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Introduction

Innovation has long been recognized as a
major driving force in economic growth
and social development.

Innovation and competitiveness have a
dynamic, mutual relationship because it
thrives in a competitive environment and
in turn, plays a key role in the
achievement of such an environment.
Innovation generates economic value,
new jobs and  improves  the
entrepreneurial culture. By virtue of its
relationship ~ with  competitiveness,
innovation emerges as a factor in
promoting economic growth.

The objective of Egyptian national
Innovation indicator Survey 2008 was to
assess whether the enterprises working in
different fields of economic activities
such as manufacturing and services, pay
high attention to the notion of innovation
and research and development or not.
Since innovation could play a major role
in developing the products and services
of any company, and due to the fact that
this process could take place within the
management, production, and/ or the

marketing processes, and it could be
provided from internal or external
sources, could take the form of new
techniques in production or new training
programs to the employees,...etc, it was
considered important that the
performance of the Egyptian companies
should be studied and analyzed.

Innovation

Innovation is a new way of doing
something. It refer to implementation
of a new or significantly improved
product (good or service), or process, a
new marketing method, or a new
organizational method in business
practices, workplace organization or
external relations.

Innovation activities

All scientific, technological, financial,
organizational and commercial steps
which actually, or are intended to, lead
to the implementation of innovations.
Some innovation activities are
themselves innovative, others are not



novel activities but are necessary for
the implementation of innovations.
Innovation activities also include R&D
that is not directly related to the
development of a specific innovation.

R&D and innovation

A second distinction can be made
between the concepts of innovation and
research and development (R&D). R&D
is concerned with the commitment of
resources by an enterprise to research
and the refinement of ideas aimed at the
development of commercially viable
products and processes.

The innovation concept is broader than
that of R&D. All R&D enterprises are
by definition innovative, but all
innovators are not automatically R&D
performers.

Main type of innovation

Oslo Manual defines four types of
innovations that encompass a wide
range of changes in enterprises’
activities: Product innovation, process
innovation, organizational innovation
and marketing innovation.

1-Product innovations

Introduction of a good or service that is
new or significantly improved with
respect to its characteristics or intended
uses. This includes significant
improvements in technical specifications,
components and materials, incorporated

software, user friendliness or other
functional characteristics.

New products are goods and services that
differ significantly in their characteristics
or intended uses from products previously
produced by the firm. The first
microprocessors and digital cameras were
examples of new products using new

technologies.

The development of a new use for a
product with only minor changes to its
technical specifications is a product
innovation. An example is the
introduction of a new detergent using an
existing chemical composition that was
previously used as an intermediary for
coating production only. Significant
improvements to existing products can
occur through changes in materials,
components and other characteristics that
enhance performance. The introduction
of ABS braking, GPS (Global
Positioning System) is an example of a
product innovation.

2- Process innovation

Implementation of a new or significantly
improved production or delivery method.
This includes significant changes in
techniques, equipment and/or software.

Process innovations include new or
significantly improved methods for the
creation and provision of services. They
can involve significant changes in the
equipment and software used in services-
oriented firms or in the procedures or
techniques that are employed to deliver
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services. Examples are the introduction of
GPS tracking devices for transport
services, the implementation of a new
reservation system in a travel agency, and
the development of new techniques for
managing projects in a consultancy firm.

3- Marketing innovation

A marketing innovation is  the
implementation of a new marketing
method involving significant changes in
product design or packaging, product
placement, product promotion or pricing.

Marketing innovations are aimed at better
addressing customer needs, opening up
or newly positioning a

new markets,

firm’s product on the market, with the
objective of increasing the firm’s sales.

4- Organizational innovation

Implementation of a new organizational
method in the firm’s business practices,

workplace  organization or external
relations.
Organizational  innovations can be

intended to increase a firm’s performance
by reducing administrative costs or
transaction costs, improving workplace
satisfaction (and thus labor productivity),
gaining access to non tradable assets (such
as non-codified external knowledge) or
reducing costs of supplies.



