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EXECUTIVE SUMMARY 
 

In the era of globalization, innovation is recognized as an important driver for 

competitiveness and economic growth. Companies (and industries) that innovate can 

gain competitive advantage and control on the global markets; companies (and 

industries) that do not innovate are gradually pushed out from the global economy.  

 

The role of innovation in the global economy is reflected in the growing interest on this 

topic by the academia, international organizations and governments. Several 

international surveys are being carried out to measure innovation and its impact on 

competitiveness: they show that the level of innovation in Syria is extremely low and 

represents a major constraint for the competitiveness of its industry and the country‘s 

economic growth.  

 

The academia has developed the concept of innovation in several directions. For 

economic analysis, innovation can be simply defined as the implementation of a new or 

significantly improved product (good or service) or process in business practice. The 

character of novelty can be referred to the global markets (global innovation) but also to 

a single market or a single company.  

 

Linked to this definition is the distinction between radical and incremental innovation.  

Radical or breakthrough innovation is the one which creates a dramatic change to a 

market /industry, by using new technologies often generated through R&D. Incremental 

innovation explores existing technologies and improve performance of existing products 

or processes. Rather than from R&D, incremental innovation may emerge from good 

management practice, knowledge exchange and combination of professional experience.    

 

These conceptual clarifications are useful for designing an innovation strategy which is 

suitable to the conditions of a country. Countries with advanced educational and 

technological basis can pursue radical innovations; other countries should focus on 

incremental innovation and import new technology from abroad. The latter seems to be 

the most appropriate strategy for Syria.  

 

But how to foster (incremental or radical) innovation? Where and how to intervene? 

The academia has answered these questions by developing the concept of System of 

Innovation, which is nowadays the most used methodology for designing innovation 

policies. This concept recognizes that companies do not innovate in isolation, but being 

driven by an economic and institutional environment (the System of Innovation) which 

includes several actors (other companies, institutions, associations, government bodies, 

banks, etc.) and the rules and interrelations among them (laws, agreements, etc.). A 

diagnosis of the System of Innovation, its strengths and weaknesses, will be the basis 

for planning the interventions on those areas of the system which are more appropriate 

for developing the innovation capacity of the country, given its economic and 

technological conditions.  

 

This study adopts the System of Innovation concept and classifies the actors of the 

system in seven groups: the companies, the market, the knowledge system, the 

intermediaries, the financing system, the government and the international context.  



SEBC/SSP  7 

 

 

The Syrian system of innovation can be considered at the embryonic stage. Companies 

have very little innovation capacity and produce by imitation. The analysis shows that 

the main constraint is the weakness of the human resources at the entrepreneurs and 

management levels. A prolonged era of protectionism and closed markets in Syria has 

nurtured the development of a conservative entrepreneur class and the growth of 

uncompetitive firms. The recent measures toward the opening to the global markets and 

the improvement of the legal framework for business will have a positive impact on the 

quality of the Syrian entrepreneurship and its capacity for innovation.   

 

The issue of the companies‘ human resources brings into the analysis the quality of the 

Syrian education system, specially the High Education, which should provide the 

business community with new entrepreneurs, qualified managers and skilled 

technicians.  It is recognized that nowadays the Public University is struggling with 

major problems of over population, shortage of qualified teachers, old curricula, but the 

government is making great efforts to improve this situation. At the same time, the 

opening of several private universities and the start of innovative education projects 

(such as the SEBC / SKILLS) are contributing to fill the gap between education system 

and business community.  

 

A very weak area of the Syrian innovation system is the technology and research sector, 

where the existing technical centers are not in condition to propose suitable R&D nor to 

support any business development, due to the lack of financial and human resources. On 

the other side, a positive development is observed in the rapid growth of the 

intermediary sector, composed of several business incubators, consulting organizations, 

development agencies (led by the SEBC), which can play a fundamental role in 

encouraging  the emergence of a new entrepreneur class and in building the innovation 

capacity of the Syrian companies, specially the SME.  

 

There is no national policy on innovation in Syria and very few and incomplete studies 

on the issue. The Higher Commission for Scientific Research, an inter-ministerial board 

reporting to the Prime Minister, is the governance body for innovation related to R&D, 

and disposes of a small fund for the implementation of research studies and projects 

carried out by Universities, technical centers and companies.    

 

However Syria has the opportunity to strengthen its system of innovation through the 

support of the international cooperation. There are several initiatives in place to develop 

an innovation platform between the European Union and the MEDA countries. In 

particular Syria could exploit instruments such as the FP7, which supports research and 

innovation, and the Enterprise Europe Network, which facilitates the transfer of 

knowledge and technology from the EU to the MEDA partner countries.  

 

As innovation is a strong determinant of competitiveness and economic growth, an 

innovation strategy for the Syrian economy must be linked to an overall country 

competitive strategy. The study proposes the following objective for the country 

competitive strategy:  

 

To successfully complete the transition from a factor-driven to an efficiency-

driven economy, where competitiveness and growth are generated by 
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exploiting the country’s resources in a highly efficient way, through 

improved production processes and increased product quality. 

 

In this strategic context, the innovation system should act as a driving force for 

achieving the country competitive goal. This force will act by fostering incremental 

innovation at the level of business enterprises, to improve production processes and 

product quality, through the development of human resources and the establishment of a 

favorable environment for innovation.  

 

The suitable strategies for developing innovation depend on the technological level 

achieved by the country. In Syria, the innovation system should focus on improving 

companies‘ capabilities, boosting high education in business and management subjects, 

improving market conditions for competitiveness, and building up intermediary 

institutions to develop the capacity of the business enterprises to absorb exogenous 

technology and innovate. 

 

Several policies to develop basic elements of the innovation system are already in place, 

f.i. in the High Education sector, the markets regulatory framework, the FDI, among 

others. This study proposes two comprehensive national programmes to foster 

innovation for economic development: 

 

I. The Enterprise and Innovation Development Programme with the overall 

objective of improving the competitiveness of Syrian enterprises, with SME sector 

as main target.  The strategy is to foster incremental innovation through the 

development of the human resources employed in business, and the import of 

knowledge and technology from international innovation systems. The programme 

includes support to entrepreneurship and creation of innovative start-ups, transfer of 

technology to companies, strengthen intermediaries and business support services, 

provide access to finance for SME, strengthen the international linkages of the 

Syrian innovation system and support the National Competitiveness Observatory.  

 

II. The Program on Technology for Sustainable Development will make sustainable 

development becoming a business force in Syria. This objective is achieved through 

the establishment of a regulatory and policy framework for the development of 

innovative products, processes and services, aimed at reducing environmental 

impacts, preventing pollution and achieving a more efficient and responsible use of 

natural resources. The programme supports efficient energy use for business and 

consumers sectors, renewable energy, cleaner production processes and products, 

waste management, environment protection, sustainable regional development.  

 

In addition, the study identifies some target sectors for an innovation policy and some 

specific technological projects which could be developed separately or in the framework 

of a national innovation programme.  
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INTRODUCTION 
 

This study is the result of an assignment carried out by the Syrian SME Support 

Programme (SSP), a cooperation initiative between the European Union and the Syrian 

Arab Republic, which is implemented by the Syrian Enterprise and Business Centre 

(SEBC) with the technical assistance of the German firm GOPA Consultants.  

 

The SEBC has a comprehensive mandate to contribute to economic growth in Syria and 

is implementing several programmes to fulfil this mission. In particular, the SSP has the 

specific objective to support the development and the competitiveness of the SME 

sector.  

