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Abstract

In the formulation of a national economic policy today the need to compete in a global knowledge economy has been recognized. The importance of the knowledge services sector now rivals that of materials and products and their associated processing, manufacturing and distribution sub-sectors. A policy component common to both knowledge services and businesses handling tangible assets is a country’s investment and support for innovation as part of a national science and technology (S &T) strategy. Innovation can play a major role in creating new business opportunities, in retaining and perhaps expanding current business dominance, and in transitioning a country’s assets to address changing global market needs. Policy components that can be included in an investment model of innovation include direct funding, tax incentives, purchasing, infrastructure investment and trade restrictions. The process flow of innovation consists of steps which research and development efforts take in yielding results such as inventions and discoveries that eventually lead to national competitiveness. A sound investment model will also have feedback loops which contain proposed metrics by which the policy components can be measured in terms of their effectiveness. The metrics include per capita income, jobs created, export volume, company starts, patents, disclosures, trade secrets, prototypes and licensing agreements.This paper reviews and summarizes factors in the economic modeling of governmental investment and associated metrics. Specifically, we describe how the principal factors (namely, human, financial and intellectual capital) of innovation come into play in the formulation, testing, refinement and optimization of science and technology policy of national governments. Factors relevant to S & T policy formulation also include industrial partnerships, degree of overall funding, length of time of policy intercession, global environment, and investment diversity. This overview can be useful to policymakers in formulating or in refining future investments in innovation.
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