Methodology and instruments

Methodology

In order to conduct this study a random
sample of around 3000 enterprises were
interviewed, using a specially designed
questionnaire form (See appendix), the
following part describes the consequent
steps of the adopted methodology.

1- Design of the Study

The questionnaire used for the
enterprise  innovation survey  was
designed on the basis of the Oslo
Manual which describes how to collect
and measure the indicators needed to
assess national innovation performance
in the private sector. Based on a
questionnaire adapted from South
Africa, the Egyptian questionnaire was
translated while maintaining the same
codes. The adjustments were done by
the team prior to the starting of field
work.

The questionnaire was designed to
collect data about different
characteristics of enterprises from
different governorates and cities all
over Egypt. The frame of the sample
selection was drawn from the Egyptian
manufacturing federation according to
ISIC and represented all sectors of
Egyptian enterprises landscape.

2- Selection of the Sample and Field
Work

Enterprises which are located in new
manufacturing  cities were  also
included.

These new cities are 6 of October City,

El-Oubour City, 10th of Ramadan City,
Alexandria (Borg AlArab City). From
the Delta Region El-Mahalla ElKobra
City that represent the textile industry
and Damieta City that represents the
furniture industry. From Upper Egypt
the sample was drawn from EI-Minia
ElGedida and Assuit manufacturing
new City.



The field work contained the following
activities:

 The pre-test stage to test the
questionnaire (n= 150) and the design
of the sample.

» The selection of the field staff: Data
collection personnel were selected from
qualified staff of NCSCS, or from new
graduates who had prior data collection
experience.

* The task team trained these nominees
and provided an extra number of
candidates to allow for the attrition of
disqualified candidates.

* Innovation awareness documents were
also prepared.

* Filed reviewers, supervisor and
interviewers included females besides
males.

After the initial general office training
sessions, consequent training sessions
were held in small groups.

Pre-test field training was also
conducted and the questionnaires were
reviewed each day by the research team
and common mistakes were discussed
in the following morning. Selection of

field staff was based on their
performance and evaluation results
throughout the week.

The data collection process started after
the training phase. The field reviewers,
by definition, review the questionnaires
during the data collection process.
Reviewers were also instructed to visit
enterprises with researchers when in
doubt of the data.

Supervisors were responsible for the
stock of blank questionnaires and for
the collection of questionnaires after
they were reviewed by field reviewers.
They were responsible for the
distribution of the sample assigned to
the team among researchers.

The time estimated for this project was
six months for first draft report writing.
Three months for preparation to the
project and field work. Two weeks for
coding and validation. Three weeks for
data entry phase, three weeks for data
analysis and finally a month for first
draft report writing and documentation
for all phases of the study.

progress

Phase

1 month
2 month
3 month
4 month
5 month

6 month

Office
preparation

Questionnaire
Design

Pre-Test

Field Work

Office review,
coding and
validation

Data Entry
and re-
interview

Data Analysis

documentation

Report
Writing and




terms of sizes corresponds with the
actual distribution of enterprises across
Egypt. Response rate of enterprises is
98% from 3000 enterprises (target
sample). This means, 2943 enterprises
participated in the survey. The sample
distribution reflects the real local
distribution of all enterprises located in

Enterprises involved in the Survey
per Governorate

The following graphs give an overview
on the enterprises included in the survey
according to location and size. The
major part of enterprises is located in
the Cairo region (Cairo and Giza). Egypt.
Generally, the selection of the sample in

Figure (1)
Number of Enterprises involved in the Innovation Survey per Governorate
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Figure (2)

2007 size of enterprises involved in the Innovation Survey
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Enterprises which are part of large
group

The great majority of Egyptian
enterprises aren’t part of large groups
(about 84%), and the reaming
= enterprises (Abqut 16%) are part of

large group, they consist of two or more
legally defined enterprises under
common ownership. However each
enterprise in the group may serve
different markets, as with national or
regional subsidiaries, or serve different
product markets.
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Goods and service sold by enterprises

According to survey, enterprises which
sold goods and service in different
geographic regions are shown in figure
(4). Almost all (98.8%) of innovative and
non innovative enterprises sold goods

Figure (4)

and service inside Egypt .This percentage
1s extremely high comparing to other
geographic market like Africa, Europe,
Asia and America were cited by between
7.6 % and 3.6 % of innovative and non-
innovative enterprises.

