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• Linking economic indicators to innovation - The Big Picture
• Linking innovation to culture - Another Big Picture
• Innovation in different cultural contexts
• Cases from around the globe
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Once upon a time… 

What is culture?

……………………………………... Why it 
matters? Since when?

Why do we need innovation?
…………………………………………..NOW

Where is the innovation?



Setting 
the 

Context

One Index Doesn’t Tell it all!
GDP
Why GDP structure matters?
C + I + G + NX = GDP …. And let’s throw 
i-rates and Prices into the mix 
What is sustainable (enduring) 
economic growth?
What else matters and does it really 
matter? (R&D spending, net exports, 
WIPO innovation ranking pillars?)
Economies are different in structure 
and composition as are cultures…





Net Exporters



R&D 
Expenditure 
as % of GDP

Source: World Bank 
[https://data.worldbank.org/indicator/gb.xpd.
rsdv.gd.zs?most_recent_value_desc=true]



Which Countries Spend the Most on R&D?

• Israel and South Korea lead global R&D spending as a percentage of 
GDP, while the United States dominates in pure dollar terms.
• Israel's growth is fueled by programs like Yozma, attracting foreign 

investors and promoting venture capital funds.
• South Korea is emphasizing global tech leadership and allocating 

funds to numerous projects.
• The U.S. is the net leader in R&D spending in dollar terms with 

spending on: science, technology, pandemic preparedness, and 
climate innovation.

(source: Investopedia)



GII 7 Innovation Pillars 





Top Global Innovators, 2024 from WIPO Global Innovation Index 
(https://www.wipo.int/pressroom/en/articles/2024/article_0013.htm)  



Country Total 
number of 
employed 

(in 
millions)*

Employed 
in the 
public 
sector*

Employed 
in SMEs*

Employed in 
Large 

Companies*

GDP 
growth 
(2023)

R&D 
Expenditure 
(% of GDP)

SOEs 
contribution 

to GDP*

Bulgaria 3.1 19.4% 46.8% 33.8% 3.4% 0.75% 15%

Romania 8.5 15.3% 49.4% 35.3% 4.2% 0.46% 8%

Greece 4.1 21.5% 53.2% 25.3% 2.5% 1.28% 11%

Turkey 32.2 12.7% 67.5% 19.8% 5.1% 1.09% 10%

Germany 45 12.9% 64.7% 22.4% 1.8% 3.13% 4%

China 775 9.2% 30.1% 60.7% 5.5% 2.56% 23%-28%

India** 500 4% 24% 72% 6.8% 0.65% 20%

United 
States

160 13.8% 37.5% 48.7% 2.1% 3.46% > 1%

Source: Combined country data from Statista, Worldbank data, Eurostat and National Statistics Offices 

*numbers from 2021-2022  **India data not including unreported employed (allegedly around 50 mil. people)



Hofstede’s Cultural Dimensions

• Power Distance (PDI): the degree to which inequality and 
hierarchy are accepted in a society (high power distance implies a 
rigid hierarchy and deference to authority)
• Individualism vs. Collectivism – whether people’s identities are 

tied to individual achievement or to group membership and loyalty
• Uncertainty Avoidance – a society’s comfort with ambiguity and 

risk (high uncertainty avoidance means a preference for clear rules 
and avoidance of the unpredictable)



Hofstede’s Cultural Dimensions (cont.)

• Masculinity vs. Femininity – the extent a culture values 
competitiveness, achievement, and material success (masculine) 
versus cooperation, quality of life, and caring for others (feminine)
• Long-Term Orientation vs. Short-Term Orientation – the focus on 

future rewards, perseverance, and thrift (long-term) as opposed to 
respect for tradition and fulfilling current obligations (short-term)
• Indulgence vs. Restraint – the extent to which free gratification of 

human desires and enjoyment of life is allowed (indulgent cultures 
are more permissive, while restrained cultures have stricter social 
norms)



The 6 
Biggest 
Economies 
in the 
World (by 
GDP, 2023)



… and innovation?