 

A major condition to achieve and maintain competitiveness is the capacity to develop 

innovation and technology and diffusing them throughout the economy. Innovation is 

considered a major driver of competitiveness and development, especially when it leads 

to increasing productivity, production efficiency and market appeal.  

 

With this background the SSP has decided to study the level of innovation in Syria and 

assess its potential to become a driver for competitiveness and economic growth.  

 

This report is the outcome of this study, which has been conducted between October 

and November 2009. The author is an economist and business consultant, with ten years 

experience in Private Sector development in Syria.  

 

The document includes four sections:  

 

- Section A explains the role of innovation and technology transfer in economic 

development, based on the current academic theory. The section describes the 

theoretical model we have used for the strategic analysis, i.e. the System of 

Innovation, which is nowadays the prevailing methodology for designing 

innovation policies.   

 

- Section B offers a description and analysis of the System of Innovation in Syria, 

with its strengths, gaps and weaknesses. The data collection is based on desk 

research of available literature on the topic and interviews to representatives of 

key institutions. In this section we have made wide use of the most recent results 

of the Global Competitiveness Index.   

 

- Section C presents our strategic analysis on the role that innovation could play in 

Syria to improve its competitiveness and economic position. This analysis is 

broken down in a numbers of sub strategies and policy instruments, aimed at 

developing the overall Syrian System of Innovation.  

 

- Section D presents the recommended projects for business competitiveness and 

economic development, based on the innovation support strategies and 

instruments defined in the previous section.  
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We are aware that there is little statistical data and studies on innovation in Syria. 

However, the policy makers are concern on the importance of this factor for economic 

development and are planning some initiatives to cover these gaps. This study offers a 

methodology for the analysis, a comprehensive review of the situation, and strategic and 

policy recommendations for the near future. We hope it may represent an important 

contribution to the development of innovation policies in the country.  

 

   

 

Daniele Mazzanti 

Business Consultant 

 

 
Damascus, 5 December 2009 
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A. RATIONALE 

The problem 

In the global market innovation is increasingly becoming a major factor for industrial 

competitiveness and economic growth. Whereas in protected markets companies could 

maintain their competitive position without changing their products or business 

functions, in the current open markets this is not possible any longer, as domestic and 

foreign competitors are improving their products and performance through continuous 

innovation.  This principle is valid at the microeconomic level, for the individual 

companies within a sector, and at macroeconomic level, where the industries of a 

country may lose domestic and global competitiveness against more innovative 

industries from advanced or emerging countries. In synthesis, the essence of current 

competitiveness on a global market lies on innovation.   

 

For these reasons academic literature on innovation has grown hugely in the last twenty 

years; international organizations consider innovation as a major topic for economic 

development, and conduct surveys to measure innovation levels as a driver of 

competitiveness; governments are gradually introducing specific innovation strategies 

and policies in their economic agendas.  

 

A main international instrument to measure countries competitiveness is the Global 

Competitiveness Index (GCI) published by the World Economic Forum (WEF).  This 

index is composed of 12 sub-indexes or pillars, each of them incorporating a number of 

significant factors and indicators of competitiveness. The twelfth pillar is specifically 

addressing innovation. According to their last report (2009-2010), in the GCI Syria 

ranks 94 out of 133 countries. In the year before Syria was classified 78
th

.  In the 

Innovation pillar Syria ranks 110 (it was 84 the year before), well below its global 

average (94) and among the very last countries in the world.  

 

A more specific index of innovation is the Global Innovation Index. This is a global 

index measuring the level of innovation of a country, produced in the USA by the 

Boston Consulting Group (BCG) together with other institutions. To rank the countries, 

the study measures both innovation inputs and outputs. Innovation inputs include 

government and fiscal policy, education policy and the innovation environment. 

Outputs include patents, technology transfer and other R&D results, business 

performance and economic growth. The latest index was published in March 2009.
 
 

Despite its very different composition, the result of this index for Syria is very similar to 

the GCI, as it ranks 97 out of 110.  

 

Other international surveys on innovation are conducted by the Organization for 

Economic Cooperation and Development (OECD). Their surveys cover the countries 

associated to this organization, hence Syria is not included. However, the work of the 

OECD on innovation is extremely important as it has developed useful concepts and 

methodologies for executing surveys and designing policies on innovation, focused on 

competitiveness and economic development. Their survey methodology is gathered in 
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the Oslo Manual: Guidelines for collecting and interpreting innovation data, which 

reached its third edition in 2005.   

 

On the basis of the academic theory and the results of the international surveys, the 

importance of innovation cannot be neglected by any country which is planning its 

policy for economic development and growth. Syria must start the process of designing 

an innovation strategy. However, before doing that, it is necessary to clarify the concept 

of innovation for the purpose of economic development policies.   

Definition of innovation 

The academic theory on innovation is quite wide and has been evolving over the last 

few decades, when several definitions have been developed.  

 

The broadest definition is maybe the following: 'An innovation is anything novel that 

creates value for its users.' (Eric von Hippel, 2008). It defines an innovation in terms of 

novelty only, regardless of its technological content. In addition, it must create value for 

its users, i.e. the innovation must have an economic impact. All inventions that do not 

succeed on the market place are not innovations, whatever their novelty or technological 

content.    

 

Along this line, the OECD has developed a definition of innovation which focuses on its 

business impact and aims a preparing the basis for an innovation policy (Oslo Manual, 

2005).  According to this manual, an innovation is the implementation of a new or 

significantly improved product (good or service), or process, a new marketing method, 

or a new organisational method in business practices, workplace organisation or 

external relations. 

 

The objective of innovation in business was previously classified in two categories:  

innovation on products and innovation on processes. The last version of the Oslo 

Manuals is adopting a broader definition and classifies the innovation in four categories: 

product innovations, process innovations, marketing innovations and organisational 

innovations. 

 

- Product innovations involve significant changes in the capabilities of goods or 

services. Both entirely new goods and services and significant improvements to 

existing products are included. (The use of breathable fabrics in clothing is an 

example of a product innovation involving the use of new materials that 

improves the performance of the product). 

 

- Process innovations represent significant changes in production and delivery 

methods. This includes significant changes in techniques, equipment and/or 

software (An example of a new delivery method is the introduction of a bar-

coded goods-tracking system). 

 

- Organisational innovations refer to the implementation of new organisational 

methods. These can be changes in business practices, in workplace organisation 

or in the firm‘s external relations. (Examples are the introduction of quality-

management systems).  
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- Marketing innovations involve the implementation of new marketing methods. 

These can include changes in product design and packaging, in product 

promotion and placement, and in methods for pricing goods and services. (An 

example of a marketing innovation in packaging is the use of a new design for 

bottles of water).  

 

 

With regards to the concept of novelty, the OECD defines and classifies it in three ways:  

 

- New to the enterprise that is adopting it but not to the sector or market. This 

includes products, processes and methods that firms are the first to develop and 

those that have been adopted from other firms or organizations. 

- New to the local sector or market where the enterprise is operating. 

- New to the world or global markets 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Boston Consulting group, working in partnership with Business Week, completed in 

2008 its fifth annual global survey of senior executives on their innovation practices. 

Nearly 3000 executives around the globe, representing all major markets and industries, 

Our opinion is that the new classification adopted by the Oslo Manual is unnecessarily 

complicating the analysis. Actually, the four categories can be again regrouped into two: 

product/marketing and organization/processes.  

 

In fact, marketing innovations are related to the marketing mix, which also includes the 

product as one of its main elements. The marketing mix is the perception that customers have 

of the product in its wider meaning (which includes the mere product, its packaging, price, 

image, etc.). Hence, the marketing mix is equivalent to the product. The organization, also 

taken in a wide meaning, includes all constitutional elements of a company: people, resources 

and processes.    