Goods and service sold by enterprises

120%
0,
100% 98.8%
80%
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40%

% of all enterprizes
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Egypt Africa Europe

0%

geographic markets

(N =2941)
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[ — ——
Asia America Other
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Innovation activity

The purpose of this section is to improved user friendliness,
provide different types of innovation components, software or sub-systems)
activity (Product, process, marketing cited by 12.2%. Breakdown of product

and organizational innovation) that
encompass a wide range of changes in
enterprises’ activities.

innovation by new to the market, new to
the firm and unchanged. Majority of
product innovative enterprises (81.2%)
introduced new goods or services new
1- Product innovation to the firm. While, product innovative
enterprises introduced new goods or
services to new market cited by 54.3%,
while the unchanged were 2.1%.

Egyptian enterprises that introduced
product innovation (introduction to
market of a new good or service or a

significantly improved good or service Figure (6)
with respect to its capabilities, such as Breakdown of product innovation
Figure (5)
Enterprises that introduced product innovation
100% (N=335)
(N =2907) 81.2%
100% 80%
87.7%

80% 60% 54.3%

60% 40%

40% 20%

2.1%
20% 12.2% / 0%
i . New to the firm  New to the Unchanged
- [/ 4 market

0%
Product innovative  Non- product innovative
enterprises enterprises
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Responsibility for the development of
product innovation

The majority of product innovative
enterprises depend on themselves for
development of innovation product and
didn’t cooperate with other enterprises

as shown in Figure (7), 91% of product
Figure (7)

innovative enterprises developed by
within enterprise themselves and 7.5%
developed by cooperation with other
enterprises or institutions and the
remaining enterprises 1.5% develop it
mainly with other enterprises or
institutions.

Responsibility for the development of product innovation

100% 90.9%

80%
60%
40%

20%

% of product innovative enterprises

N (353)

7.4%
I -7
0%
Mainly enterprise or enterprise Enterprise together with other Mainly other enterprises or
group enterprises or institutions institutions
of product innovation Figure (8)

Origin of product innovation

Abroad (N = 352)

8.2%

National
91.8%



2- Process innovations

The analysis for survey clearly shows
17.8% of all enterprises performed
process innovation (use of new or
significantly improved methods for the
production or supply of goods and
services, while 82.2% of enterprises
don’t perform any process innovation
activity.

Responsibility for the development of
process innovation

The majority of process innovative
enterprises  (89.4%) depend on
themselves in development of process
innovations (within the enterprise or the
enterprise group), and 8.9 % with other
enterprises, while 1.7% of enterprises

Figure (9)
Enterprises that introduced process innovation

(N = 2940)
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2
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)
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depend on other enterprises or
institutions for development of process
innovation.

Figure (10)

Responsibility for the development of process innovation
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group enterprises or institutions institutions
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Origin of process innovation

88.9 % of process innovation originates
inside Egypt and 11.1% from abroad,
similar to pervious result obtained in
product innovation. Meaning, most of
enterprises depend on themselves for
introduced innovation and there are lack
in cooperation between enterprises and
others specially enterprises outside

Egypt.