Cultural values deeply influence social behavior and organizational 
norms. 
Researchers have hypothesized that cultural traits affect 
country’s innovative capacity -> by shaping attitudes toward creativity, 
risk-taking, and collaboration



Key findings from cross-country studies

• Low Power Distance fosters innovation: organizations tend to be 
less hierarchical and more egalitarian, which encourages open 
communication and the free flow of ideas. Employees are more 
willing to challenge authority or suggest new approaches without fear 
– a critical aspect of organizational innovation

-> In high power distance societies, strict hierarchy can stifle creativity; 
subordinates may hesitate to propose radical ideas to superiors, 
impeding intrapreneurship. National analyses find power distance is 
negatively related to innovation performance



The “Ideal” Pro-Innovation Culture?

Individualism encourages creative thinking
Low Uncertainty Avoidance enables risk-taking
Long-Term Orientation supports sustained innovation
Indulgence and creativity: It may be counterintuitive, but cultures of 
greater indulgence (vs. restraint) tend to produce more innovation.

• The ideal “pro-innovation” culture profile identified by multiple 
studies is one with low power distance, high individualism, low 
uncertainty avoidance, high long-term orientation, high 
indulgence, and a more feminine (cooperative) orientation



Cross-Cultural Comparisons: Innovation in 
Different Societies. Where? Who?

North America and Western Europe: Individualism and Low Hierarchy



USA
The US has highly individualistic and low power-distance culture, which 

has given rise to a dynamic innovation ecosystem. Americans encourage 
independent critical thinking from an early age and celebrate 
entrepreneurial risk-taking. -> reflected in education system

 In business, relatively flat organizational hierarchies and informal 
communication are common; employees are empowered to speak up 
with new ideas (the classic “open door policy”). This cultural cocktail –
high individualism, moderate-to-low power distance, and a 
tolerance for risk – nurtures innovation and an entrepreneurial spirit 
(sloanreview.mit.edu). 

The U.S. has no centrally coordinated innovation policy system
Innovation is driven bottom-up by startups, universities, and market 

forces, consistent with its cultural preference for free enterprise and 
decentralized decision-making.

https://sloanreview.mit.edu/article/how-culture-gives-the-us-an-innovation-edge-over-china/


USA (cont.)

Failure is often seen as a learning experience rather than a stigma in 
the U.S. business culture. Phrases like “fail fast, fail forward” are 
mottos in Silicon Valley, reflecting a relatively low uncertainty 
avoidance attitude that accepts trial-and-error as part of 
progress. 

Cultural openness to experimentation has contributed to the U.S. 
being a global leader in venture capital, disruptive technologies, 
and radical new business models. Case studies abound – from 
the rise of personal computing in California’s hacker culture to the 
biotech boom in Boston – illustrating how a culture that rewards 
initiative and tolerates failure can generate continuous 
innovation.



Western Europe

• Countries like the United Kingdom and the Netherlands score high 
on individualism and relatively low on power distance, fostering 
robust innovation and creative industries.
• Germany and France are more structured and higher in uncertainty 

avoidance, balance that with long-term orientation and strong 
institutions, yielding strength in engineering and industrial innovation 
(e.g. Germany’s Mittelstand companies excel at incremental 
innovation within a fairly hierarchical but competence-driven culture)



Southern Europe… and the weather?

• Southern European and Mediterranean cultures (e.g. Italy, Spain) 
tend to have higher uncertainty avoidance and somewhat higher 
power distance, which historically translated into more risk-averse 
business environments and reliance on established networks. 
• However, even these cultures produce innovation in areas like design 

and fashion, arguably because high indulgence and creativity in those 
societies offset some formal constraints.

