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At a recent round table1 held in Mexico, several well-informed businessmen set out their views 

on Mexico’s ecosystem; the ‘right conditions for innovation’.  

 

CIO thought the round table comments deserved more 

attention. Opportunities were spelled out as well as barriers to 

innovation. Comments could apply to a number of developing 

countries. 

 

CIO published2 a paper on NAFTA arguing for modifications 

to the agreement as opposed to its wholesale cancellation. 

Included in that paper were WEC’s3 ratings for innovation in 

the three countries and provide yet another perspective on 

‘barriers to innovation’ in Mexico. 

 

CIO seeks to understand the similarities and differences in the 

opinions of the ‘round table’ and an international agency, the 

World Economic Forum.  

  

Round table input 
Serious competition is called for 

 
Leaders from the Mexican business community were invited to 

comment on barriers to innovation. Five main topics were 

tabled; 

  

1. market concentration issues,  

2. the role of government,  

3. innovation or imitation,  

4. talent and  

5. changing the culture. 

 

                                                           
1 Financial Times London, June 21, 2017, Round table chaired by Jude Webber, Mexico and 

Central America Correspondent and hosted by Paulo Carreno, CEO of ProMexico.  
2 Re-thinking NAFTA and the capacity of innovation. Two similar countries and an outlier. What 

to do? June 3, 2017 
3 World Economic Forum 
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According to Rodrigo Becerera of Pemex and Adolfo Babatz of Clip, Mexico is a country of 

monopolies and oligopolies which dominate business by buying out start ups prior to initiating 

IPOs. He notes the dominance of a monopoly in the oil and telecom industries. The remedy is for 

the competition regulator to have more ‘teeth’. Similar comments could apply to the Canadian 

scene particularly in the telecom, financial and dairy industry sectors. 

 

Mexico spends barely 0.6 percent of its GDP on research and development much less than is 

NAFTA partners, particularly the U.S. Round table members comment that the government must 

intervene to establish the conditions for innovation; that only government could afford to lose so 

much money.  

 

Innovation or imitation, the latter being the current 

focus of the economy, and based on low wage rates. 

Imitation needs to be supplemented by innovation. 

Certainly, the growth in manufacturing has been driven 

by Mexico’s ability to imitate, eventually leading to 

dramatic improvements in quality. Bismarck Lepe 

(Wizeline) believes that innovation is ’20-30 years 

down the line’.  

 

The FT notes that while engineers are cheaper and 

more plentiful in Mexico than in Silicon Valley, others 

note that the number one problem for start-ups is the 

lack of engineers - says Federico Antoni (CLLVP). A 

conflict of opinion but the WEC is clear on this point.  

 

Evidently the public sector is burdened by a ‘heavy 

bureaucracy’ and a pay/performance system which 

does not recognize bonuses nor even performance 

reviews according to Rodrigo Becerra (Pemex). 

Similar comments apply to both Canada and the United States. 

 

 

 

 

WEC’s pillars of innovation 
The U.S. is highly ranked, Canada is 24th and Mexico has a big challenge to create the right 

conditions for innovation 
  

Each year the WEF reports on its assessment of global competitiveness by ranking, for 2016-2017, 

138 countries. Overall, the U.S. ranks 3rd in the world, Canada 15th and Mexico 51st. Only two 

countries stand ahead of the U.S.; Switzerland and Singapore. America is great by this standard! 

   

WEF comments 

Spending on R&D in Mexico 

ranks 76th 

The availability of engineers ranks 

55th 

Inefficient government 

bureaucracy ranks as a problematic 

problem in Canada, the U.S. and 

Mexico but in Mexico the greater 

problems are crime and corruption 

On-the-job training (apprentice 

type) may be more important than 

institutional education 
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CIO4’s interest is mainly in those rankings which relate to innovation and innovation management 

practices. The 12th pillar in this comprehensive and user-friendly report is entitled ‘innovation’ 

and comprises seven factors.  
 

12th pillar: Innovation 

Overall rank in 12th pillar5; out of 138 

countries 

 
U.S. 

4th 

Mexico 

55th 

Canada 

24th 

 

Capacity for innovation 

 
2 67 26 

Quality of scientific research institutions 
 

5 44 17 

Company spending on R&D 
 

2 76 29 

University-industry collaboration in R&D 
 

4 52 23 

Gov't procurement of advanced tech. products 
 

11 88 67 

Availability of scientists and engineers 
 

2 55 6 

PCT patents applications/million pop. 
 

