiquitous information technology”, which will se¢ future problems of society
and satisfy the demands of the economy. Accordinghé vision of “The First
u-Society on Best u-Infrastructure”, the plan isidiéd into establishment and
stabilization phases, and is developed in five saiealuding government, land,
economy, social environment, and life services.
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Diagram 5: Progress and Achievements of Korea in ITnfrastructure
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= In each area, Korea government made several gwgatep support the
development of ICT infrastructure, in order to &t their goal of ICT applied
service. Here are some examples:

Diagram 6: Key Strategies of the u-Korea Master Pla
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Source: Ministry of information and CommunicatidflC), Korea, “u-Korea Masterplan” (2007)
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= By building an environment of RFID, u-payment, miebinternet, real-time and
other technologies, the Korean government aimsutlal la corporate information
system based on a common platform to facilitate IThetilization of SMEs, to
apply ubiquitous ICT to traditional industry, anol build a ubiquitous banking
system.

= In several building programs, “U-City” is the onéhieh has received the most
attention and made significant progress. The fuis€City, Hwaseong-Dongtan
U-City, was partially completed and in operation2@08; since then, dozens of
cities in South Korea have devoted themselvesdatmstruction of a u-city under
this program, such as New Songdo City.

= New Songdo City is the largest project, constructedeclaimed land off the coast
of Incheon. The construction of a comprehensive IGffastructure has already
brought changes in the city. For instance, there en a high uptake of IP
services such as IPTV and VoIP. New Songdo Cigxjgected to formally open in
2015. The city’s promising future has encouragesc@ito relocate their global
headquarters in the city and invest USD 2 billion.
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(4) Business Environment

A. Capacity building priorities

= Many studies have shows that the industrial cluster well-functioned measure
for developing economies, designed to be an aggktine based on the network
of raw materials for production, financing instiarts, provision of human
resources, and most importantly, networked innowati

= Comparative analysis of industrial cluster develeptmin Asian countries shows
that innovation could be stimulated by the presafadusters with various human
resources in smaller geographic areas.

= The development of emerging industries often rexpuihigh quality human
resources with multidisciplinary skills. A multi4figtional industrial park with
good working and living facilities can serve as italvstrategy for developing
economies to attract international talents.

B. Best Practice: The cases illustrated by Zhonggua Science Park in China and
Quang Trung Software City in Vietnam

There are many examples around APEC of good, gowvemtisupported “industrial
cluster” formations for innovation industries, demstrating the agglomeration
economies and cost advantages common to many rgdelsisters. In this study,
examples in China and Vietnam are cited as bestipeacases.

a) Zhongguancun Science Park in China

Zhongguancun Science Park (Z-Park) is consideradaGh'Silicon Valley’, and is
the leading experimental zone of China’s reformsd&onomy, science, technology
and education. It was established in 1988 by Chkirgtate Council to meet the
following objectives:

0 Economic development through the promotion of bhtendustries

0 Job creation

o Creation of a base for innovation for science auwthhology

= Comprising four major industry clusters — indeparideoftware development, IT
service outsourcing, finance consultancy, and médron knowledge integration —
across seven principal parks, Z-Park is primadbtated in northwest Beijing.
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Diagram 7: Master Plan of Z-Park
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Infrastructure: Z-Park has zones dedicated to @imarscience & technology,
administration, culture and recreation, and affblea yet well-designed
accommodation, and provides high-tech services sisclSDN, and multimedia
broadcast and conference facilities.

Z-Park’s location, close to several of China’s hestersities, such as Beijing and
Tsinghua, provides an abundant source of innovatiaaed talent.

Financial incentives are offered to attract investsuch as tax and export/import
preferential rates, and an innovation fund for cames working with new
technologies.

Over the past 10 years, Zhongguancun has enjoyednanal growth rate of
20-30%, contributing to 60% of the annual indusgi@wth of Beijing.

35



ABAC Innovative Growth Initiative

= Increasing innovation knowledge intensity is shownthe growth in patent
applications. In 2009, Z-Park companies filed 18,@atents, up over 90% from
2008, and of which 62.1% were for new inventions.

