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Foreword

exico is at a critical moment in its history, and
M in its relationship with the United States. Over

a billion dollars crosses the border every day.
The sweeping reform agenda implemented by President
Pefia Nieto has opened the Mexican economy to new
growth opportunities, and newly-competitive markets
are making Mexico a serious global player.

The innovation industry is contributing to the expan-
sion of a knowledge-based economy in Mexico. Mexican
innovators are being unleashed with private and public-
sector policies helping the industry to grow.

Yet this is rarely the story told about Mexico, par-
ticularly in the United States these days. Election year
politics around our Mexican neighbors has devolved into
ugly, divisive rhetoric. Headlines cover only the worst
news to come out of Mexico. There is no doubt that the
country faces difficulties tackling crime, violence, and
impunity; but it is not the only story to be told.

Mexico is on the rise.

It is for this reason that the Latin America Center is
spearheading an initiative on the innovation industry in
Mexico. The creative minds of Mexico are fast becom-
ing entrepreneurs. Federal and local governments are
proactively creating policies to help expand the growth
of the knowledge economy. A lack of funding remains a
serious obstacle but hope is on the horizon.

This report—informed by a series of Atlantic Council
Google Hangouts—takes a first-hand look at the innova-
tion story in Mexico and offers recommendations for
how Mexican companies, innovators, and the govern-
ment can create a more robust innovation sector.
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The time is long
overdue to focus
on a side of
Mexico that we
rarely hear about:
the creative,
inventive, and
globalized Mexico.

en years ago, the cover of Wired
I magazine featured the story of four

undocumented high-school stu-
dents from Mexico who beat the world’s
best engineering school—Massachusetts
Institute of Technology—in a robotics
competition. In 2013, the same magazine
ran the headline “The Next Steve Jobs?”
with a story that involved a Mexican
primary school teacher whose innovative
teaching methods led his students to the
country’s highest standardized testing
scores.

These stories showcase the talent and
creative prowess of the Mexican people.
Most importantly, they remind us that
Mexico is more than meets the eye: It is a
nation bustling with entrepreneurial and
innovative spirit. With a territory large
enough to fit thirty-five European nations,
Mexico is adapting to massive technologi-
cal changes and new global opportunities.
To thrive, the country is working to move

beyond commodities, natural resources,
and exclusively low-skilled manufacturing.

It is a challenge, but one in which prog-
ress is being made. The public and private
sectors are in the midst of a comprehensive
approach to move into a knowledge-based
economy. Research and partnerships are
being fostered to accelerate innovation,
support entrepreneurs, and create high-
impact businesses. In the end, a prosperous
Mexico is not only good for Mexicans
but also for the United States and North
America as a whole.

The time is long overdue to focus on a
side of Mexico that we rarely hear about:
the creative, inventive, and globalized
Mexico. The following pages—in telling the
story of some of Mexico’s most exciting,
high-impact innovators and entrepre-
neurs—highlight the country’s journey to
become an innovation nation and provide
recommendations of how to reach the
next frontier.

The Peia Nieto
administration has pursued
efforts to foster a more
innovation-friendly
ecosystem. Here, President
Pefia Nieto speaks at the
anniversary of the Mexican
Constitution.
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Mexico’s
Turning Point

exico is quickly changing, and not only because
of its innovation industry: The country is on track
to become one of the ten largest economies in
the world within a decade. It already makes up nearly

25 percent of Latin America’s market and is the second-
largest trading partner of the United States. With a young
and growing middle class and an average 2.5 percent

real growth rate over the last four years, Mexico is quickly
taking the title of the most popular investment destina-
tion in the region.!