 

With reference to novelty, the OECD definition is too broad and unsatisfactory. A product 

which is new to the enterprise but not to the market, will have no chance to survive (hence to 

give value to its users), unless it is put into a growing or emerging market. In a mature market, 

a new product (for the firm but not for the market) must be necessarily accompanied by a new 

marketing mix in order to differentiate it from the competition. This confirms our suggestion 

of merging the concept of marketing with the product.   

 

Different is the case of innovation in organization and/or processes. This innovation, even 

when applied to the production of non-new products, can be successful when it has a positive 

impact on company productivity, efficiency, or costs, regardless if the innovation is new to the 

market or not.   

 

As conclusion of our analysis, an innovation can have a positive impact (and hence be 

considered innovation) under these conditions:   

 

- In case of mature markets, the product/marketing innovation must be new to the 

market and not only to the firm.  

- In case of growing markets, the product/marketing innovation can be new to the firm 

only.  

- In any market condition, the organization and/or process innovation may be new to the 

firm only, as far as it produces positive impact on firm productivity, efficiency or 

costs.  
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responded to the survey. The survey produced a list of the 50 most innovative 

companies in the world (see table 1). The survey mentioned five areas of innovation:   

 

- Innovative operational processes 

- New business model 

- Unique customers experiences 

- Breakthrough products 

- Breakthrough services 

 

The BGC survey is obviously geared to assess breakthrough innovation, which 

originates from R&D. However, it confirms that innovation applies to all aspects of the 

business.  

 

With regards to its impact, two kinds of innovation are usually defined: radical or 

breakthrough innovation and incremental innovation.  

 

Radical or breakthrough innovation is the one which creates a dramatic change to a 

market /industry or creates a new one. This innovation usually (but not necessarily) 

explores new technologies and focus on new products, services, or processes with 

expected high performance. Radical innovations are usually associated with high R&D 

costs and considerable uncertainty. However, successful commercial innovative 

products must not necessarily be expensive. 

 
Incremental innovation improves competitiveness within existing markets or industries. 

This innovation explores existing technologies and focuses on improving performance 

of existing products or processes. Rather than from R&D, incremental innovation may 

emerge from good management practice, knowledge exchange and combination of 

professional experience. Most innovations are incremental innovations.    

 

It is important to distinguish innovation from technology and R&D. As said before, 

innovation in its broader business–oriented definition may or may not include a relevant 

technological content. Hence, it does not necessarily need to be created from R&D 

activities. In fact, most innovations emerge outside the formal R&D system, through the 

learning processes immanent in ordinary economic activities.   

 

Regarding the source of innovation, the traditional view was to differentiate between 

innovation producers or end users. A producer of innovation can develop an innovation 

that it is sold or offered to other users; this is the case of an R&D centre. A user-

innovator can create value from an innovation by developing it and using it himself and 

perhaps diffusing it to others; this is the case of innovation generated within a company.  

 

This classification is relevant for policy options. In the first case, the policy should 

favour the establishment of innovation producers and the regulations for easily 

transferring the results to the final users. The focus is on R&D and the regulations for 

technology transfer, such us Intellectual Property protections.  In the second case, the 

innovation policy should favour the establishment of the conditions to help end-users 

(the companies) to develop their own innovation. The focus is on the companies, their 

capability and knowledge, and the business environment.  
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The modern view overcomes the traditional dichotomy between producers and end-

users. Recent theoretical and empirical works show that innovation, particularly 

incremental innovation, does not just happen within R&D centers or major industrial 

companies, but through a complex set of processes that links many different players 

together – not only innovation developers and users - but a wide variety of intermediary 

organisations such as consultancies, standards bodies, etc.  This experience originates 

the concept of System of Innovation, which has evolved into the most popular 

theoretical approach for designing innovation policies today.  

System of innovation 

Firms do not innovate in isolation, but through interaction with other actors in the 

country, within the framework of specific economic linkages and institutional rules. The 

GCI report (in the introduction by Michael Porter) takes innovation as a typical example 

of a competitive factor which is related to many others, such as institutional framework, 

the education system, the market, and so on.  

 

The interactive aspect of innovation originated the development of the National System 

of Innovation (NSI) concept in the late 1970s. Since 1992 this concept has been adopted 

by academia as well as by national governments and international organisations such as 

the OECD and European Union. The NSI approach helps to understand how innovation 

evolves and what are the elements and framework conditions that determine and affect 

innovation and economic development. The NSI approach assumes that innovation is an 

interactive process in which its key actors, e.g. firms, interact with various other actors 

in the environment which influence their innovation process.  

 

The organisations with which innovating firms interact —to gain, develop, and 

exchange various kinds of knowledge, information and other resources— may be other 

firms (suppliers, customers, and competitors) and non-firm organisations such as 

universities, research institutes, financing institutions, government agencies, etc. The 

institutional context, within which these organizations interact, is constituted by laws, 

social rules, cultural norms, economic relations, technical standards, etc.  

 

Interaction and interdependence is one of the most important characteristics of the NSI 

approach, where innovations are thought to be determined not only by the elements of 

the system (organizations) but also by the relations among them. Therefore, a 

description of a system of innovation must assess both its actors and their interrelations.   

 

The concept of innovation system is particularly valid for SMEs. It has been proved that 

SMEs are better able to innovate when they are part of networks, clusters or cluster 

initiatives, because it is through the networking process that they develop new products, 

processes and services in a more efficient and cost-competitive way. 

 
Table 2 summarizes the main elements (actors and institutional rules) of the innovation 

system. To analyze the Syrian System of Innovation (as we do in section B) we have 

classified its actors in seven groups or sub-systems:  
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1. Companies  

2. Market 

3. Knowledge system 

4. Intermediaries 

5. Financing system  

6. Government  

7. International dimension 

 

We have associated to each group the main rules influencing their role and performance 

within the NIS.  Rules can be both hard or formal rules, such as laws, regulations, 

business agreements, physical infrastructures, and soft or informal rules, such as 

cultural and social rules and habits. The association between actors and rules is a 

necessary simplification to help the analysis, as the nature of the NSI is quite complex 

due to many interrelations between actors and rules.   

 

We briefly describe here below the main elements of the system.  

 

Companies 

 

At the core of the innovation system are the companies, with their own specific 

capabilities. In fact, companies can simply lack the size, competences or resources to 

innovate. Firms need capabilities such as entrepreneurial spirit, management skills, and 

capable resources to adapt to new technologies and market demands and be able to 

survive or grow.  

 
But how do firms learn and develop capacity for innovation? There are different ways: 

  

- Through knowledge spillover from trade, competitors, and foreign firms.  

- Through purchase or license technologies from foreign firms or research centers 

- Through development of company human capital (through training, R&D, 

recruitment, etc.)  

- Through the pressure of demanding customers.  

- Through linkages with universities and research institutes 

- Through relations with suppliers and purchase of equipment    

 
All these interrelations with other actors, which influence the learning and innovation 

capabilities of the companies, motivate the holistic approach of the innovation system.  

 

In addition, firms cannot be seen in isolation but as part of sectors where they interact 

with other firms, through supply chains, associations, clusters, which can represent 

essential drivers for innovation and competitiveness, especially for industries with a 

dominant presence of SME.  The industry sectoral structure is also relevant for 

innovation, because the presence of strong high-tech and capital intensive sectors can 

create technical spillovers which favour other low-tech sectors.   