Figure (11)

Origin of process innovation

Abroad (N=521)
11.1%

Natioanal
88.9%

3- Wider Innovation (organizational and marketing Innovation)

In recognition of the fact that technical
innovation (i.e. innovation in products
and processes only) may capture only a
small proportion of innovation outputs,
the survey included questions relating
to ‘wider’ innovation. In part, this
appears to have been driven by
concerns over the presumed lesser
relevance of technical innovation to
certain sectors, particularly services. By
exploring a wider set of technological
change activities (in the broader sense
of knowledge of tools and crafts, rather
than concerned with physical artefacts).

Wider innovation covers the following
activities:

* New or significantly improved
knowledge management systems to
better use or exchange information,
knowledge and skills within your
enterprise.

* Major changes to the organization of

work within the enterprise, such as

changes in the management structure or

integrating different departments or

activities.

 New or significant changes in the

external relations with other firms or

public institutions, such as through

alliances, partnerships, outsourcing or

sub-contracting.

 Significant changes to the design or

packaging of a good or service

* New or significantly changed sales or

distribution methods, such as internet

sales, franchising, direct sales or

distribution licenses.

The following figure (12) shows that,
around 77.9 % of innovative enterprises
have wider innovation while 27.1% of
non-innovative enterprises have wider
innovation.
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Figure (12)
Wider innovation in enterprises

100%

77.9%

80%

60%

40%

20%

0%
Wider innovation in innovative
enterprises

27.1%

Wider innovation in non-
innovative enterprises

36.9%

Wider innovation in all
enterprises

Organizational or marketing Innovation per enterprises

There was a direct relationship between
innovative enterprises and marketing and
organizational (wider) innovations where
the value increased of case in innovative
enterprises but was decreased in non-
innovative enterprises as shown in figure
(13), it shows that 68.2% of innovative

Figure (13)

enterprises  introduced  organization
innovation and 66 % of innovative
enterprises introduced marketing
innovation while about 20 % of non-
innovative enterprises introduced
marketing innovations and organizational
innovation

Enterprises that introduced organizational or marketing Innovation

M introduced organization innovations
80%
70%
60%

68.2% 66%

50%
40%
30%
20%
(N=517)

10%
0%

Innovative enterprises

introduced marketing innovations

21.9%

17.2%

(N=2384)

Non-innovative enterprises
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Innovative enterprises that cited by about 71% of innovative

introduced organizational innovation enterprises. The next most important
and the importance of results effect was to improved quality of goods

or services about 68%, and the other
Figure (14) shows importance of results (Improved  employee  satisfaction,
for  innovative  enterprises  that improved market share and reduced
introduced organizational innovation. costs per unit output) were cited by
The highly important factor appeared to between about 60% and 27% of
be reduced time to respond to customer innovative enterprises.

or supplier needs reducing which was

Figure (14)

Innovative enterprises that introduced organizational innovation and the importance of results

(N=403) B High B Medium ¥ Low Not relevant

Reduced time to respond to
customer or supplier needs

Improved quality of your
goods or services

Improved employee
satisfaction and/or reduced 244 59
rates of employee turnover

;;’_-. Improved market share 218 62

-
ol
-

ol

Reduced costs per unit

output 109 153

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

% of innovative enterprises

285 40

277 41

100%



4- Ongoing or abandoned innovation
activities

Ongoing or abandoned innovation
activities included the acquisition of
machinery, equipment, software,
licenses, engineering and development
work, training, marketing and research
and experimental development (R&D)

Figure (15) provides information on the
ongoing or abandoned innovation
activities 1in innovative enterprises,
there were 18.4% of enterprise have
abandoned innovation activities to
develop product or process innovations,
while enterprise have still ongoing
innovation activities to develop product
or process innovations was cited 64.2%.

Figure (15)

Ongoing or abandoned innovation activities in innovative enterprises

70%

60%

50%

40%

30%

% of innovative enterprises

18.4%

20%

10%

abandoned

(N=515)
64.2%

still ongoing



Financial support for innovation activities

Financial support for innovation activities

The financial support for innovation
activities was quite limited. Figure (16)
provides information on enterprises that
received  financial  support  for
innovative activities. Only 4% of
innovation activities received financial

Figure (16)

support from National funding agencies
and 3.8% from national government and
foreign government/ public sources.
While, 3% from Metros and
municipalities and about 1% received
financial support from governorate.

