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Chapter 1 

INTRODUCTION 

1.1 THE PROBLEM CONTEXT

Today, an increasing amount of managerial attention around the world deals 
with the problem of increasingly technology based international competition. 
Four inter-related phenomena are of particular relevance in this context: 

(a) technological levelling among a growing group of actors (nations, com"
panies) on the international scene;

(b) increasing international technology flows and technology sharing;
(c) rising research and development (R&D) costs, increasing R&D times, and

often technological substitution at an accelerating rate;
( d) a slow-down of economic growth and an increasing struggle for market

shares.

The tendency to opt for high technology and innovation might very well lead 
to decreasing industry-average returns on investments in new technology, at least 
for some time to come. On the other hand, waves of investment opportunities in 
some particular new technologies may increasingly differentiate profits and 
growth arising from investments in R&D. The pressures are mounting on na
tions and companies to be not only innovative but efficiently so but there is a 
dilemma. Large corporations constitute the backbone in the economy of many 
nations. At the same time it is said that large corporations tend to stifle parts of 
the innovation process. 

Large corporations in a small nation such as Sweden often depend heavily on 
foreign output markets and a foreign supply of technology. Such corporations 
have been inclined to develop an international organization and maintain a 
specialized technological leadership based on the absorption of foreign tech
nology in combination with internal R&D. Large corporations in a large nation 
such as the United States are accustomed to large domestic output markets and a 
large domestic supply of technology. Such corporations may find it increasingly 
necessary to have a more internationally oriented outlook on technology and 
markets. 

1.2 PURPOSE AND METHOD 

The management of R&D and innovation processes in a large corporation re
quires a great deal of insight into the nature of these processes whether one is a 
policymaker, a general manager, a functional manager or a project manager. 
The principal purpose of this book is to explore the processes of R&D and innovation 