 

Markets 

 

It is widely recognized that a smooth and efficient functioning of the goods and labour 

markets contributes to foster innovation and competitiveness.  
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En essential element of the innovation system is the demand of goods. In fact demand is 

often mentioned as one of the strongest drivers of innovation. Companies with a strong 

contact with the markets are motivated to innovate in order to satisfy the customers‘ 

changing needs. The level of sophistication of buyers will induce companies to innovate 

their products. Demand from public administration can also contribute to stimulate 

innovation in industry through the procurement of innovative products.  

  

Another proven determinant of innovation is the level of competition. Pressure from 

competitors will stimulate firms to innovate in order to maintain or gain competitive 

advantage. In non-competitive environments, firms are not motivated to innovate and 

lag behind in technological development, as it happens in protected markets. In 

addition, easy rules for starting a business will help the establishment of new firms with 

innovative ideas and put more competitive pressure on existing companies.   

 

Labour market efficiency also plays an important role on the firms‘ innovation capacity. 

The mobility of work force and good salary levels can help the enrolment of talented 

and innovative people who otherwise would remain underutilized or would be forced to 

migrate.   

 

Knowledge system 

 

The NSI element knowledge system includes the national education systems, the 

technology and research institutes, the training centres, and all other institutes which 

contribute to determine the knowledge basis of the country.    

 

The level of the High Education System is of the up most importance, especially in the 

creation of the human resource basis for the generation of innovation (scientists, 

engineers) and its application in business (economists, managers).  

 

The availability of R&D and technical centres, whether independent or associated to 

universities, contributes to the generation of endogenous innovation. However, for the 

innovation to get quick and useful application in business, cooperation between 

University and R&D Centres from one side, and companies on the other side, is 

recommended.  

 

Technical centres can also contribute to foster innovation. The diffusion of technical 

standards by these centres throughout the economy is a powerful driver for innovation 

in products and processes.  

  

Intermediaries 

 

The existence of a variegated structure of intermediaries can support the diffusion of 

innovation in companies. The role of the intermediaries in the Innovation System is to 

establish the linkages between end-users (firms) and producers of innovation and 

knowledge, both domestic and international.  Intermediaries include business 

consultants, business incubators, sector organisations and chambers, which facilitate 

technological spill-over, allow for pooling resources, disseminate information and help 

lowering the costs and risks of company creation and growth.  
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Financing system 

 

Existing firms need finance to invest in innovative activities and assets. New firms with 

innovative ideas need finance to start and grow.  The NSI element ―financing system‖ 

evaluates the sophistication of national financial markets, the availability of loans to 

firms, specially SME, as well as the availability of venture capital or other equity 

financing instruments for starting a business.  

 

The quality of the financing system is particularly stringent for SME. In emerging and 

developing countries, small and medium-sized enterprises have great difficulty in 

obtaining the necessary financial resources to start and grow their businesses. Access to 

traditional growth capital, including debt and equity, is often difficult due to insufficient 

legal and regulatory policies, inadequate financial markets, lack of collateral.  

 

For SME competing in innovative industries (such as ICT) or service sectors the 

challenge of accessing growth capital is particularly acute, because these firms possess 

few tangible assets that can be leveraged as collateral for loans. The issue of collateral is 

made more severe by the 

.  

 

Government  

 

The government determines the framework conditions and the infrastructures which 

directly or indirectly influence a country capacity for innovation.   

 

The framework conditions include general macroeconomic conditions and specific rules 

and incentives influencing the effectiveness of the actors of the Innovation System, such 

as incentives to R&D, Intellectual Property Rights regulations, FDI rules, trade policies, 

etc.  The infrastructures affecting firms‘ performance include information and 

communication technologies, energy systems, transportation systems, etc.    

 

In addition, the role of local administration (governorates, municipalities) can be 

strategic for the creation of regional or local innovation systems. 

   

International dimension 

 

The NSI factor ―international dimension‖ measures the degree of internationalization of 

the national innovation system and its openness to foreign systems. In particular, this 

element comprises trade regulation systems, which affect the import in the country of 

technology incorporated in foreign goods;  the circulation of people and workforces 

who can contribute to raise the level of the human resources in the country; the laws for 

Foreign Direct Investments, which is an important instrument for importing foreign 

technology; and in general, the linkages with actors of foreign innovation systems 

(R&D Centres, Universities, international organizations, etc.) which contribute to the 

import of technological information and business knowledge.  
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Dimension of the Innovation System   

The SI can be seen at different levels. In addition to the national level, the SI can be 

international (see the EU approach on innovation), ‗regional‘ within a country (f.i. the 

North East Italian system), or even local, such as in the cases of clusters or industrial 

districts.  Leaving the geographical dimension, we can also talk of ‗sectoral‘ systems of 

innovation.  

 

The two extreme dimensions of innovation clusters and international systems are getting 

a widespread diffusion. On one side, innovation is not achieved by firms in isolation but 

in collective arrangements, such as industrial clusters, regional innovation systems or 

industrial areas. In some cases (as in the case of industrial districts), these phenomena 

are spontaneous, while in many others they are the result of well-grounded industrial 

development strategies. 

 

On the other side, the rise of globalisation and the increasing interdependence of 

countries in trade, finance, economy and flow of services have caused significant 

changes in the nature and form of innovation structures. In this new phase of 

globalisation, R&D and innovation have become globalised and the process of 

networking across nations and countries with a variety of actors is assuming 

considerable importance. 

 

It is important to define the right dimension to be considered when developing a country 

innovation strategy, in relation with the country specific characteristics, its policy 

objectives, the strengths and weaknesses of its innovation system.  

 

As said, an innovation system can also be developed focusing on special sectors, such 

as the SME. When depicting an innovation system for SME Development, two main 

characteristics emerge.  

 

First, the importance of the demand side. SMEs have a less structured way of dealing 

with innovation compared to large companies. SMEs are often triggered by customers‘ 

demand which leads to an ad-hoc, opportunistic innovation style. In general the 

dynamic of the market is a powerful trigger for innovation in SME.  

 

Secondly, the importance of interaction to gain access to resources (finance, assets and 

knowledge). SMEs in general have a lack of financial resources and difficulties in 

affording highly qualified employees. In addition, they must access knowledge sources 

that lie outside the company, to be able to innovate.   

 

This brings into the analysis the problem of how transferring innovation and technology 

from one entity to another.  

  

Innovation and Technology Transfer 

Strictly related with the creation of innovation, is the issue of its transfer from producers 

to end-users, when these are different actors within the innovation system.  
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With the move of advanced economies from a resource-based to a knowledge-based 

production, many national governments have increasingly recognized ‗knowledge‘ and 

‗innovation‘ as significant driving forces of economic growth, social development, and 

job creation. In this context the promotion of 'knowledge transfer' has increasingly 

become a subject of public and economic policy.  In a world of widely distributed 

knowledge, companies cannot afford to rely entirely on their own capabilities, but 

should instead buy or acquire new knowledge from others, organizations and companies 

alike.  

 

Technology transfer is the expression generally used to define the process of 

transferring innovation and technology from its producers to the end users.  This 

definition applies to both the national and the international technology transfer:  

 

a) National technology transfer: the transfer of new technologies from its original 

sources (universities, research institutions, etc.)  to parties capable of 

commercialization and application (businesses) within a country 

b)  International technology transfer: the transfer of technologies across 

international borders, generally from developed to developing countries. 

 

The ways for transferring knowledge and technology from the producers to the users 

depends on the conditions set up by the producer, within the institutional framework. In 

fact, this knowledge can be made accessible to all users at no cost, or can be protected 

according to the applicable regulations on Intellectual Property (IP) rights.  