From 2012-14 Mexico embarked on one of the most
ambitious structural reform programs in its history,
strengthened by an unprecedented political pact between
its three major parties. In the last three years, it success-
fully opened the energy and telecommunication sectors
to increase competition and foreign investment, reduced
bureaucracy and regulatory obstacles, strengthened its
financial and banking sectors, and launched an aggres-
sive education system overhaul. This litany of changes has

Marcus Dantus, a serial

Mexican entrepreneur, gives

a presentation on the links
between entrepreneurship and
innovation at a Campus Party in
Jalisco (July 2015).

helped Mexico secure a spot on the global stage.

Hanging Out with
Mexican Innovators

ducted to inform this publication,

hundreds of people tuned in to hear
innovators, investors, and entrepre-
neurs discuss Mexico’s experience
fostering innovation-friendly policies,
as well as their personal journeys.

I n a series of Google Hangouts con-

PABLO SALAZAR ROJO is Managing
Partner of NXTP Labs in Mexico. Prior
to joining NXTP labs he co-founded
Naranya Ventures, a new investment
fund for mobile and digital solutions.
He believes that Mexico’s entrepre-
neurial culture is exploding and is now
working to connect funders, mentors,
corporations, universities, and govern-
ment agencies to foster innovation.

MARCUS DANTUS is the Founder of
StartUp Mexico—the first super-cam-
pus for entrepreneurship in Mexico.

He has applied his experience
educating entrepreneurs on how to
create products and services that can
solve world problems, while build-
ing companies that are capable of
sustained growth.

HUGO MORENO is the Founder of Ver
de Verdad, the first chain of inexpen-
sive optical products in Mexico. It has
twenty-five branches and 112 employ-
ees across five cities. In 2013, the
company was awarded the National
Quality Award, the highest recognition
given by the President of the Republic
to an organization for its innovation and
competitiveness. He represents a vivid
example of the enormous opportunity
that Mexico offers to those who under-
stand the population’s needs and are
finding innovative ways to address them.
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LINDA FRANCO is the Co-Founder
and CEO of Machina, a wearable tech-
nology company that creates clothes
that are fashionable yet designed to
incorporate the latest gadgets. She
believes that Mexico’s innovation
ecosystem has all of the necessary
ingredients: talent, inspiration, and
opportunities. However, more funds
need to be pushed into the high-
impact start-up world.

CARLOS GOMEZ ANDONAEGUI is
Co-Founder of Nebia, a company
revolutionizing the shower by decreas-
ing water usage. Working between
Mexico and San Francisco, Carlos has
shown the benefits of a two-country
approach, involving designs from
Mexico, funding from the United
States, and the potential of cross-
border manufacturing.
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Campus Parties
—which

usually last

a weekend—
are some of

the biggest
gatherings

for young
entrepreneurs
seeking to share
their stories and
find start-up
capital (July
2015).

But Mexico still faces severe economic and social
challenges. According to the National Council for
the Evaluation of Social Development Policy, about
half of the population lives in poverty with unequal
access to basic services. A recent surge in drug-
related violence and crime has stained the country’s
international reputation and damaged tourism. Low
productivity growth, particularly in small business
and the nontradable sectors, is one of the primary
barriers to competitiveness.

Still, Mexico seems to have reached a long-awaited
turning point. Much has been done recently to improve
the business environment, while maintaining mac-
roeconomic stability. Investors and analysts alike
consistently applaud Mexico’s fiscal and monetary

4 ATLANTIC COUNCIL

discipline. According to the World Bank’s “Doing
Business” report, which measures business regula-
tions and enforcement in economies across the world,
Mexico ranked thirty-eighth globally in 2016, up four
spots from the previous year.?