Think of Italian design: Italian clothes, Italian cars, Italian interior 
design… and food culture



Northern Europe (Nordics): Egalitarian 
Collaboration and Safety Nets
• The Nordic countries (Sweden, Denmark, Finland, Norway, and Iceland) 

rank among the world’s innovation leaders.
• Nordic cultures are highly egalitarian (very low power distance) and 

strongly collectivist in a community sense (though individuals have 
freedom, there is a strong ethos of social trust and cohesion).
• Score low on uncertainty avoidance and have a “feminine” value 

orientation favoring cooperation and quality of life.
• Sweden and Finland have close collaboration between universities and 

industry, and public-private partnerships are common in addressing 
challenges (a trait sometimes called the “Nordic innovation triangle” 
linking education, government, and business)



• The flat organizational structures mean innovation can come from any 
level. 
• Nordic countries benefit from robust social welfare systems and safety 

nets (e.g. universal healthcare, unemployment support) which empower 
individuals to take risks without fear of ruin
• An entrepreneur in Finland or Denmark knows that if their startup fails, 

they won’t be left out from societal benefits – this societal security reduces 
the fear of failure and encourages experimentation. 
• The strong social safety net “offers a safety net that empowers individuals 

to take risks and pursue innovative ideas without fearing failure”
• Nordic governments also actively support innovation through education 

and R&D investment, reflecting a cultural consensus that innovation is key 
to societal welfare
• Value trust, transparency, and networking, which facilitates open 

knowledge-sharing across organizations and sectors
• Nordic case shows how a culture of equality, social support, and 

collective problem-solving result in hight innovation performance



East Asia: Collectivism, Discipline, and Long-
Term Vision
• China has high power distance (a tradition of centralized authority), is 

collectivist, and fairly long-term oriented, while actually scoring low on 
uncertainty avoidance. People accept state-led innovation agendas – and 
this has directed massive resources into R&D.
• China’s economic model evolved within a distinct cultural and 

psychological context – its blend of state control and entrepreneurship is 
a product of its cultural traits, not just an ideological choice
• The result is a unique innovation approach: fast commercialization, 

scale, and iterative innovation (“copy-edit” approach), supported by a 
huge market and high tolerance for business ambiguity -> technology 
adoption and incremental improvements



Japan - Lifetime employment systems and 
seniority hierarchies
• Japan scores high on uncertainty avoidance and is relatively collectivist and 

hierarchical BUT with high long-term orientation and a performance-
driven ethos.
• Japan’s innovation style has historically been characterized more 

by continuous improvement (kaizen) and excellence in manufacturing 
processes than by disruptive innovation. Japanese corporate culture 
emphasizes consensus decision-making, quality, and incremental 
refinement – a reflection of high uncertainty avoidance (meticulous 
planning, avoiding big risky jumps) combined with group-oriented 
collectivism.
• Japan has had a strong aversion to failure: socially and professionally, 

failure often carries significant stigma ->entrepreneurial ventures in 
Japan – people have traditionally preferred stable corporate jobs over the 
uncertainty of a startup, and bankruptcies are seen as shameful



East Asia
South Korea and Taiwan share some cultural similarities with Japan 
(collectivist, relatively high power distance, strong uncertainty 
avoidance, and very long-term oriented with Confucian heritage).
These countries have become innovation powerhouses in industries like 
semiconductors, consumer electronics, and ICT. 
South Korea conglomerates - Samsung and LG drove innovation from the 
top down.
Korea and other East Asian cultures rank low on indulgence and high on 
restraint, meaning society imposes strict work ethics and discourages 
“wasting time” – this yields hardworking engineers and students, but can 
limit free-wheeling creativity. Still, their very high long-term orientation and 
education focus have clearly paid off in technical innovation capacity.



East Asia: Collectivism, Discipline, and Long-
Term Vision (cont.)
• East Asian cultures demonstrate that collectivist, high-discipline 

societies can achieve innovation by leveraging other cultural 
strengths – notably long-term commitment, education, and cohesive 
strategy – even if they initially lack the freewheeling creative culture 
of the West
• These countries often excel more in development and diffusion of 

innovation rather than in ground-breaking original invention (with 
exceptions). As cultural attitudes slowly evolve (e.g. greater 
acceptance of failure in Japan, rise of individual entrepreneurship in 
China), we may see even more diversified innovation coming from the 
East.