= Today, Z-Park hosts more than 1 million employess @early 20,000 enterprises,
making it China's most important high-tech baseerOs hundred Fortune 500
companies have set up research and developmemrgentthe area, along with
innovative Chinese corporations such as Lenovon&er) and Baidu.com.

= China's 11th Five-Year Plan (2006-2010) gives tlwetbpment of the ICT
industry considerable prominence, and the Ministiyndustry and Information
Technology set key goals for the period, includingving of the ICT industry up
the global value chain to higher value-added manufang and services,
increasing domestic R&D capabilities, and contiguio focus on government
procurement and subsidies to pursue new technalogie

According to the Zhongguancun Industry Developnieaport (see Graph 6), the
ICT industry has seen double-digit growth over st few years, with strong
growth set to continue as new technologies arefedt Z-Park industry revenues
are given as RMB 558.43 billion (USD 76 billion Becember 2007 rates). The
recorded revenues of over RMB 1 trillion (USD 15Midn) in 2008 indicates that
Z-Park’s new and high technology sector realisedgibal set in the IFive-Year
Plan two years ahead of schedule.

Graph 6: Z-Park ICT Industry Growth, 2002-2007
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b) Quang Trung Software City in Vietnam

The Vietnam government has been supporting the lo@vent and growth of IT
industry to improve the ICT infrastructure, cultigalCT talent, and refine the
industrial structure.

= Most IT parks in Vietham have been established iy government to offer
essential infrastructural facilities and linkages dttract investors, in order to
overcome the infrastructure-related constraints s@eoss the country. One of the
largest and the most successful IT parks is then@Taung Software City, located
15 km away from Ho Chi Minh City (HCMC).

= The HCMC Computer Association conceptualized tHénswe park and the city
government served as a facilitator in acquiring dedeloping the land and setting
up the common infrastructure to meet the demandhefdeveloping software
industry. The development cost of QTSC, estimatetd@D16.25 million, was
largely funded by the local government, with thatcal government contributing a
marginal amount. Eventually, the park will be opedaand maintained by Quang
Trung Software City Development Company (QTSCDQ®)eaterprise under the
administrative control of the HCMC People’s Comemtt

Diagram 8: Master Plan of QTSC

A location map of
Quang Trung Software City

Source:Official website of QTS@ttp://www.gquangtrungsoft.com.yn
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= According to the master plan, QTSC was divided B#weral parts; each designed
for a different purpose, including residential aoooodation, IT training facilities,
a commerce and exhibition center, healthcare cecdéerparking area with a bus
station, and entertainment and recreational feeslit

= QTSC aimed to provide a multi-option ready-to-maveindustrial park to test
emerging applications. It attracted many IT compandue to its high-speed
internet connectivity, which was not available ahgne else in Vietham at that
time, which clearly demonstrates how upgradingl@i€ infrastructure affects the
willingness of investors.

= To ensure linkage and business relationship amotigstoccupants, the city
government actively approached development agengciesivertise QTSC as an
attractive opinion for the IT industry.

= After decades of investment in the ICT industryetdam is ready to reap the
harvest. According to the Vietnam ICT Outlook 20®0retnam’s ICT market in
2006 reached USD 1.15 billion, and its 22.6% anmuaivth was 3 times more
than the world average, of which hardware growths \W&.8% and 43.9% for
software/services. These growth rates are set mtincee, with the ICT industry
seeing 20% growth in 2009, and the software ingis@6 growth.

Graph 7: ICT Market Growth Rate in Vietnam, 2000-2006
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= Today, QTSC is Vietham’'s largest IT park. Approxteig 5000 people are
working and training in the park, and there ardl Gnistitutes and 100 companies
located there, including more than 50 foreign-inedsenterprises from 20
countries. It is reported that the park’s annuairgh will exceed 130% this year.