Even during a time of economic volatility, the Mexican
Central Bank has managed to keep prices stable.
Last year’s 2.2 percent inflation rate was the lowest
in history. While public debt is mounting, reaching
46.9 percent of gross domestic product (GDP) in 2015,
it still compares favorably with Latin America’s average
of 55.6 percent.® So what can be expected from a coun-
try that combines macroeconomic stability, a dynamic
business environment, new competition in key sectors,
and a young and talented population? A lot.
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arcus Dantus, CEO of Start-up Mexico is a
serial entrepreneur who brings decades of
experience creating, managing, and mentor-
ing start-ups both in Mexico and the United States.
Start-up Mexico is the country’s first entrepreneur-

ial super hub designed to foster collaboration and
innovation for newly created companies: “Mexico has
a larger percentage of new businesses as a propor-
tion of existing business when compared to the most
developed nations,” Dantus told an Atlantic Council
Google Hangout audience on December 4, 2015.
Indeed, according to the Organisation for Economic
Co-operation and Development’s (OECD) latest
Entrepreneurship at a Glance, compared to developed
economies, Mexico registers double the average enter-
prise birth rate, comprising 21 percent of the country’s
economy.

The reason for this is simple: Starting a business in
Mexico is becoming easier. Historically, the country’s
entrepreneurs have faced three major barriers: high
administrative burdens, restricted access to financing,
and limited opportunities in certain sectors. But while
some issues persist, the progress is outstanding.

A recently approved Corporations Act will make it
possible to register a company in just one day. This new
law also eliminates the costly requirement of public
notary involvement in opening a business. On par with
improved legislation, the government’s ongoing initia-
tives to digitize and modernize regulatory burdens have
helped to address some of the concerns around start-
up costs.

On the credit side, the number of Mexico-focused pri-
vate equity and venture capital funds tripled between
2010 and 2014, while the capital stock has more than
doubled.’ The Financial Reform of 2014 will continue
to raise capital availability for small- and medium-sized
enterprises (SMEs), as it makes available new tools and
services aimed at supporting productive businesses.

By lowering the cost of electricity tariffs and
making gasoline more affordable, energy reforms have
boosted national competitiveness in the last two years.
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action, corporate involvement, academic
excellence, and vibrant technological
communities, Jalisco has positioned itself
as a center of investment in technology and
innovation.

Almost two decades ago, electronics com-
panies including Motorola, Kodak, Intel, and
IBM began to settle in Jalisco, creating the
basis for the region’s technological develop-
ment. The state is also home to some of the
country’s most advanced research centers,
particularly in the fields of electronics, biotech-
nology, and genetics.

Every year, six thousand new engineers,
designers, and developers join the labor force.
Jalisco’s top twenty universities attract an
enormous pool of talent—including seven
thousand international students—making it one
of Mexico’s top educational destinations.

With more than two hundred investors, eight
innovation centers, and several technology and
software parks, more than two thousand start-
ups have been launched in the last decade.
The state government’s Ministry of Innovation,
Science, and Technology—so far, the only
one in Mexico—has adopted an “ecosystem”
approach, laying the groundwork for a knowl-
edge economy.

In 2015 alone, Jalisco hosted a series of
high-profile entrepreneurship and innova-
tion events, including Campus Party Mexico,

a hackathon supported by the Inter-American
Development Bank, the Start-up Weekend
World meeting, and the government-led
Digital Creative City series.®

T hrough a combination of government
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Mexicans already have
the ‘chip’ for creating new
companies, but institu-
tions such as the National
Autonomous University of
Mexico (pictured) should
keep playing their part
(February 2015).

How can Mexico
transition from its
entrepreneurship-
driven economy
to an innovation-
driven economy
of scale?
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Likewise, telecommunications reforms
that lowered fixed and mobile phone
service prices and improved service
quality and coverage have helped
create a more permissive business
environment. Even more crucial for
entrepreneurial activity was the open-
ing of these sectors to private—and
foreign—investment.

“Mexico produces more engineers
per capita than anyone in the world, our
creative class is growing, and the entre-
preneurial culture is exploding,” noted
Marcus Dantus.” Reports by the OECD
show that, compared to other developed
nations, Mexicans display an above-
average propensity for entrepreneurship.
Why? Perhaps due to confidence in
their knowledge and skills with little
fear of failure. “Mexicans already have
the ‘chip’ for creating new companies,”
says Dantus. “The problem is that they
seldom become big companies.”

