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The Innovation Paradox

Developing-Country Capabilities and the
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Creative Destruction

Innovation and Innovation and
Invention creates: Invention destroys:
New Products Existing Markets

New Jobs Existing Jobs
New Production Existing Production
Processes Processes

https://www.ezyeducation.co.uk/ezyeconomicsdetails/ezylexicon-
economic-glossary/1219-creative-destruction.html 3
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Figure 0.1 How Innovation Contributes to Growth: A Comparison of Ghana and the Republic

of Korea, 1960-2005
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From Industrie 1.0 to Industrie 4.0:

Towards the 4th Industrial Revolution
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FIGURE 7.2 The Capabilities Escalator: Innovation Policy Needs
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FIGURE 7.3 The Capabilities Escalator: The Policy Mix Evolves from Less to
More Sophistication
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Why Do Countries Diverge? Middle Income Traps
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Chart 3 Middle Income Traps
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