These ICT industry parks in China and Vietham ¢jedemonstrate the benefits that
industry clusters enable, including economies o#lesc attraction of talent,

competitive innovation, and synergy with local teiclal universities, and have
assisted in creating more knowledge-intensive, irsiltled employment in their

economies.
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VI Conclusion

As illustrated in this report, the policy priorgieset by ABAC members and
many governments alike in recent years highligktritie that innovative growth has
to play in building up the region’s value propasitifor tomorrow’s world. The model
of innovative growth needed today incorporates dewspectrum of strategies and
capacity-building programs to build up the essérgaial, economic and technical
infrastructures and know-how and form a solid faati@h for long-term growth, and
drive the region forward into the future in a metsstainable and balanced way.
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Appendix I: ABAC KBG Symposium, May 2010

The ABAC KBG Symposium was held on May 17, 201@h&t Taipei International
Convention Center and consisted of four sessiohs.fifst three sessions discussed
major |G issues and the fourth session focusediggestions to advance KBG/IG in
the APEC region. It was estimated that there wdryeut 200 participants from
business, government, and academia.

1. Summary of Session |

The title of Session | was “Development of KnowjeeBased Growth.” There
were three speakers in this session. Mr. Risab@zuNa Director of RIETI in Japan,
was the first speaker. According to Mr. Nezu, thexisted several categories of
innovation: 1) technological innovation; 2) serviogovation; 3) business model
innovation; and 4) regulatory innovation. Furthereyan order to advance regional
economic integration, free flow of goods and sarsjcknowledge and people must
exist. Governments should reduce and eliminatadyarrit will also be necessary to
protect intellectual property rights and to devefegion-wide standards. Mr. Nezu
also stated that a long-term challenge facing thiea-Racific region was the shift from
labor-intensive industry to knowledge-based econakadgitionally, APEC economies
must address environmental problems, enhance itinavaystems, and prepare for
an aging society.

Ms. Fauziah Talib, ABAC Member of Brunei Darussaland Managing Partner
of 1Q-Quest Company, was the second speaker. Saedethat APEC economies
should match educational outputs with industrieseds. The linkage between
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education and technology should be strengthenedughr the development of
innovative and research-intensive educational titgins. Additionally, workers
should develop new skills to keep pace with modetion. Ms. Talib also stated that
the new economy required workers to pursue lifel@aning, in order to address
changes in the workplace and environment.

The third speaker was Dr. Francisco Sandejas, lagaPartner of Narra
Venture Capital in the Philippines. Dr. Sandejantioged that the Philippines had
been trying to focus more on software design, bamical research, and scientific
research. The majority of work had been linked taltimational corporations. The
national innovation strategy called for making tealogy the foundation of future
economic development. Innovation will be the key dompetitiveness and the
creation of more jobs. Public-private partnershil be an important condition for
innovation to flourish. It will also be necessaoystrengthen Human Capital, support
business incubation, and develop the innovatiorenment. Dr. Sandejas stated that
the major challenges for the Philippines werenBdequate educational fundamentals;
2) Lack of R&D projects from the public sector; [3ck of R&D from the private
sector; 4) Lack of role models; and 5) Lack of ustending at the leadership level.

2.  Summary of Session Il

The second session consisted of two speakers.rdiogoto Dr. Guann-Jyh Lee,
Director of Business Start-up and Incubation Duisiof Chinese Taipei's SMEA,
globalization had led to strong competition in tilebal market. Presently, product
and process innovation had become important sowfceslustrial competitiveness.
At the same time, the main inputs of innovationvéits were now almost dependent
on knowledge, instead of raw materials. Furthermi®®& had created new models of
production and services. In the future, patternsneéstment and production will
closely link with ICT, and the development of ICE&domes the main driver of the
knowledge-based economy.

However, because of differences in economic candit the knowledge-based
economy would not be able to result in equal dgvalent opportunities for all APEC
economies. Thus APEC should assist developing enigsato strengthen the capacity
of employing knowledge to lower the digital dividehe existence of digital divide in
APEC would widen the development gap between deeeloand developing
economies. Dr. Lee further stated that APEC ecoesmmould utilize the opportunities
provided by APEC, so as to generate more resodocadvance the development of
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ICT. He further suggested that ABAC could providgdgnce to APEC SMEs, in
order to achieve the development of knowledge-basedomy.