 

IP protected knowledge can be transferred to end users through different ways, 

including licensing, royalty-based assignments, new company formation (or spin-off), 

joint venture, or a combination of them.  

 
- License: a legal permission from an intellectual property owner that allows a 

third party to use or practice his IP rights. 

- Assignment:  is an outright sale of IP by the owner to a third party. 

- Spin Off: is a new organization or entity formed by a split from a larger one (e.g. 

a new company formed from a university research group or business incubator),  

- Joint venture: a new entity formed through an alliance between the technology 

developer (f.i. the academic entity) and a partners (f.i. a the industrial 

manufacturer or trader)    

 

For emerging or developing country, where innovation strategy is based on imported or 

exogenous knowledge (rather than the endogenous one), the international innovation 

and technology transfer modalities are of extreme importance.  

 

International technology transfer 

Acquiring foreign technologies through technology transfer can help developing 

countries to progress both economically and socially. As invention and creation 

processes generally lay in developed countries, most emerging countries must rely 

largely on imported technologies as sources of new productive knowledge. 
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Numerous channels exist through which international technology transfer may occur, 

the most important being trade in goods and services, foreign direct investment, 

technology licensing, movement of people. Whatever the channel used, positive 

spillovers can be generated whenever technological information is diffused from the 

original recipient into the wider economy. 

 

 Trade in goods and services. All exports bear some potential for transmitting 

technological information. Technology embedded in imported products can be 

imitated. Imported capital goods and technological inputs can directly improve 

productivity by being used in production processes. Hence, open trade policies 

are critical for developing countries to attract technology.  

 

 A second channel is foreign direct investment (FDI). Multinational enterprises 

(MNEs) generally transfer technological information to their subsidiaries, some 

of which may ‗leak‘ into the host economy. Vertical technology transfers from 

MNEs to local suppliers occur when firms from industrialized countries relocate 

production activities in emerging countries.  

 

 A third major channel of international technology transfer is direct trade in 

knowledge via technology licensing. It typically involves the purchase of 

production or distribution rights and the underlying technical information and 

know-how. IPR protection can serve as direct facilitator of this kind of 

knowledge transfers. 

 

 International movement of people—associated with nationals studying or 

working abroad for a period and applying their new knowledge when they 

return, or the inward movement of foreign nationals into the country—is another 

potential channel for technology transfer. A challenge for developing countries 

is to facilitate temporary movement abroad and to encourage returnees to 

undertake local research and business development. 

 

 
Various conditions in the host country contribute to facilitate the international 

technology transfer.  First of all, the openness of the market affects trade in goods and 

services. Then market size, anticipated growth, ability to repatriate licensing rents, and 

the investment climate affect FDI and licensing flows. Moreover, a strict IPR system in 

the host country influences FDI and licensing, as it will give confidence to the licensor 

firms that proprietary technologies will not leak into the host economy.  

 

But all these conditions are not sufficient. First of all, there is a need to have absorption 

capacity and ability to adapt foreign technology. Countries tend to acquire international 

technology more quickly if domestic firms have certain level of technology (as they can 

exploit the cumulative knowledge) and the countries has some R&D laboratories, good 

universities, and a good basis of technical skills and human capital.  

 
This implies the need for a country to develop these factors, not only to foster 

endogenous innovation and technological development, but also to better attract and 

adopt international knowledge and technology.  
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Innovation policy 

The European Union has already adopted, though perhaps only indirectly, some 

elements of an innovation system approach. The SI approach is also used as a 

framework for designing innovation policy at the national level in some EU member 

countries, e.g. Finland and Ireland. 
 

A supportive policy with regard to innovation can be understood as a series of actions or 

initiatives with the ultimate goal of strengthening the innovation potential of businesses, 

leading to their improved competitiveness. We have seen that the Innovation System 

approach brings into the analysis many actors and rules, which have an indirect impact 

on that ultimate goal. In fact, as innovation is cross-cutting different sectors of the 

economy, some policies on these sectors will eventually have an impact (although 

collateral to their main goal) on the innovation capacity of the country. Therefore, a 

policy aiming at fostering innovation will include both direct actions addressing 

innovation capacity in companies or other actors, and indirect actions addressing other 

objectives with a collateral impact on innovation.  

 

Direct innovation policies affect innovation processes in companies directly, through:  

 

a. the provision of specific resources, financial, human or organisational, allocated 

through innovation-oriented programmes and projects;  

b. the provision of fiscal incentives (regime of subsidies and tax benefits, etc.) for 

companies undertaking R&D or innovation activities 

c. the provision of information which is directly geared towards innovation 

activities.   

 

Indirect innovation policies affect the legal, economic, social, cultural framework 

conditions that influence innovation processes in enterprises. The SI approach 

emphasises the fact that economic behaviour of organisations in general, and innovation 

behaviour in particular, is shaped by institutions like laws, rules, regulations, norms and 

standards. Examples of indirect innovation support measures are:  

 

a. Regulations and rules (e.g. on IPR, technical norms, labelling, public 

procurement, environmental laws, etc.); 

b. Competition policy (regulation on prices, cooperation, entry barriers, etc.);  

c. Creating or improving overarching structures (clusters, innovation systems) that 

stimulate the innovation activities of individual firms and entrepreneurs through 

knowledge transfer  

d. Supporting the development of intermediary organizations. 

 

It is worth to stress that, in indirect innovation support policies, the objective of 

fostering innovation can be an intermediate or derivative objective of a superior goal. 

The intermediate objective is the case, for example, of environmental laws that 

stimulate innovation in companies for environment friendly processes or products, 

where the ultimate goal is improving environment and health conditions in the country. 

A derivative objective is the case of policies fostering market competition or access to 

finance for SMEs.    
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The elaboration of an innovation policy will then imply the definition of a mix between 

direct innovation strategies and a selection of indirect strategies with their own specific 

policy objectives.  

 

The final beneficiaries of the innovation policy are, therefore, the business enterprises 

(both new enterprises and existing ones).  

 

Intermediary beneficiaries may be financial organisations, innovation and business 

support services, cluster management partnerships, knowledge transfer structures in 

universities, public research organisations, etc.  

 

A consequence of treating demand as an important determinant of innovation is to 

include, within the innovation policy instruments, not only supply side instruments but 

also demand-oriented instruments. Examples of demand oriented instruments are: laws 

and regulations in the fields of consumer safety and environmental concerns; 

technology diffusion policy, public technology procurement, etc. 
 

For emerging or developing countries, it is expected the National Innovation System to 

be at embryonic or incomplete stage, with some weak or missing actors and linkages 

among them. For instance, these countries tend to lack developed capital markets, have 

week High Education systems, and missing R&D structures. Their legislative 

framework regarding contracts and company law, bankruptcy regulations, patent law 

and intellectual property rights can also be week. In addition, they face problems of 

insufficient coordination or missing links.  

 

Such kinds of failure cannot usually be resolved by the private sector alone. The state 

needs to stimulate coordination between organisations in the private sector, improve the 

exchange of information between the private and public sectors, and strengthen 

institutions and regulations that foster learning processes, indigenous innovation and 

technological diffusion between the elements of their system of innovation.   
 

A model which applies this interrelated approach is the so-called Triple Helix which 

gathers expertise from industry, academia and government in joint projects to facilitate 

innovation for business end-use.   