Financial support for innovation activities

5%

4%

% of innovative enterprizes

Metros and
municiplities

Governorate

(N=503)

4.0%

3.8% 3.8%

3.0%
3%
2%
1.0%
. -
0%

National National Funding Foreign
government

government/puplic
sources

Agencies
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Types of innovation activities

Now asking about the type or the nature
of these innovation project shows that
the majority of enterprises are active in
innovation efforts related to the
acquisition of new  machinery,
equipment or software (see figure 17).
The second and third most common

training and in-house R&D. As
expected, only 31.8% (Extramural
R&D) and 33.2% (Acquisition of
external knowledge) of all innovation
active enterprises are cooperating with
external partners like other enterprises
or R&D institutions when engaging in

types of innovation activities are innovation activities.

Figure (17)
Types of innovation activities

(N=509)

Acquisition of machinery, equipment and software 84.30%

Intramural (in-house) R&D expenditure 74.10%

Training [ 74.60%

Market Introduction of Innovations 59.90%

53.40%

Other activities (including design)

Acquisition of other external Knowledge _ 33.20%

Extramural or outsourced R&D 31.80%

0.00% 20.00%  40.00% 60.00%  80.00% 100.00%
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Sources of information

There has been considerable recent
discussion in the innovation literature
about the generation of innovation ideas
and the use, and relative importance, of
various sources of information. Of
particular concern has been the balance
between internal and external sources of
information, and, amongst external
sources, the balance between public and
private information sources. With this
in mind, figure (18) outlines survey
responses to a question relating to the
use and perceived importance of a
variety of potential sources of
information for innovation.

Regarding the sources of information
used when planning or implementing an
innovation activity, we will take a
special look at the cooperation partners
from research institutions.

There are three sources of information:

* Internal: from within the enterprise
itself or from other enterprises within
the enterprise group;

* Market: from suppliers of equipment,
materials, components or software |,
clients or customers, competitors or other
enterprises , consultants, commercial labs
or private R&D institutes;

* Institutional: from universities and
government or public research; or

* Other: from conferences, trade fairs,
exhibitions, scientific journals and
trade/technical publications, professional
and industry associations.

Nearly 58.1% of all innovative
enterprises rated the sources of
information within the enterprise (or
enterprise group) as highly important
for innovation activities. The clients and
customers represented a major source of
information for 46.5% of innovative
enterprises, followed by the suppliers
(40.4%), the competitors (28.2%) and
for institutional sources we can find
university and  higher education
institutions (6.4%).

The most important partners for
innovation come from within the
enterprise or own enterprise group,
meaning that Egyptian enterprises
prefer in-house R&D activities. Closely
followed by cooperation with clients or
customers as well as suppliers which
indicate a very good networking
between enterprises and a good
cooperation within a companies supply
chain.

20



As expected, R&D institutions and partners for an enterprises innovation
universities are the least important activities.

Figure (18)
Importance of information resources for innovation

(N=505)
Sources within your enterprise or enterprise 49
group
Clients or customers 236 92

Suppliers of equipment, materials, components

204 116
or software
Competitors or other enterprises in your sector 142 129
Conferences, trade fairs, exhibitions 121 235

Consultants, coml_nerf:lal labs or private R&D 105 262
institutes

Scientific journals. ant'i trade/technical 279

publications

Professional and industry associations 339

Government or public research institutes 375
Universities and higher education institutes 376

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Medium ¥ Low Not Used
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Effects of Innovation

Regarding the effects of innovation
attempts and activities draws a more
differentiated picture. Many enterprises
stated very great impacts of innovation
activities in terms of successfully
entering new market or increasing their
market share, increasing product or
service  quality, improving  the
flexibility of production processes and
services and increasing the general
capacity of production processes or
services. Innovation had less effect on
labor costs and savings in materials or
energy.