The second speaker was Mr. Alvin Lee, an Execubirector at TimeWarner,
USA. Mr. Lee said that knowledge-based growth cdildenhance with the existence
of easily accessible and high-quality content fleated through newer and improved
ICT infrastructures. Mr. Lee also stated that themere several ways to ensure
successful digital business models. First, therestmhe measures that prevent
unauthorized copying. Second, measures that enshestegal use and transfer of
digital contents must be developed. In addition, Mre suggested that governments
must enact specific provisions that deal with digitontent piracy. Government
officials should also receive training and increéiseir awareness of the regulatory
issues. Furthermore, consumers should be educsateelg particularly the younger
generation.

3. Summary of Session IlI

Ms. Cher Wang, Chinese Taipei ABAC Member and @@inan of HTC Corp.
and VIA Technologies, spoke about the latest dgrents in ICT. Ms. Wang stated
that knowledge-based growth consisted of four maptements: 1) Business
environment; 2) ICT adoption; 3) government polignd 4) human resource
development. In her presentation, she concentaidtie ICT pillar. Particularly, Ms.
Wang related about technology developments, mabikrnet, cloud computing, and
social behavior. The recent development in telecamoations had been the
movement towards 4G that would enable video calld mstant downloads. Ms.
Wang also said that the characteristics of latesticonductors were: 1) Greater
power efficiency; 2) Greater integration; and 3)e&er functionality. Thus new
devices had been developed. With regard to mobitrnet, the important points were
the ability to use it at anytime and anywhere. Wbile Internet had also expanded
the mobile workforce.

Ms. Wang mentioned that cloud computing had redulh the appearance of
many tools and applications. For business, cloudpeding could support healthcare,
education, and B2B commerce. Cloud computing caidd be useful for consumers,
such as in the areas of shopping, entertainmedtsagcial networking.

Mr. Peter Barnes, ABAC member of Canada and Peasidf Censiomax Inc.,
described the Canadian perspective on ICT developndir. Barnes stated that
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Canada had faced several challenges. First, |@feT innovation and investment

in ICT had been low relative to other OECD courstriSecond, SMEs had been
behind larger firms in ICT adoption. Third, moredamore young people had decided
not to study math, IT and computer sciences. Fototieign investors had begun to

acquire Canadian high-tech companies. In orderdtiress the challenges, Canada
had developed the digital economy strategy: 1) B@ihpacity to innovate using

digital technologies; 2) Construct a world-clasgitdi Infrastructure; 3) Strengthen

the ICT industry; 4) Promote digital media; andEshance digital skills.

The third speaker is Dr. Jung-Yun Oh, Senior Re$ea of Korea’'s National
Information Society Agency (NIA). Dr. Oh said thE&2T had changed the global
economic structure. In the area of business dewatop, efficiency and productivity
had increased. The digital economy had created mevkets and e-business. The
public sector had become more transparent. In iaddiDr. Oh stated that green
growth could be advanced through the utilizatiorgrden ICT. Resources had been
used more efficiently and environmental pollutidmsd been reduced. Green ICT
could advance the realization of a low carbon ggckurthermore, Dr. Oh mentioned
that ICT increased the ability to make climate g@emprediction and strengthened
disaster management.

4. Summary of Session IV

The main purpose of Sessic |
IV was to generate suggestions fi
APEC. Several suggestions we
made. First, APEC developin(®
economies needed venture capiwzl
and other mechanisms to promot‘

that APEC established a region
fund to assist developing

economies.

Second, it was mentioned that ICT related apgiioa had been discussed, but
implementation was less successful. One reasonthadsnany APEC members still
had legal obstacles or market protection. APEC Ishpay greater attention to these
challenges.
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Third, South Korea's development strategy forKB& had focused on the use
of ICT to enhance the industry's efficiency andfedédntiation. The Korean
government had invested in many programs. It wagested that APEC developing
economies could cooperate with Korea.

Fourth, it was stated that KBG was not a new cptckut the concept had
changed over time. APEC economies could startaoeséxperiences and information.
The next step would be to discuss ways to coopesatas to promote KBG..

