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Advantage: How American Innovation Can Overcome the Asian Challenge. By 
Adam Segal. W.W. Norton; 288 pages.  
 
Open Services Innovation: Rethinking Your Business to Grow and Compete in a 
New Era. By Henry Chesbrough. Wiley; 256 pages.  
 
WILL China eclipse America as the world’s innovation powerhouse? And where 
will the good, well-paid jobs of the future come from in developed countries if 
Asia’s rise continues? Those are the questions taken up by two thoughtful new 
books on innovation. 
 
At the end of the Second World War, American spending on research and 
development made up half the world’s total; today, it has dropped to one third. 
South Korea, China and India are pouring tens of billions of dollars into scientific 
fields that range from genomics to nanotechnology. They are producing 
staggering numbers of engineers and scientists, who in turn are publishing lots 
of papers and acquiring ever more patents. 
 
This suggests that Asian innovation will in time surpass America’s. Not if Barack 
Obama has his way. In his recent State of the Union speech, he unveiled an 
innovation plan with these defiant words: “China is not waiting to revamp its 
economy…well, I do not accept second place for the United States.” Adam 
Segal of the Council on Foreign Relations agrees. In “Advantage” he argues 
that America’s “unipolar moment” in the global economy may be over, but Asia’s 
rise does not necessarily foreshadow America’s decline.  
 
One reason for this is that innovation is not a zero-sum game. One company or 
country can benefit from the development and marketing of a clever invention, 
while the robust diffusion and adoption of such inventions can also benefit many 
others. Mr Segal offers two other broad reasons to think America’s economy will 
remain on top. While accepting that Asia will probably surpass America in 
absolute spending and sheer numbers of graduates, he remains sceptical about 
the foundations of Asian innovation. He points to troubling evidence that 
challenges the quality of the many patents, papers and engineering degrees 
seen in India and China. 
 
His second, and more striking, argument is that the challengers lack America’s 
resilient, open and risk-taking culture. America must shore up this defence, he 
insists, pointing to policies that will encourage immigration and early-stage 
investment in firms, and hasten ideas from universities to the marketplace. With 
such tweaks, America’s Schumpeterian approach will fare better than the brittle, 
top-down innovation policies seen in Asia.  
 
That will come as cold comfort to the millions out of work in Europe and 
America today, thanks in part to companies shifting jobs to countries in Asia. As 



China and India become better at innovation, where will the good jobs come 
from in America and Europe? Services, says Henry Chesbrough of the 
University of California. Forget the old obsession with products and technology, 
he insists. Already, services make up some four-fifths of the American 
economy, and some 60% in other OECD economies. The share in poor 
countries is much smaller. 
 
Citing many examples, from Amazon to GE, Mr Chesbrough shows how even 
stodgy industries like steel and industrial machinery are becoming knowledge 
industries. The key is to develop a platform of related services that engages 
customers with products. Motorola’s Razr was a blockbuster mobile phone, but 
faltered because it failed to develop an ecosystem of services around it the way 
Apple did with its iPhone and App store. “Innovating in services is the escape 
route from the commodity trap,” says Mr Chesbrough. 
 