Enterprises were asked to rank a
number of drivers for innovating on a
scale from ‘not relevant’, through ‘low’,
‘medium’ or ‘high’ impact as s shown
in figure (19).

For proportion of innovation active
respondents who answered ‘high’ in
each category The most significant
impact appeared to be Improved quality
of goods or services , which was cited

by about (74.1 %) of enterprises with
innovation activity. The next most
important effect was improved flexibity
of production (64.8 %), while Increased
range of goods or services, Entered new
markets or increased market share,
Increased capacity of production, Met
governmental regulatory requirements
and Reduced environmental impacts
ranging from 55.9% to 31.5.

The lowest level of impact (rated as
highly important) was reduced labour
costs per unit output and reduced
materials and energy per unit which was
cited by 18.6 % and 18.4% respectively.

Innovation indeed seems to pay off for
the major part of innovative companies.
Increasing market shares has a direct
effect on the financial income of a
company and pays off for the
investment in the innovation activity on
the long run.

22



Figure (19)

Effects of Innovation
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Barriers to Innovation

Beyond resource considerations (as
indicated by skills and expenditures) the
academic literature 1is increasingly
concerned with the extent to which
perceived barriers to innovation hinder
innovative activity. Here perceptions
are more important than any objective
measurement of constraints. If firms
perceive of a difficulty, they are likely
to react to it regardless of its objective
basis. To date, much of the debate
(often focused upon smaller firms) has
been concerned with the existence of
financial constraints to innovation.
However, more recently there has been
an increasing tendency to argue that
firms are, in fact, ‘know-how’
constrained, rather than financially
constrained.

That is, access to adequately qualified
personnel may be the principal barrier

to innovation for most firms. Data from
the survey allows us to explore these
1SSues.

The analysis for Egypt clearly shows,
that the most important reason for the
decision, not to innovate are still
financial reasons. Lack of funding by
the own enterprise or the enterprise
group as well is one of those reasons,
and additionally the innovation costs
are considered as too high.

Factors having a very low impact on a
negative  innovation decision  are
difficulties in finding partners for
innovation or uncertain demand and
market situations. An issue which is not
yet clearly outlined, but does have a
slight impact is the lack of qualified
personnel.
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Figure (20)

Barriers to Innovation — Answers across all sectors

(N=2928)

Lack of funds within your

R 1255 890
enterprise or group

Innovation costs too high 1165 920

Lack of finance from sources
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Intellectual property rights

Intellectual property rights (IPR) are
the link between innovation, inventions
and other intellectual creations and the
market. Applying for a patent, for
example, makes an invention public but
at the same time gives it protection.

Enterprises that secured a patent in
Egypt or applied for at least one
outside

Figure (21) provides information on
enterprises that secured a patent in
Egypt or applied for at least one outside
Egypt , there were 5.2% of all
enterprises  (innovative and non-
innovative) secured a patent in Egypt
and 3.3 % of all enterprises applied at
least one patent outside Egypt.

Enterprises that made use of

- intellectual property right

g_é' 2@;‘)_'_-shows the shares of these
ion methods for innovative
y "I e most common

4 W aleg
-

r' vl

whilel8.6 % of enterprises registered
industrial designs.
Figure (21)

Enterprises that secured a patent in Egypt or
applied for at least one outside

6% (N=514)

5.2%

5%
4% 3.3%
3%
2%

1%

% of innovative enterprises

0%

Secure a patent in EGYPT  Apply for a patent outside of

EGYPT

Figure (22)
Enterprises that made use of intellectual
property right

(N=514)

Grant a licence on any

intellectual property rights - 8.9%
resulting from innovation

Claim copyright - 6.9%
36.8%

Register an industrial design - 18.6%

0%

Register a trademark
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Cumulative findings of innovation indicators

Innovation takes place through a wide
variety of business practices. The
majority of the survey is concerned with
innovation through new and improved
products and processes and with the
investments that develop and implement
them.