Jorge Soto, who was selected as one
of the top-ten Mexican innovators by
Time magazine, believes that Mexico
still has a long way to go in building

a business ecosystem that promotes
innovation and growth. “Almost 90 per-
cent of Mexico’s 500 largest companies
were founded at least fifty years ago.
In the US, 45 percent of the top New
York Stock Exchange companies did
not exist 30 years ago,” he noted in a
2013 presentation. Soto, who is currently
“developing a simple, non-invasive,
open-source test for early detection
of multiple forms of cancer,” has called
for a deep reconceptualization of the
country’s entrepreneurial capabilities.
“In Mexico, scalability of new ventures is
almost nonexistent,” he said.®

Indeed, while Mexicans have made
strides in starting companies, growing
them seems to be far more difficult. As
the data show, after almost a decade of
fast-paced entrepreneurial activity, Mexico
has yet to generate a greater number
of medium-sized companies, capable of
reaching other markets. How can Mexico
transition from its entrepreneurship-
driven economy—where SMEs account
for two-thirds of all employment®—to an
innovation-driven economy of scale?
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0 move beyond mere entrepreneurship, Mexico

I can learn a lesson from across the ocean. Israel,

a country with less than 10 percent of Mexico’s
population manages to attract more than $2 billion in
venture capital annually and produces 600 percent more
patents than Latin America’s second biggest economy.
Start-up Nation, by Dan Senor and Saul Singer, chronicles
Israel’s impressive entrepreneurial success—the country
with the most start-ups worldwide as well as one of the
most vibrant tech start-up clusters.

But Israel is not only successful in entrepreneurial ven-
tures—with the largest number of companies listed on
the NASDAQ outside of North America and the highest
level of venture capital as a share of GDP globally™®—it is
also a leader in innovation. It boasts the world’s highest
gross expenditure on research and development (R&D)

FIGURE 1.

Percent of GDP in R&D

United
States

Israel Finland Japan

Germany France

Source: OECD.
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at 4.3 percent according to the OECD (see figure 1). The
country produces the highest number of patents—about
14,000 in 2014 compared to 2,700 in Mexico. The 2015
Bloomberg Global Innovation Index placed Israel among
the five most innovative countries in the world.

What Israel, Finland, South Korea, and other leading
economies seem to understand is that the only driver
of long-term economic growth is not entrepreneurship,
but innovation—the creation of new products and ser-
vices that the rest of the world needs and wants. Every
country claims to be fostering a culture of innovation,
but very few countries succeed in launching their own
clusters, start-ups, or revolutionary technologies.

“The process of translating an idea into something
that customers will actually pay for,” says Pablo Salazar,
Managing Partner at Nxtp.Labs (the most active acceler-
ation and early stage fund in Latin America), “this is how
we define innovation from the funding side.” He believes
that for innovation to create value it requires different
types of support in various stages. “We have invest-
ments in many industries, from agriculture to satellites,
and have seen innovators in almost every field you can
imagine: finance, human resources, advertising.”"

So, how can Mexico improve its chances for this kind
of innovation? What is the recipe for transitioning from
a start-up nation to an innovation nation? According
to Senor and Singer, Israel’s formula is rather simple:
tight proximity of research universities, large firms, and
enterprises; a talent pool drawn from around the world;
an ecosystem of venture capital; and government-led
R&D funding.

Thus, the real drivers behind Israel’s innovation suc-
cess go beyond pure entrepreneurship. Collaboration
amongd the government, the private sector, and educa-
tion institutions is critical. Also, as researchers have
found, once enough start-ups, investors and researchers
are concentrated in one place, it becomes a magnet
for innovation.” In other words, what Mexico should
learn from Israel is that high-growth start-ups require a
nurturing, systemic, and cluster-type approach to reach
critical mass. The state of Jalisco is perhaps Mexico’s
best example of this approach (see box, p. 5).
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‘ The process of translating an idea
into something that customers will
actually pay for—that is how we
define innovation from the funder’s side,”
says Pablo Salazar.® He believes that for
innovation to flourish it requires different
types of support, in various stages, and
stemming from different sources.