Middle East and Israel: Contrasting 
Approaches
• The Middle East have traditional cultures with high power distance 

and collectivism (often tribe- or family-oriented collectivism), and 
high uncertainty avoidance in terms of adhering to established norms. 
• Conservative business cultures that are slow to innovate. 
•  Historical preference for importing foreign technology rather than 

developing it locally.
• Several Middle Eastern countries are now actively trying to foster 

innovation (for example, the UAE’s government has innovation 
initiatives and Qatar founded Education City) – essentially using top-
down policy (consistent with high power distance culture) to 
stimulate a more innovative economy



Israel - the “Startup Nation”

• Israel has one of the highest rates of startups per capita in the world
• Israeli culture - a mix of Middle Eastern and Western influences, but it is 

distinctly low power distance and highly individualistic
• Social hierarchies in Israel are informal; it’s common for employees to argue with 

the boss, or for military conscripts to address superiors by first name. This 
cultural boldness and egalitarianism is encapsulated in the Hebrew/Yiddish 
term chutzpah, meaning audacity or nerve. Having chutzpah implies fearlessly 
challenging authority and conventional wisdom – exactly the mindset that 
fuels innovation

• Israelis are unafraid to question decisions, even if they come from senior 
management, and to suggest bold, out-of-the-box ideas without hesitation

• moderate uncertainty acceptance – people are used to operating in a volatile 
regional environment; relatively high on indulgence



Emerging Economies: Frugal Innovation and 
Cultural Adaptation -> India - Innovation born 
from scarcity
• Resource constraints that give rise to frugal innovation – creative, 

low-cost solutions – rooted in local culture
• Indian society - collectivist and high in power distance (with rigid 

social hierarchies), 
• Despite bureaucratic hurdles, India has a long tradition of grassroots 

ingenuity known as jugaad. Jugaad is a Hindi term roughly translating 
to a “quick fix” or clever workaround – it represents a mindset of 
improvisation and making do with limited resources
• When formal systems fail or resources are lacking, people find ad-hoc 

innovative fixes -> frugal innovation mindset -> how necessity and 
cultural flexibility can spark invention



. Many Indian startups and inventions – from low-cost medical devices to 
the famed $2,000 Tata Nano car – exemplify jugaad innovation. 
• Indian companies traditionally have hierarchical management
• Indians also have a high tolerance for complexity and diversity (dozens 

of languages, religions), which can be a plus for creative thinking, even if 
risk-taking is tempered by social expectations (fear of failure can still be 
an issue in some contexts, like fear of losing family savings).
• Strong cultural value on education and engineering (a legacy of both 

ancient culture and British influence) which produces a large STEM 
workforce. Indian innovators often blend Western technology with 
local jugaad adaptability. 

-> India’s prominence in fields like IT services and increasingly in frugal 
tech solutions (e.g. affordable fintech and mobile health apps).



Conclusion and implicaitons for stakeholders
Cultural differences influence how innovation happens around the world. 
• There is no one-size-fits-all formula – each culture has strengths that can 

fuel certain kinds of innovation and weaknesses that may impede others.
• High individualism and low hierarchy cultures empower radical creativity 

and entrepreneurship (exemplified by the U.S. and Israel), 
• Collectivist and high-discipline cultures excel at systematic improvement 

and scaling up innovations (as seen in Japan, China).
• Egalitarian and trusting cultures (Nordics) foster collaborative innovation 

ecosystems, and societies with strong safety nets and long-term 
vision sustain innovation over decades. 
• In resource-scarce countries, cultural resilience gives rise to frugal 

innovations (the Indian jugaad mentality or African improvisation). 
Innovation is not just a matter of economic resources or scientific talent – it 
is deeply embedded in cultural contexts.



• Thus policies and management practices must account for 
cultural specifics. A strategy that drives innovation in one country 
might fail in another if it clashes with local values. 
• Multinational companies should cultivate cultural intelligence. 
• Governments aiming to boost innovation should consider cultural 

levers – not “copy-paste” policies without adapting them.
• Cross-cultural comparisons teach us that there are multiple paths 

to innovation success. Western tech hubs thrive on competition 
and eccentric genius, whereas some Asian models rely on 
collective effort and incremental gains – and both can produce 
world-class outcomes. 
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