An analysis of those enterprises, which
indicated innovation activities shows

Figure (23)

that about 17.8% of Egyptian
companies are active in either process
innovation or product innovation
(Technological innovation) and 36.9 %
of Egyptian companies are active in
wider innovation (Non-technological
innovation). If wider innovation
activities are integrated into the
analysis, the innovation shifts to a total
number of 40.1% (figure23).

Innovation enterprises

45%
40%
35%
30%

25%

15% 12.2%

10%
5%
0%

Product innovation Process innovation

Innovative
Enterprises

Technological innovation

40.1%
36.9%

17.8%

Wider innovation cumulative percent
of innovation

Non- enterprises

technological
innovation
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Innovation per Sector

Looking at the differences of innovation Almost 22.5% of service companies
activities per sector, the analysis indicate innovation activities compared
outlines a higher percentage of to 17.0% in the industry
innovation activities in the service (manufacturing) sector.

sector.

Figure (24)

Innovation active enterprises per sector

90% 83.0%
30% 77.5%
70%
2
-g 60%
£ 50%
Q
= 40%
]
® 30% 22.5%
20% 17.0%
0%
Industry Services
B innovative enterprises Non- innovative enterprises
e ::‘_ -
S
e ;
ﬁaﬁuﬁdgﬁuﬁj@g’jﬁeﬁpp - followed by innovation in
vel of ISIC R ?:;! - manufacturing of Food, Beverages and
S ] N i ¢

» quarter  Tobacco (14.0%) and the other
: - manufacturing, the innovation activity
~ were cited by between about 13.8%
' X - 9 5 0 o
- and :'6 % 'of innovative enterprises in
\dustry sector.

|'
il 1r' i) 28



Figure (25)
Proportion of innovative enterprises in industry sectors

(N=428)

Textile, Wearing Apparel and Leather Industries 28.7%

Food, Beverages and Tobacco _ 14.0%

Basic Metal Industries

Manufacture of Fabricated Metal Products,
Machinery and Equipment

Chemicals and Chemical, Petroleum, Coal, Rubber _
and Plastic Products

Wood and Wood Products, Including Furniture

Manufacture of Non-Metallic Mineral Products, - 3.7%
except Products of Petroleum and Coal e

Paper and Paper Products, Printing and Publishing - 3.7%

Other Manufacturing Industries . 2.6%

0.0% 10.0% 20.0% 30.0% 40.0%
% of industry innovative enterpreses

é orates are Beni Suef (42.8%) and
niﬁa (38 3%). Quena and Asyut
%,{‘ ﬁ surprisingly low innovation rate
-iny 4.0%.
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w 29

?’ {1 \ '\
NN

u .



made up the greatest part of companies
involved in the study overall, is located

Figure (26)

at the average level in the middle of all
innovative regions.

Ratio of innovation-active enterprises per region

38.3%

27.8%

45% 42.8%
| 27.9%

40%
35%
30%
25%
20%
15%
10%
5%
0%
&Q @Q ‘)\@ @@’b 0\0 éq?

\‘° ©
& ¥® ‘7065‘ ©

25.2%

It will be interesting to see, what are the
reasons for the different performance of
Egyptian governorates in terms of
innovation activities. Further analysis
il ‘be done in order to take a closer
: ook  the different types of innovation,
e sources ,-uf* mferma on, company

as 1 .:F mpermg

19.7%

20.0%
17.3% 17.0% 16.6%
I I 14.6%

Q

12.1%
10.0%

I I 4.5%  4.0%

@ o
\“"(5“,0‘&0“"?‘7\

in figure (26), starting with the two
most innovative regions at the bottom
and going up to the two least innovative
regions at the top.