With the creation of an Under
Ministry of Small and Medium
Enterprises in 2001, Mexico began to
promote and coordinate innovation
policies, with the objective of catalyzing
business creation, generating new jobs,
and accelerating economic growth. This
policy was quickly bolstered by the
establishment of a Small and Medium
Enterprise Fund, and the launch of
several programs focused on access
to finance for innovation. The estab-
lishment of a number of public and

privately managed business incubators
and the introduction of one-stop shops
for entrepreneurs were trademarks

of former President Felipe Calderdn’s
administration (2006-12).

The Enrique Pefia Nieto administration,
which took office in 2012, has strength-
ened these efforts, and introduced
changes in innovation policy governance.
The Office of Coordination of Science,
Technology and Innovation (STI) was
created in April 2013. Located within
the Office of the President, its role is to
improve the coordination of STI policies.
Working with Mexico’s General Council
for Scientific Research, Technological
Development and Innovation, and the
Council for Science and Technology
(CONACYT), the office has success-
fully implemented sweeping changes to
Mexico’s innovation system.

8 ATLANTIC COUNCIL

President Pefia Nieto
announces the creation
of Mexico’s National
Entrepreneur Institute—
one of a kind in the region
(2013).
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Carlos Gomez Andonaegui is the
founder of Nebia, a start-up that is rede-
fining showers in an effort to limit water
consumption. He believes that the efforts
of the Mexican government are start-
ing to show. “Every day, more and more
bright graduates of Mexico’s top schools
want to build their own companies. In the
past, they would look to work for estab-
lished companies. This is shifting the pace
of innovation in the country,” he said.*

Pablo Salazar shares this view.
“Entrepreneurs, and others who innovate,
finally have access to resources that were
not there before,” he said. “Mentorship,
capital, markets, corporations are open-
ing their doors, universities are finally
aligning, and government has been
very active by creating programs and
platforms.” But fostering an innovation
ecosystem is no easy task.

Andrés Oppenheimer’s book, Create
or Diel, emphasizes the importance of a
confluence of factors. It is not the spark
of genius alone that leads to new ven-
tures. An innovation ecosystem requires
a critical mass of creative minds feeding
off each other in places ballooning with
creative energy. Such environments also
need entrepreneurs with an interest in
new technologies, private funders with an
appetite for risk, government grants, and
a business-friendly policy environment.

The government is trying to do
its part. Over the past two years,
the federal government’s funding

for innovation programs reached
half-a-billion dollars, according to
CONACYT, which manages around 40
percent of the public budget for sci-
ence and technology. In the last five
years, it doubled. The government is also
trying to encourage business R&D using
several incentive programs to allocate
resources and grants to small and large
firms. In recent years, through the work
of the National Entrepreneur Institute
(INADEM) and the Mexico-United States
Entrepreneurship and Innovation Council
(MUSEIC), the policy focus has empha-
sized the role of high-potential start-ups.

An innovation
ecosystem
requires a critical
mass of creative
minds feeding
off each other in

So, has any of this paid off? The places ba"ooning
short answer.|s ygs. Mexm:o has seen a with creative
recent surge in high-impact entrepre-

energy.

neurs, and innovative new products and
services. And while many reports have
focused on the software, technology, and
e-commerce industries, entrepreneurial
creativity goes far beyond applications
and software development. The Atlantic
Council’s series of Google Hangouts with
Mexican innovators featured high-growth
startups in manufacturing, apparel, hospi-
tality, and eyewear (see box, p. 3).