10 60 19 
 

The U.S. ranks fourth behind three smaller countries6. Canada’s ranking has fallen over the past 

decade or so and now ranks 24th. In all other categories, the U.S. outranks its NAFTA partners by 

significant margins.  

 

The areas identified as a priority for the U.S, at least as indicated by this analysis, would be to 

increase its level of patent applications (intellectual property issues) and, to increase its 

government procurement of advanced tech. products. The standing in the latter category is almost 

unbelievable given the extent of military and other spending on technical innovation. Other than 

these two factors, the U.S. is viewed as highly competitive. 

 

The 9th pillar of the study, which has to do with ‘technological readiness’ shows a low rating for 

the U.S. at 14th, below thirteen other nations but well above both Canada which is ranked at 21st 

and Mexico at 73rd. Technological readiness is a broad category which covers the availability of 

latest technologies, firm-level absorption of technology, internet users, band width availability and 

the use of same. Of the thirteen countries ranking above the U.S., nine are from Europe, in this 

case, including the U.K. and Ireland. Hong Kong, Iceland, Singapore and New Zealand rank higher 

than the U.S. Pervasive access to the internet and the shift to mobile networks falls short within the 

NAFTA group.  

 

The 9th pillar, ‘technological readiness’, comes as a shock more to the U.S. than in Canada. 

Canada has a well-recognized oligarchy in the telecommunications industry but competition should 

be thriving in the U.S. While competition thrives in the U.S., the pervasive use of IT has yet to take 

hold – at least when compared to thirteen other countries.  

 

                                                           
4 Corporate innovation online 
5 Switzerland, Israel and Finland 
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The 11th pillar addresses ‘business sophistication’ where the U.S is fourth, Canada 24th and 

Mexico at the 45th slot. U.S rankings for all nine factors which go into this pillar are much better 

than either Canada and Mexico.  

 

An examination of the 12th pillar provides further insight into what should be done. 

 

• The quality of scientific research institutions, while very good in the U.S. is not so good in 

Canada and lags dramatically in Mexico. 

• Company spending on R&D, a perennial problem in Canada, is even worse in Mexico.  

• University-industry collaboration is lacking in both Canada and Mexico. 

• Government procurement of high tech. products is minimal in Canada and almost non-existent 

in Mexico. 

• Scientists and engineers abound in the U.S. and Canada but numbers seem minimal in Mexico. 

 

These five areas identify some of the priorities which should be on the table as one examines 

enhancements or modifications to the NAFTA. 

 

Problematic factors. 
Corruption and crime rank high in Mexico  

 

Perhaps more telling than the ‘pillars’ noted above are those factors which impact competitiveness 

and are referred to in the report as the ‘most problematic factors for doing business’. There are 

striking contrasts between the countries for the top seven factors for each country. 
 

U.S. Canada Mexico 

Tax rates Insufficient capacity to innovate Corruption 

Tax regulations Inefficient government 

bureaucracy 

Crime and theft 

Inefficient government 

bureaucracy 

Access to financing Inefficient government 

bureaucracy 

Restrictive labor regulations Tax rates Tax rates 

Inadequately educated work 

force 

Tax regulations Tax regulations 

Poor work ethic in national 

labor force 

Inadequate supply of 

infrastructure 

Access to financing 

Insufficient capacity to 

innovate 

Inadequately educated work 

force 

Inadequate supply of 

infrastructure 
 

 

The list while not complete – only the top seven are listed for each country – does make the point 

that tax rates and regulations are a common problem as is ‘inefficient government bureaucracy’ 

and an ‘inadequately educated work force’.  

 

Probing further into the reference to an inadequately educated workforce, it would appear that 

the ‘quantity of education matters much less to international competitiveness than does the 

‘quality of education’.  
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Perhaps what is more enlightening is that the most significant component is neither quantity nor 

quality but rather the on-the-job training provided by companies. The Nordic countries rank high 

on this list with Singapore being the not-from-Europe entry and in third spot.  The U.S. ranking 

is 14th, Japan is 17th and Canada in 22nd. On-the-job training, long a characteristic of European 

companies with apprenticeship-type programs – and historically in the U.K. – appears to be a 

differentiating factor. 