Looking at the two most innovative
governorates shows, that a greatest part
of the innovation active companies are
the micro and small enterprises. Within
most regions, the small enterprises

between 6 and 49 employees do
{?erfonn the greatest part of all

ovation activities.
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Figure (27)

Innovation-active companies and their size distribution within regions
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Executive summary

Innovation has long been recognized as
a major driving force in economic
growth and social development.
Innovation and competitiveness have a
dynamic, mutual relationship because it
thrives in a competitive environment
and in turn, plays a key role in the
achievement of such an environment.
Innovation generates economic value,
new Jobs and improves  the
entrepreneurial culture. By virtue of its
relationship ~ with  competitiveness,
innovation emerges as a factor in
promoting economic growth.

the objective of Egyptian national
Innovation indicator Survey 2008 was
to assess whether the enterprises
working in different fields of economic
activities such as manufacturing and
services, pay high attention to the
notion of innovation and research and
development or not. Since innovation
could play a major role in developing
the products and services of any
company, and due to the fact that this
process could take place within the
management, production, and/ or the
marketing processes, and it could be
provided from internal or external
sources, could take the form of new

techniques in production or new
training programs to the
employees,...etc, it was considered
important that the performance of the
Egyptian companies should be studied
and analyzed.

In order to conduct this study a random
sample of around 3000 enterprises were
interviewed, using a specially designed
questionnaire form, the questionnaire
used for the enterprise innovation
survey was designed on the basis of the
Oslo Manual which describes how to
collect and measure the indicators
needed to assess national innovation
performance in the private sector. Based
on a questionnaire adapted from South
Africa, the Egyptian questionnaire was
translated while maintaining the same
codes. The questionnaire was designed
to collect data about different
characteristics of enterprises from
different governorates and cities all
over Egypt. The frame of the sample
selection was drawn from the Egyptian
manufacturing federation according to
ISIC and represented all sectors of
Egyptian enterprises landscape.
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The response rate of enterprises was
98% from 3000 enterprises (target
sample). This means, 2943 enterprises
participating in the survey, the sample
distribution reflects the real local
distribution of all enterprises located in
Egypt. Concerning the size of
enterprises included in the study, the
great majority are micro (1-5) and small
(6-49) enterprises. This ratio reflects the
situation of the Egyptian economy,
which 1s mainly based on the
performance of very few big
internationally acting companies and
depending highly on the economic
performance of a very high number of
very small companies.

Out of the Egyptian enterprises, 12.2%
introduced product innovation
(introduction to market of a new good
or service or a significantly improved
good or service with respect to its
capabilities, such as improved user
friendliness, components, software or
sub-systems) and 17.8% of all
enterprises performed process
innovation (use of new or significantly
improved methods for the production or
supply of goods and services.

The innovation originates mainly in
Egypt and most of enterprises depend
on themselves for introducing product
innovations. The majority of innovative
enterprises depend on themselves in
development of innovations (within the
enterprise or the enterprise group). The
most important partners for innovation
come from within the enterprise or own

33

enterprise group, meaning that Egyptian
enterprises prefer in-house R&D
activities.  Closely  followed by
cooperation with clients or customers as
well as suppliers which indicate a very
good networking between enterprises.

There was a direct relationship between
innovative enterprises and marketing
and organizational (wider) innovations
where the value increased in case of
innovative enterprises (77.9 % ) but was
decreased in non-innovative enterprises
(27.1%).

The analysis for Egypt clearly shows,
that the most important reason for the
decision, not to 1nnovate are still
financial reasons. Lack of funding by
the own enterprise or the enterprise
group as well is one of those reasons,
and additionally the innovation costs
are considered as too high.

In conclusion, an analysis of those
enterprises, which indicated innovation
activities shows that about 17.8% of
Egyptian companies are active in either
process  innovation or  product
innovation (Technological innovation)
and 36.9 % of Egyptian companies are
active in wider innovation (Non-
technological innovation). If wider
innovation activities are integrated into
the analysis, the innovation shifts to a
total number of 40.1%.
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