The health-related industry provides
further evidence that this “innovation-
driven” entrepreneurial thinking is alive
and well in Mexico. Examples abound,
but some notable entrepreneurs
deserve mention. Ana Paula Azuela
founded Voy al Doc, Mexico’s first
online medical care scheduling service.

ou have a

it into reality. Where do you start?
What challenges will you face?

Here are some recommendations from our
Mexican innovators:
Come up with an early prototype.
Iterate quickly and cheaply.
Don’t be afraid to share your idea.

Remember: the secret

great idea. You want to turn Find good partners that complement

your weaknesses.
Work toward a patent.
Launch a crowdfunding campaign.

Apply for innovation grants and credits.

Join an incubator or an entrepreneur-
ship hub.

Look beyond Mexico’s borders
for talent, capital, and customers.

is execution.

AN INNOVATOR’S JOURNEY:THE MAKINGS OF MEXICO’S KNOWLEDGE ECONOMY
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Don’t be afraid to share
your idea! Here, two
innovators discuss a
project idea at a Start-Up
Weekend in Monterrey
(May 2012).
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Marco Trujillo is creating a smart brace-
let that serves as a guide for the blind.
Ernesto Rodriguez founded Wearobot, a
small business focused on the develop-
ment of exoskeletons that can be used
for rehabilitation.

The opportunity space for these high-
growth and innovative start-ups is huge.
Take the story of Hugo Moreno, Founder
and CEO of Ver de Verdad, a company
that sells prescription glasses to low-
income communities in Mexico. “A few
years ago, | figured out that if we got
some machines to scan frames and cut
lenses, we could have a complete set of
eyeglasses for under $2,” says Moreno,
who recently opened his twenty-sixth
shop in less than five years.” “We are the
second largest provider of prescription
glasses in Mexico today.” The question is:
How can Mexico create more of these suc-
cess stories?

Linda Franco is the founder of Machina,

a wearable technology company that
creates clothes that are fashionable yet
highly functional. She shares the same
excitement and sense of opportunity as
the other innovators. In her words, the
“inspiration is there, the talent is there, the
opportunities are there, but a lot more
funds need to be pushed into the start-up
world.” She warns, however, that funding
and other types of support are not fully
up to speed.™®

Together with Carlos Gémez, Linda
represents the expansion of Mexico’s
innovative start-ups that move beyond
digital and into manufacturing consumer
products. “I think that the talent in Mexico
is there, and the manufacturing capa-
bilities are present. There is an increased
opportunity for high quality manufactur-
ing in Mexico,” says Gémez, who in spite
of having moved his business to San
Francisco, is searching for manufacturing
partners back home.”

AN INNOVATOR’S JOURNEY:THE MAKINGS OF MEXICO’S KNOWLEDGE ECONOMY
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exico clearly is building a growing innovation
M track record. But to harness fully the benefits

of a knowledge-based economy, the country’s
innovators, universities, corporations, and govern-
ment must embrace a more cohesive and collaborative
approach. The following recommendations outline an
ambitious, well-coordinated, and more equitable set of
policies and practices that would propel Mexico’s inven-
tive prowess into genuine and impactful innovations.

_OO Public research is essential but it must
have a purpose and be better aligned with
business needs. To build an effective, compelling public
research system Mexico needs to increase investment
and improve the governance of research institutions. In
recent years, public funding to strengthen the country’s
scientific and technological infrastructure has grown
significantly, reaching $140 million in 2013. Still, despite
being the fourteenth largest economy in the world,
Mexico produces less than 1 percent of global scientific
research.” The country must find ways to enhance the
relationship between public research and business,
increasing scientific productivity and impact.

A 2014 reform in Mexico’s Science and Technology Law

is a step in the right direction. It helps by aligning incen-
tives for research, allowing researchers themselves to
benefit from the innovations that stem from their work.
Publicly funded research institutions must continue to
enhance the quantity and quality of their scientific publi-
cations, and broaden their scope to applied research.

