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INNOVATION STRATEGY AND CONSULTING:  

THE NEW WAYS OF BUSINESS TRANSFORMATION 
 

New sources of growth are urgently needed to help the world move to a stronger, more 

inclusive and sustainable growth path following the financial crisis. Innovation – which 

involves the creation and diffusion of new products, processes and methods – can be 

a critical part of the solution. While not a goal in itself, innovation provides the 

foundation for new businesses, new jobs and productivity growth and is thus an 

important driver of economic growth and development. Innovation can help address 

pressing social and global challenges, including demographic shifts, resource scarcity 

and the changing climate. Moreover, innovation can help address these challenges at 

the lowest cost. Innovative economies are more productive, more resilient, more 

adaptable to change and better able to support higher living standards. 

 

Strategy and innovation are intrinsically and inseparably linked with one another. While 

strategy defines the direction for the future, the power of a company to innovate 

ensures that it doesn’t only travel along well-worn pathways. 

 

Innovation underpins the growth and dynamism of all economies. In many countries, 

firms now invest as much in the knowledge-based assets that drive innovation, such 

as software, databases, research and development (R&D), firm-specific skills and 

organisational capital, as they do in physical capital, such as machinery, equipment or 

buildings. Moreover, billions of people around the world, including in emerging 

economies, today have access to the Internet and are connected to one another, 

enabling knowledge diffusion and the creation of further innovations. The proliferation 

of massive amounts of data (such as geolocation data from mobile phones) is just a 

hint of what can be expected from the emergence of ubiquitous data generation and 

computing characterised as the “Internet of Things”.  

 

These, and other technological changes in fields like bio- and nano-technology and the 

associated advanced materials, will lead to ongoing transformations in the nature of 

production, jobs, the location of economic activity, and the respective roles of different 

sectors in the economy. 
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Fig.1. Contributions to GDP growth. Total economy, annual percentage point 

contribution, 1995-2013 

Source: OECD Compendium of Productivity Indicators, 2015, based on OECD 

Productivity Database, January 2015. 

 

 

Such technological changes and related non-technological innovations are an 

important driver of growth. Empirical analysis shows that innovation, in its various 

forms, contributes to growth through several channels:  

 

 A contribution resulting from technological progress embodied in physical 

capital. The latest OECD estimates show that about 0.35 percentage points of 

annual average GDP growth between 1995 and 2013 can be attributed to 

investment in information and communications technology (ICT) capital alone 

[Figure 1]. 

 A contribution resulting from investment in KBC, such as R&D, design and other 

intellectual property, data, firm-specific skills or organisational capital. Recent 

analysis by Corrado, et al. (2012) found that business investment in KBC 

accounted for around 0.5 percentage points of annual average GDP growth in 

EU countries from 1995 to 2007, and 0.9 percentage points in the United States.  

 A contribution linked to increased multi-factor productivity growth, reflecting 

increased efficiency in the use of labour and capital, a substantial part of which 

can be attributed to innovation, including process and organisational 

innovations. Multi-factor productivity accounted for over 0.7 percentage points 

of annual average GDP growth between 1995 and 2013 in the countries shown 

in Figure 1, or about one-third of total GDP growth.  

 A contribution resulting from the creative destruction that results from 

innovation, as new firms enter the market, sometimes growing quickly and thus 

increasing their market share, replacing other firms with low productivity 

(Andrews and Criscuolo, 2013).  