 

Taking into account the complex and multiform spectrum of elements in a theoretical 

Innovation System, the design of an innovation policy for a given country implies the 

selection of the specific strategies which are expected to be more feasible and effective 

for that country, given the conditions of its innovation system and the country overall 

economic policies. The selected strategies, with their goals and action programmes, will 

favour the development or strengthening of certain actors, institutional rules and 

linkages within the innovation system, which are conducive to the achievement of the 

set goals.   

 

Hence, an innovation policy should give answer to the following questions:   

 

- What is the expected role of the businesses in the system (producers or end users 

only)?  

- Should direct innovation policies or indirect ones be favoured?   
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- What is the expected role of the different intermediary actors? Which of them 

must be created or strengthened? 

- What role the government should assume: regulator, facilitator, financer? 

- What is the most effective level of intervention: national, regional or local? 

- Should international transfer of technology be promoted, and how?  

- What rules should be developed to improve the innovation environment?   

- What linkages should be supported, or created, among the actors?   

 

We will try to answer to these questions for the Syrian case, in section C of this study.  

 

Policies for International Technology Transfer into 

developing countries  

Trade and foreign direct investment are the most effective ways to transfer innovation 

into developing countries.  Imports often embody knowledge which is added to the 

capital stock directly (investments) or encourages firms to learn by imitation. FDI and 

co-operative forms of production such as alliances and joint ventures involve learning 

through technological diffusion. In each of these transactions, spillovers of knowledge 

to other firms and consumers are generated, as employees move, suppliers are trained, 

and competition with other firms encourages imitation. 

 

Therefore, the first policy is to promote a liberal access in trade of goods. The priority in 

countries with weak institutions and limited R&D capacity is to improve the business 

environment, with liberal trade policies to encourage imports of technology embodied 

in goods. Such countries should be exempt from strong IPR obligations and have access 

to mechanisms to reduce the cost of imports of IPR-protected goods.  

 

The second policy is to attract inward FDI. For this purpose, it needs to improve the 

investment climate in general and to offer a good endowment of infrastructures.  

 

Liberalization of trade and open FDI policies need to be complemented by policies with 

respect to education, R&D, and human capital accumulation for countries to take full 

advantage of the International Technology Transfer. There is a risk in implementing 

measures such as opening trade regime and attracting FDI, without in parallel 

developing local human capital. In fact those measures bring in negative effects on the 

short term to the local industry, due to the substitution of local goods with imported 

ones. This effect should be widely recovered on the long term through positive spillover 

of knowledge incorporated in the imported goods and FDI firms, throughout the 

economy. However, as said, for this spillover effect to take full place, certain conditions 

related to the absorptive capacity of the local industry have to be met.       

 

To develop technology absorption capacity, it is necessary: to expand national or 

regional innovation systems that encourage local R&D; transfer knowledge from 

universities and public laboratories to domestic firms; promote use of 

telecommunications, e-commerce, and other non-proprietary technologies; improve 
high education systems and infrastructure; reduce entry barriers to business; establish 

incentives for education abroad and training-related movement of people. 
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With regards to IPR, low-income countries would find it advantageous to enforce basic 

protection of trademarks and industrial designs in order to encourage both local small-

scale innovation and inward FDI in labour-intensive technologies. However, it is 

advisable not to move beyond minimum IPR standards, while requirements for patents 

and copyrights should be looser.   

 

Summarizing, on the short term the developing country must use trade to benefit from 

foreign knowledge and acquire technology through FDI.  Licensing is not a realistic 

option given the weak business environments and absorptive capacity.  

 

On the medium long term, the scope of protection for IPR could be expanded.  As 

countries move up the income and technology ladder, they will gain more from strong 

IPR: patent protection is necessary for licensing foreign technology and will benefit 

home entrepreneurs and innovators. 

 

The case of Korea, described in the table box here below, shows the transition from 

importing to developing technology.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Korea was a technology follower country that encouraged learning via duplicative 

imitation of mature technologies that foreign firms had permitted to enter the public 

domain or were willing to provide cheaply. IPRs were weak and encouraged 

imitation and adaptation. In the 1970s Korea specialized in labor-intensive goods at 

the end of the product life cycle, with firms importing off the shelf technologies and 

adapting them to produce slightly differentiated goods. Government essentially 

promoted the development of technical skills through education and workplace 

training.  

  

In the 1980s, Korea shifted to creative imitation, involving more significant 

transformation of imported technologies. This required domestic R&D and in-house 

research capabilities to adopt technology. The government also became more open to 

formal channels of International Technology Transfer and strengthened the IPR 

regime. 

 
Today Korea is in the restricted group of innovation-driven economies but its 

knowledge and technological basis were built through very successful policies to 

import technology from advanced countries.  
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B. ANALYSIS OF THE SYRIAN INNOVATION SYSTEM 
 

Introduction 

Evidence on innovation in Syria is very limited. The Global Competitiveness Index 

(GCI) issued by the World Economic Forum, which is a standard international 

benchmarking instrument, classifies in 2009 the Syrian innovation level 110th among 

130 countries.  

 

The decrease of the Syrian position in the GCI is a serious concern and the analysis of 

this result is still under way. There might be several reasons, some of them reflecting 

objectives data, others influenced by the particular methodology of the survey. Here we 

want to focus on the extremely low and declining position of Syria in the pillar 12
th

 

―Innovation‖ of the GCI. Our hypothesis is that innovation is a cross cutting 

development factor which produces its fruits on the medium and long term. A country, 

an industry or a company, put in place innovation activities today to collect the results 

(and hence achieve better competitive position) tomorrow. If this is true, a position in 

the innovation index lower than the country global index today, is anticipating a decline 

in other indices and hence, in the global index, tomorrow. On the other side, a country 

with an innovation position higher than its average global is sowing the fruits for a 

better global competitive position in the future.  

 

The more detailed analysis of the Syrian results in the CGI (see table 3) shows that, in 

most indicators which influence a country innovation level, Syria lags well below the 

world average and below its own global average. In addition, most of the indices are 

declining from 2008 to 2009.  

  

Few other surveys or data on the innovation capacity in Syria are available. A study was 

made by the project MEDIBTIKAR (Diagnostic Study of Syrian innovation system, 

2008), and was based on desk research and personal interviews. It made an assessment 

of three main blocks of the innovation system (companies, knowledge institutions and 

government) and provided recommendations for policies to foster innovation on macro 

level.   

 

The research centre RAND, a think tank for strategic studies and policies in the USA, 

developed in 2001 the RAND's S&T Capacity Index, a composite index of 150 

countries, created from available indicators of S&T investment, infrastructure, and 

outputs.  This index classifies the countries in four groups: scientifically advanced 

countries, scientifically proficient countries, scientifically developing countries and 

scientific lagging countries. This last group is made up of 80 nations, including Syria, 

that fall well below the international average in all components of the S&T index. These 

countries usually lack both appreciable indigenous S&T capacities, and enabling 

conditions within their political, economic and scientific systems and infrastructure. As 

consequence, they are currently unable to generate new knowledge, and have only a 

limited capacity to absorb technologies that are available in the international market. 
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In the following pages we examine the essential elements of the Syrian National 

Innovation System, using the GCI indicators, where available, to verify our analysis. 

For easy reference, in table 3 we have reported the Syrian positions in the GCI 

indicators mentioned in this section.    

 

Companies  

Companies capabilities 

 

Syrian companies have no capacity to produce new technology and innovation. They 

adopt imported technology and imitate foreign competitors to innovate.     
 

This judgement is confirmed by several indicators of the GCI. In ―12.01. Capacity for 

innovation‖ Syria ranks among the very last countries (128
th 

out of 133). This indicator 

reflects the way companies obtain technology: a low score indicates the prevalence of 

licensing or imitation from foreign companies to obtain technology, while a high score 

indicates the prevalence of formal research and development activity applied to the 

companies‘ product and processes.  