Fifth, leaders and businessmen knew about the imgasf knowledge-based
economy but did not truly understand the importariCiee public could also be
educated on this subject. Thus APEC should dissgmimore information and
develop best practices. In addition, APEC shoultifoa greater investment in ICT
hardware and software, so as to advance economwétogenent.

Sixth, many companies had begun to participateth@e knowledge-based
economy. However, governmental agencies could m@&pkpace with the latest
developments. Thus the suggestion was that goversmehould enhance their
understanding and capability to work in the new K&@&ironment.
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Appendix 1I: ABAC Knowledge-Based/Innovative Growth Survey

Introduction

During the 2010 1st ABAC Meeting, the ABAC KnowledBased Growth (KBG)
Initiative was endorsed (later renamed the ABACokative Growth (IG) Initiative).
The main purpose of the initiative is to develogdigyosuggestions for enhancing
knowledge-based growth in APEC that benefits bissiee and SMEs. As part of the
Initiative, the survey has been created to gatifermation on stakeholders’ views.

Background of Surveyed Economies

We received a total of 30 responses, represenfingul of 21 APEC economies
till the end of September 16th 2010. The breadtmpiit adds significant credibility
to our results. Surveys were collected from respaisl representing the following
economies:

Developing Economies

Brunei 4
Malaysia 3
Mexico 1
Papua New Guinea 2
Vietnam 4

Newly Industrialized Economies

China 3

Chinese Taipei 4
Korea 1

Singapore 1
Canada(CA) 3
Japan(JP) 3
New Zealand(NZ) 1
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Response Analysis

Question 1

“The global development of knowledge-based acésiin the last ten years did
not actually help emerging economies in achieviggicant GDP growth in general
and balanced growth, inclusive growth, and suskdéngrowth in particular.”

Strongly agree
Basically agree _I__
Neutral [

Basically disagree | I |

Strongly disagree

In this question, 17 out of 30 respondents, appmaxely 56.7%, submitted
“Strongly disagree” or “Basically disagree” to thésatement, indicating that most
respondents do not agree upon this statement.

However, the result also shows that developed en@w are less likely, on
average, to hold positive opinions like “Stronglyree” and “Basically agree” than
developing economies. They tend to hold negativieiops as “Strongly disagree”
and “Basically disagree.” On the other hand, opinaf developing economies
diverged on whether knowledge-based activitieh@last ten years helping them in
achieving significant GDP growth developing econesni
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Question 2

“The knowledge-based activities in the last tenrgdave been mainly aimed at
creating new high-end products or finding morecéfit ways of producing existing
products in order to achieve economic growth. Havevthe overall economic
consequence of these activities may not have dgatess of multiple skill levels,
addressed income inequality or enhanced envirorahprdtection.”

Strongly agree |21l
Basically agree - [ T
Neutral i
Basically disagree -
Strongly disagree -
0 3 6 9 12 15 18

Member economies have different opinions toward tjuestion, regardless of
developing, newly industrialized, or developed exures.

However, most respondents agree with this statem@®nout of 30 respondents
more than a half, approximately 63.3%, submittesitp@ opinions on this statement,
including”“Strongly agree” and “Basically agree.”

If we put the results of the first and the secondggion together, we can see that
the same number of respondents, 17 out of 30, tildegative opinion on the first
guestion and positive opinion on the second questio

It shows clearly that most member economies thivdd KBG help emerging
economies in achieving significant GDP growth tonsodegree, but in terms of the
overall economic consequence of these knowledgeebastivities may not have
created jobs of multiple skill levels, addressedome inequality or enhanced
environmental protection in the last ten years.
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Question 3

If the new knowledge-based growth (KBG)/innovatgrewth (IG) concept is to
better link knowledge-based activities with otheowvgth objectives, what should be
the priority that the new KBG concept achieveshoprioves?

| | |
Job creation for various skill-level workers e

Remedy adverse effect of globalization

Better environmental protection

Produce more high-end products

All of the above _

Others j

0 2 4 6 8 10 12 14 16 18

Other Opinion
1. Malaysia : Improve capacity building in developiegpnomies
2. Singapore : Productivity levels of our workers

Most members agree that “job creation for varidub-evel workers” should be
prioritized to better link KBG with other growth @atives. 17 out of 30 responses,
proximately 56.7%, chose this option as the pnotitat new KGB concept should
improve.