 

On-the job training may well be the turning point for these economies. The private sector usually 

is more flexible and motivated to make changes than is the education system since they are much 

closer to the micro economic and technological trends underway and can move more quickly to 

adapt their workers to changing conditions. A focus by governments at all levels on this type of 

training might well provide dividends long term and mitigate collateral damage caused by 

shifting trade arrangements. 

 

Ranking the U.S. as fourth in the area of ‘business sophistication’ will come as a surprise to 

American management. More surprising is that the fourth ranking is behind Switzerland, Japan 

and Germany. America, the birth place of the MBA degree and education for business, has 

clearly not kept pace with international competition – if one is to believe the ranking.  
 

For all three countries, the top seven ‘problematic areas’ set out include an ‘inefficient 

government bureaucracy’; a stated priority for the incoming regime in the U.S. but less so in 

Canada.  

 

Both the U.S. and Canada apparently have a problem with their ‘insufficient capacity to 

innovate’, which rating for the U.S. is difficult to believe. For Canada, there are currently 

hopeful more recent signs.   

 

Both Canada and the U.S. have an ‘inadequately educated workforce’. For Mexico, one is sure 

the same comment applies but the even greater issues are ‘corruption’ and ‘crime and theft’. 

Mexico has more basic issues to address than just focussing on educating their workforce. The 

U.S. and Canada, with the same problem could do well to both address the workforce issue with 

the objective of creating a NA-wide well-educated work force.  

 

Tax rates 
The U.S. has the highest tax rates but loopholes may make a difference 

 
The United States has, on paper, the highest tax rate of the three countries at 38.9%, but this may 

be about to change under Trump’s yet-to-be-approved tax plan. Corporate Tax Rate in the United 

States averaged 39.21 percent from 2000 until 2016, reaching an all-time high of 39.30 percent 

in 2001 and a record low of 38.90 percent in 2016 

 

Canada is at 26.5% and Canada averaged 38.79 percent from 1981 until 2016, reaching an all-

time high of 50.90 percent in 1981 and a record low of 26.10 percent in 2012 
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Mexico at 30%7 in, in Mexico averaged 34.43 percent from 1981 until 2016, reaching an all-time 

high of 42.00 percent in 1982 and a record low of 28.00 percent in 2007. 

 

Comparisons may change swiftly if the currently-tabled new tax legislation in the U.S. is 

implemented. Mexico and Canada will, no doubt, attempt to follow suit in order to remain 

competitive. 
 

Delegation 
A key characteristic of innovation management best practices. Mexico ranks 67th 

 

Interestingly, the final factor has to do with one of the ‘best practices’ of innovation 

management; the ‘willingness to delegate’8. Under this factor, the U.S. ranks 9th, Canada 11th and 

Mexico at 67th.  

 

By this criterion, Mexico has a long way to go to have the appropriate 

best practices for managing (and encouraging) innovation.  

 

The lack of willingness to delegate is a measure of not just the desire to 

‘delegate’ but pervades several other measures of ‘best practices’ for 

innovation management such as; decentralization, lack of a hierarchy, 

and willingness of management to use project teams which have 

authority.  

 

Most importantly, the willingness to delegate is a proxy for trust in an 

organization. One delegates if there is trust. The rating is therefore a bell weather of broader 

management problems which can inhibit innovation. 

 

The Nordic countries score high on the 

‘willingness to delegate’; on top is 

Denmark followed by Norway, Sweden 

and Finland in the top 5 with the 

Netherlands coming in third. Qatar is 7th 

and Switzerland is eighth. It is 

significant, and probably related, that 

the Nordic countries also score high on 

the quality of education and the 

provision of on-the-job training. 

 

 

 
 

                                                           
7 Trading Economics. January 2017 
8 For more information on this factor and its importance to innovation management best 

practices, please visit the web site; www.corporateinnovationonline.com 

Insights into innovation management 

• In Mexico, delegation – a key to best practices in 

innovation management – is rated very low. Nordic 

countries score high. Canada is 11th, the U.S. is 9th and 

Mexico is 67th. 

 

• More so than either the quantity or quality of education, 

it is the on-the-job training provided by employers that 

correlates with a higher ranking.  

 

European countries rank high, The U.S. is at 14th, 

Canada 22nd, and Mexico much lower. 

 

 