 

Other GCI indicators confirm this result. Syria ranks extremely low in ―12.03. Company 

spending in R&D‖ (131
st
) and in ―12.04 University – industry collaboration in R&D‖ 

(123
rd

).  A better result is shown in the index ―9.02. Firm level technology absorption‖ 

(81
st
), which measures to what extent businesses can absorb technology.  

 

The innovative level is also reflected in indicator ―11.04 Nature of competitive 

advantage‖, where Syria ranks 119
th

. It indicates that the competitive advantage of 

Syrian companies is based on low cost and natural resources, much more than on unique 

products and processes.  

 

But what are the reasons of this situation? The answer can be found in other indicators 

of the GCI, which give an idea of the management capacity in Syrian businesses.  

 

The indicator ―7.07 Reliance on professional management‖ responds to the question 

whether senior management positions are assigned to relatives or friends (low score) or 

to professional managers chosen for merit and qualification (high score). In this 

indicator Syria ranks 124
th

.     

 

Other indicators of human resource management give similar results: In ―7.06 Pay and 

productivity―, which measures to what extent salaries are related to productivity, Syria 

ranks 97
th

; in ―11.09 Willingness to delegate authority‖ it ranks 91
st
; in ―5.08 Extent of 

staff training‖, it ranks 123
rd

.  

   

The indicators ―11.08 Extent of marketing‖, measures the use of marketing tools and 

techniques in companies, which are necessary to innovate the approach to the markets. 

In this indicator Syria ranks 115
th

. 
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These results give the impression of firms adverse to delegation of functions, team 

building, staff development and marketing approach, which are all necessary pre-

conditions for the introduction of innovation and technological progress.   

 

Unfortunately there are no specific surveys available on innovation and technology 

levels in Syrian firms, except the one made by MEDIBTIKAR mentioned above. As said 

before, this report is based on interviews and not statistical data.   

 

The MEDIBTIKAR report classifies Syrian companies in four segments:  

 

a. Top performers and bigger profitable companies 

b. Non-competitive highly protected companies 

c. SMEs in the formal sector 

d. The informal sector 

 
a. Top performers and bigger profitable companies include a few companies 

having a modern and capable management by international standards, and others 

who have grown in the years of protected Syrian market, but without being real 

top performers. In this second group is becoming urgent to adopt new 

technologies, organisational techniques and marketing approach to prepare for 

increasing international competition, but they have limited human resources 

capabilities to embark on this change  

 

b. Non-competitive highly protected companies are public sector companies 

associated to major holdings, supervised by the government. These companies 

have no freedom to manage their resources and have currently no incentive, 

perhaps even no possibility, to modernise and improve their competitiveness 

(investing in skills or addressing technological and organisational innovation). 

Fully aware of this situation, the Government is planning a wide programme to 

deeply restructure these companies, which should receive the support of the 

European Commission.  

 

c. SMEs in the formal sector are the vast majority of Syrian enterprises. As in 

many other countries, they are the main contributors to employment but also the 

most vulnerable among all companies, as they do not have the means to 

overcome the usual barriers of lack of financial resources, skills and access to 

information. There are success stories of competitive, profit-making Syrian 

SMEs with good export performance, but the majority of them are struggling to 

maintain their presence on the increasingly competitive domestic markets.  

These SME have remained too long focused on imitating foreign competitors, 

making small product adaptations and design improvements, and are unable to 

develop capabilities to introduce new products or processes.  

 

d. The informal sector is quite big in Syria, as in most MEDA countries. Obviously 

these companies have no access to the resources of a formal innovation system. 

The best approach to this situation is to gradually absorb informally operating 

companies into the formal sector.  This requires the simplification of 

administrative formalities (an issue that it has been already tackled by the 
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government) and the allowance of incentives to formalization (linked to tax 

incentives, access to resources, etc).  

 
We can summarise the situation of the Syrian companies as follows. We know that 

innovation in companies can apply to products (including marketing mix) or to 

processes (production process, organization, etc.).  

 
The fundamental driver for innovation in product is represented by the market. A 

company close to the market and concerned about the customers‘ changing needs is 

motivated to innovate its product. Strong competitive pressure will make this innovation 

mandatory. Few Syrian companies (top performers and some SME) have this capability. 

Most companies are product-oriented and do not have a marketing department or 

product development functions. For these reasons, innovation in Syrian products is very 

limited.  

 

Innovation in process is often motivated by the need of improving productivity and 

product quality and/or reducing costs, usually in response to increased competitive 

pressure and loss of market share. For Syrian business, the main way to introduce 

innovation in process is through purchasing new foreign equipments. Since many 

companies have capitals accumulated during the protectionism era, they have the 

financial resources to purchase foreign equipments. For this reason innovation in 

processes (through equipment purchase) is more common than other forms of 

innovation and can be found in top performers, bigger profitable companies, public 

companies and many SMEs. However, the lack of sufficient technological knowledge 

often leads to inadequate usage of these investments and limited results. At the same 

time, due to their limited management skills, the same companies seldom have the 

willingness or capability to invest in intangible assets and innovate their organization 

and management structures.  

 

The conclusion of the analysis is the following: the main bottleneck for innovation in 

companies lays in the weak business and management skills of their business owners. In 

fact this weakness applies to all companies, with a few exceptions in the top performers 

and the best SME. The opening of the domestic markets and the increasing competitive 

pressure is making the impact of this weakness on the companies‘ competitiveness more 

dramatic, and the survival of many of them is at risk. A quick and drastic change of 

approach to business, with more professional management, a strategic vision and a 

marketing approach, is needed.  

 

Another bottleneck, usually mentioned, is the lack of finance. This is certainly a 

constraint for many companies in the Public, SME and informal sub-sectors, but the 

wide presence of modern imported machineries also show that many companies are able 

to overcome this bottleneck. And still, these same companies lack of competitiveness, 

thus confirming that the main constraint is not in finance, but in human resources.    

 

Another common barrier to innovation is the limited access to external know-how and 

technology, as international exposure and linkages are week in most companies, except 

for the first group and a few SME. 
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The recommendations for a direct innovation strategy in the firms should be elaborated 

differently for the different groups.  

 

- The top performers have the financial resources and management capabilities to 

participate to an innovation programme as co-financer and direct technology 

users. This programme could be conducted together with available Universities 

and Research Centres, and with international support, to develop applied 

technologies for the same participant businesses.  

 

- Public Sector industry needs an institutional, organizational and management 

restructuring before anything else, because any project conducted in the current 

conditions would lead to failure.  

 

- The SME sector needs to organize itself in different forms, in order to acquire 

the capacity for accessing financial and technological resources made available 

by internal and international innovation systems.  

 

- The informal sector needs to change its status to formal SME, before becoming 

an actor in the innovation system and having access to its resources.  

 

All sectors need better management skills and qualified human resources, which brings 

into the picture the national education and training system 

 

Industry structures 

 

The Syrian industry is concentrated in few sectors: petrochemical, textile and clothing, 

agro food, pharmaceutical. Other sectors like ICT are recently emerging.  

 

The petrochemical is composed of few big multinational companies (MNC), in joint 

venture with the publicly owned Syrian Petroleum Company. The technology in the 

petrochemical is brought into the county by the MNC. As it focuses mainly on oil 

extraction and refinery, the petrochemical is not likely to produce much technological 

spill over to other sectors.  