On the other hand, other members think that besidl@s creation for various
skill-level workers”, “Remedy adverse effect of gidization”, “Better environmental
protection”, and “Produce more high-end producisbahould be the priorities that
new KGB concept should improve or achieve.

49



ABAC Innovative Growth Initiative

Question 4

Which of the following can better help in improvitige linkage between KBG and
other growth objectives?

Product variety, scale and efficiency :ﬁ

Service variety, scale and efficiency _

Other

N/A

Other Opinion
1. Chinese Taipei : both of the above. You can't fitime one over the other.

Most members choose service sectors to be the girmgriield of application for
better linking the new KBG idea with other growthjectives.

25 out of 30 responses, proximately 83%, think tissrvice variety, scale and
efficiency” can better help to improve the linkalgetween KBG and other growth
objectives. Only three of them chose “Product wgrigcale and efficiency” instead.
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Question 5

“With continuous product innovation, applying mdaowledge-based activities to
create service diversity, enlarge service market ate and improve service
efficiency can improve the linkage between KBG andther growth objectives”

Strongly agree

Basically agree
Neutral

Basically disagree

Strongly disagree

Most members agree that with continuous producbvation, more service
diversity and efficiency could be reached. 29 duB® respondents, approximately
96.7%, submitted positive opinions on this statemen
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Question 6

“With the trend of low global fertility rate, theevenue growth of firms in the future
will derive _more from providing long-lasting services than selling durable

products.”

Stronely agree :ﬁ

Basically agree | I |

Neutral

Basically disagree

Strongly disagree

Most members agree that the revenue growth of fimthe future will derive
more from providing long-lasting services thaniaglldurable products. 22 out of 30
respondents, approximately 73.3%, submitted p@sitpinions on this statement,
including “Strongly agree” and “Basically agree.”
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Question 7

Which of the following ideas can best lipkoduct-oriented innovation to balanced,
inclusive and sustainable growth?

Transform pure manufacturing into service-added
manufacturing and traditional services into e-services

Develop green production technology

Promote lean manufacturing and more global
outsourcing

All of the above _
Others -

0O 2 4 6 8 10 12

Other Opinion

1. Chinese Taipei :
Comment on point 1: it would not be possible tm$farm all services into e-services, nor
would it be advised to do so. Point 1 implies droehothing scenario. If this could be
modified to ‘some’ transformation, then | would dse points 1 and 2.

Most members chose either to transform manufaguritio service-added
manufacturing (SAM) to some extent or to developegr production technology, as
means to link product-oriented innovation to otgeywth objectives. However, there
are also views mainly from developing economiesirgiathat a need for multiple
strategies at their disposal.
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Question 8

Which of the following models is better for your omomy to transform pure
manufacturing into service-added manufacturing?

| |
Provide extended services attached to products *

Provide content as a service
Provide consultant services and total solutions
Provide customized manufacturing as a service [

All of the above | I |

Others

N/A F

Member economies have different opinions toward thuestion, regardless of
whether they are developing, newly industrializeddeveloped economies. Many of
them chose either to provide customized manufatjudas a service or provide
extended services attached to products, as thelstodigansform pure manufacturing
into service-added manufacturing. However, no $jetiodel is prioritized.
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Question 9

Which of the following key factor is the most impamt improvement needed for
fostering KBG/IG in your economy?

Innovation system :*

Human resource development -

IT Infrastructure

Business environment and government efficiency

All of the above [ T

Others

0 2 4 o6 8 10 12

From many factors listed, “Human resource develagmis considered to be
the most important improvement needed for fosteimmgvative growth. 10 out of 26
respondents submitted this option. Furthermorapjtears that developing economies
value human resource more, but developed economesaverage, emphasize
“Business environment and government efficiency’teno
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Question 10

“In order to create more emerging services and jobssuch as service-added
manufacturing or e-servicethe products associated with those emerging servige
should have more affordable prices

Strongly agree

Basically agree
Neutral

Basically disagree

Strongly disagree

Most members agree that the products associatédtinmse emerging services
should have more affordable prices in order toterezore emerging services and jobs.
23 out of 30 respondents, approximately 76.7%, stbanpositive opinions on this
statement, including“Strongly agree” and “Basicaltyree.”