Coordination must be improved among
H different sources of R&D funding. The aim is

- not just to increase the gross domestic
expenditure on R&D as a percentage of GDP—which
should aim for a minimum of 1.5 percent—but also to
better catalyze and combine the existing investments.

Mexico’s universities, private businesses, and govern-
ment need to continue developing simple and effective
incentive systems that stimulate research, entrepreneur-
ship, and investment in knowledge-based industries.
As discussed before, new research and technological

AN INNOVATOR’S JOURNEY:THE MAKINGS OF MEXICO’S KNOWLEDGE ECONOMY

Public research is essential but it must have a
purpose and be better aligned with business
needs. The University of Guadalajara (pictured)
has developed a number of research programs.

Mexico clearly is
building a growing
innovation track
record.
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Both the private
sector and
investors must
find new ways
to mobilize
private funding
for innovation
and to increase
patenting.
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development grants are slowly starting
to flow from government to innovators,
start-ups, corporations, and private uni-
versities. The state of Jalisco serves as a
prime example of this “ecosystem-driven”
approach, which should be emulated by
other regions and cities in the country.
Indeed, much more coordination is
required. A coalition of university deans
and executives from corporations should
be formed and meet regularly to discuss
the educational demands of the private
sector and structure programs accordingly.

E‘u‘u““@: Education and training systems
4 % ‘| must better teach and empha-
E

a
Og size the range of skills needed

for various types of innovation. Students
should be equipped with the tools to
“upgrade skills and adapt to changing
market conditions.”” Universities and
higher-education centers are crucial
partners in the innovation ecosystem.
Moreover, the education and social
sectors should move beyond pure entre-
preneurship and foster an innovation
culture “by instilling the skills and attitudes
needed for creative enterprise.”?° As
Marcus Dantus rightly pointed, “we need to
instill in our future entrepreneurs the tech-
nigues and methodologies for innovation.”?
Mexico’s Tecnholdgico de Monterrey, a
leading private university, has launched
Semana i—an annual innovation week.
Here, almost seventy thousand students,
professors, and administrators are teamed
up to collaborate—outside of the class-
room environment—in solving concrete
challenges. As global success cases
show, it is vital for Mexico to arrive at a
critical mass of creative minds, scientists,
engineers, and entrepreneurs, backed by
excellent education systems.

=7/ ~5] Both the private sector and
@ investors must find new ways to
mobilize private funding for
innovation and to increase patenting.
Much has been done to foster well-func-
tioning financial markets, and to ease
access to capital for the SME sector. But

high-growth start-ups, in particular those
in the early stages of innovation, require
special treatment. It is not just the govern-
ment’s job to do all the heavy lifting.

Business and the investment sector
need to play an important role in
strengthening Mexico’s innovation capa-
bilities. In countries like South Korea,
research-intensive companies—such as
Samsung and LG—have modernized the
whole economy.

It is equally imperative that Mexico’s
more established business sector,
particularly the large companies and
multinationals, foster an innovative
workplace and ensure that employment
policies facilitate organizational learn-
ing, development, and creativity. |deally,
large corporations would instill a culture
of healthy risk-taking, becoming more
open to engaging with high-growth and
innovative start-ups.

A more efficient technology

transfer model must be devel-

oped to exploit more efficiently
the business opportunities that arise
from scientific research and local
technological developments. As public
and private funding for science and
technology continues to rise, Mexico
needs to build “modern and reliable
knowledge infrastructure that supports
innovation.”?2

Creating a “suitable policy and regu-
latory environment that allows for the
responsible development of technologies
and their convergence”? is imperative for
competitiveness in knowledge-based sec-
tors. The innovation system needs greater
integration. This also means working to
“foster innovation in the public sector, at
all levels of government, to enhance the
delivery of public services.”*

Finally, strong partnerships, particu-
larly between business and universities,
together with the right mix of public
policies and incentives for investment, will
help make innovation a key enabler for
productivity and economic development
in Mexico.
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