56



ABAC Innovative Growth Initiative

Question 11

“Product standard harmonization, cross-licensind apen innovation can help the
lowering of prices of emerging products attachedrteerging services.”

Strongly agree

Basically agree
Neutral
Basically disagree

Strongly disagree

Most members agree that making prices for assatiateducts affordable via
product standard harmonization, cross-licensing apen innovation can help the
development of certain emerging services.
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Question 13

Given the fact that SMEs play an important rolefastering the development of
emerging products and services, such as servioedannufacturing or e-services,
do you think thenational innovation system should support SMEs talevelop new
products or technologies to derive new services iomation?

| |
Strongly agree E——
Basically agree i

Neutral

Basically disagree

Strongly disagree

Generally speaking, all member economies agree immoaisly upon the
statement that national innovation system shouldpst SMEs to develop new
products or technologies to derive new servicesvation.

However, in terms of intensity, developing and newldustrialized economies,
on average, are more likely to submit “Stronglyesjr which shows that they are
more in favor of the intervention from governmetdssupport SMEs than those
developed economies.
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Question 14

Which of the following aspects dfuman resource developments the priority for
your economy to promote KBG/IG?

Product technology R&D talent

Customer-oriented, Interdisciplinary innovation
talent

Knowledge management talent

Government officials with cooperative spirit and -
ability

Others

In terms of human resource development, most memlmrose either
“Customer-oriented, Interdisciplinary innovatiotetat” or “Product technology R&D
talent” as the priority for their economies to paiminnovative growth.

However, in terms of human resource developm#m result also shows that
opinion of developing economies diverged on whispezt should be the priority for
their economy to promote IG. It may imply that depéng economies or different
businesses in developing economies are facingréliffechallenges. Furthermore, the
requirement for better government officials is theority in several developing
economies, but not in developed economies.
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Question 15

Do you think the investment in ICT hardware infrasture in your economy is
sufficient for the development of KBG/IG?

Sufficient and effective in enhancing knowledge-based :-
activities

Sufficient but still needs improvement in effectiveness _

Far from sufficient and effective .

Others

In terms of ICT hardware infrastructure for the elepment of KGB, most
member economies described themselves as “Suffibwnstill needs improvement
in effectiveness.” 20 out of 30 respondents, apprately 66.7% submit this answer.
7 of them chose "Far from sufficient and effective&specially those developing
economies. Only few respondents think ICT hardvirafirastructure is “sufficient and
effective in enhancing knowledge-based activitiestheir economies.

Nevertheless, there are three respondents of gemglonewly industrialized,
and developed economies representing industry rpldiompany, manufacturing
company, and financial bank respectively submitiption 1 to this question. All of
them agree that the investment in ICT hardwareastfucture in their economy is
sufficient for the development of innovative growth
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Question 16

Which of the following is thesoftware infrastructure priority for your economy to
promote KBG?

Innovation platform such as living labs or innovation
contests

Training programs and personnel _

Harmonized license system for qualification of emerging
service providers

Intellectual Property evaluation, trading and cross-licensing :-

system

Others

N/A

Other Opinion

1. Japan: Education/ human resources development

2. Chinese Taipei: The Chinese Taipei government uakles several of the above, but it is
not clear which if any is given priority.

In terms of software infrastructure, most members chose either “Training
programs and personnel” or “Innovation platform% a means to promote KBG,
especially for developing economies.
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Question 17

Which of the following is the priority in your ecomy for enhancing the business
environment to promote KBG/IG?

Private sector as a decisive participant in the national H
innovation system

Legal system for intellectual property protection, trading and
licensing

Tax incentive for emerging products and services :—

Lower trade barriers for service sector

Others

In terms ofenhancing the business environmentmost members think that
“Private sector as a decisive participant in thional innovation system” should be
their priority to promote innovative growth.
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