 

The traditional sectors of textile and agro food include few big companies (public and 

private) and a vast array of medium, small and micro enterprises.  Their relative 

competitiveness is based on availability of raw materials and cheap labour force. As 

said before, innovation is generally concentrated in processes, whose technology is 

brought in through the import of equipment. These traditional sectors need a strong 

innovative effort in all areas to gain competitiveness, as they have to undertake deep 

transformations in organization, management and technology to reach international 

standards in productivity and quality.  

 

For big and medium companies of these sectors, innovation could be brought in through 

international technology transfer (FDI, Joint ventures, etc.).  Syrian companies have 

some assets to offer in order to attract foreign investors, particularly good raw materials, 

a growing local market and a strategic geographic position. Foreign investors could 

bring in technology and innovation in management, organization and processes.  
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Other, emerging sectors could represent catalyst of innovation and competiveness of the 

Syrian industry in the future: ICT, alternative energy. Here, some innovations could be 

developed locally, through the cooperation between local actors (enterprises, academic 

institutions, incubators) and international innovation programmes.  

 

Smaller companies in traditional sectors have no other choice for innovation, than to 

organize themselves. However, the level of organization of Syrian businesses is very 

low. 

 

A typical form of SME organization is through clusters. In the CGI indicator ―11.03. 

State of cluster development‖ Syria ranks 119
th
. The level of cluster in Syria is merely in 

the close localization of some companies, with no actual cooperation or joint activities 

of any form.  However, while clusters have been highly successful in countries where 

they were generated by market forces, policy-triggered clusters demonstrate both 

success and failures in international experiences. 

 

The creation of Industrial zones is in focus of the government since 2004, when the 

Industrial Cities Legislative Decree No. 57 was issued. Since then, three cities have 

been created in Damascus (Adra), Aleppo (Sheikh Najar) and Homs (Haussia) and two 

more are under construction in Deir ez Zor and Idleb. They focus on the provision of 

basic establishment services. The move to industrial zones may be considered the first 

step toward the growth of industrial clusters, however a large percentage of Syrian 

industries are still concentrated in scattered places, especially in Damascus and Aleppo, 

which impedes the growth of industrial clusters. 

 

Sector or business associations, when existing, are very weak and embryonic, 

performing only certain lobbying activities and no business support to their members.  

 

Textile sector 

 

Due to the importance of this sector in Syria, it seems useful to cite a survey conducted 

by MEDIBTIKAR on innovation in Textile Sector in some MEDA countries, including 

Syria. The general findings relevant for Syria are the following.  

 

- Most companies (in all countries) are constantly looking for new ways 

(innovation) to improve their performance. This is primarily being done on an 

individual basis with varying degrees of success. Trade journals, visits to trade 

fairs and the internet are currently the main methods being used. These activities 

are very often unstructured and inconsistent leading to insufficient knowledge 

about the emerging technologies. They lead to innovation by imitation rather 

than to in-house innovation. 

 

- Almost no companies had any concept of how to find information about possible 

opportunities for technology transfer either into or within the region. On the 

other hand, many companies expressed a strong desire to find suitable 

technology partners, most of them for product development, and some for 

manufacturing process as well. 
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- Most companies recognise that they (and their countries) lack well trained 

design resources. In several countries there have been national initiatives to 

resolve this issue but none have been outstandingly successful. Most appear to 

have been directed to only the aesthetic elements of design (fashion) rather than 

to the needed ‗industrial design‘ to meet the tastes and requirements of the target 

markets. 

 

- It is evident that there is ample opportunity for ‗technology transfer‘ into and 

within the region. For most companies, however, ‗innovation‘ means operational 

improvement rather than ‗high-tech‘ products or production. This means that 

most companies are much more interested in ‗practical‘ innovations that will 

help them to operate more efficiently and cost effectively in their current product 

areas and markets. 

 

This study confirms our analysis about the peculiar approach of Syrian companies to 

innovation, focused on product imitation or process improvement.  
  

Markets  

Goods market 

 

It is a fact that a long period of protectionism and closed markets in Syria has 

contributed to the growth of a non-competitive industrial sector. This situation has been 

rapidly changing in the last years, as many barriers to import of foreign goods have 

been reduced, the access to business has been facilitated and competition has been 

fostered. However, this process is not completed yet. The competition and antitrust Law 

n. 7/ 2008 reflects the trend toward a social market economy, but the impact of this new 

law is still to be seen. 

 

The CGI offers several indicators of markets efficiency. The whole 6
th
 pillar concerns 

goods market efficiency.  The 7
th
 pillar is about labour market efficiency.  

 

In the 6
th
 pillar, goods market efficiency, Syria ranks 101

st
.  According to the GCI, the 

market is generally dominated by a few business groups (indicator 6.02, where Syria 

ranks 101
st
) while anti-monopoly policies must be strengthened (indicator 6.03, where 

Syria ranks 85
th

).  

 

The presence of trade barriers to import is still strong although is improving in the last 

years (see indicator 6.09 where Syria ranks 101), while tariff barriers are considered the 

highest in the world (in indicator 6.10 Syria ranks 132!). As a matter of fact, Syria has 

been only gradually opening its markets, to allow local suppliers to adjust to the new 

and more competitive market conditions 

 

In any case, the gradual abolishment of trade and tariff barriers in Syria is an 

irreversible trend due to the foreseen access of the country to the WTO and the 

implementation of the EU – Syria Association Agreement.  Therefore Syrian companies 

will soon be stimulated, if not forced, by the foreign competition to innovate in order to 
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maintain or gain competitive positions. 

 

Regarding the intensity of local competition (GCI indicator 6.01) the Syrian position is 

at global average level (67
th
). We believe that this is due to the presence of wide SME, 

micro enterprises and informal sectors, where competition is fierce, while among big 

and medium enterprises the level of competition is much lower.  

 

Demand from Public Sector can also contribute to stimulate innovation in local industry 

through the procurement of innovative products and services. In Syria the weight of the 

Public Sector in the economy is high and could play a formidable role to encourage 

innovation. The Public Administration is in need of deep reforms leading to re-

organization or even reengineering, with the introduction of modern ICT and ERP 

systems. Therefore the implementation of reforms in the PA can be a formidable 

stimulus for the growth of the ICT industry.  

 

We can summarise the situation by saying that the goods market in Syria is undertaking 

a deep transformation, driven by the recent opening to international markets and trade 

agreements. The market is increasing its competitive level as never before through 

increasing free trade, reducing monopolies and improving entrepreneurship. These 

changes will create a conducive environment for innovation and growth. However, the 

process might have high social costs on the short term as uncompetitive firms will be 

pushed out from the market.  

 

Labour market 

 

Traditionally, labor market laws in Syria are giving protection to workers. As result, in 

the 7
th
 pillar of the GCI, labour market efficiency, Syria ranks among the very last 

countries (128
th
).   

 

However, there are some elements of flexibility in the labor market which favour 

employment, as suggested by the Syrian position in ―7.2. Flexibility of wage 

determination‖, where Syria ranks 50
th
).   

 

More disappointing results come from the GCI indicators reflecting the efficient use of 

human resource capabilities (from 7.06 to 7.09). In fact, pays are not linked to 

productivity (indicator 7.06, Syria ranks 97
th

 ), there is little reliance on professional 

management (7.07, 124
th

), the brain drain  is very high as the best human resources 

leave the country to pursue opportunities abroad (7.08, 118
th
) and the participation of 

female in labor force is extremely low (7.09, 130
th
).  

 

The overall assessment is that, while the labor market is giving some flexibility in the 

enterprise – workers relationships, this is not applicable to the most qualified human 

resources and to women in general. Therefore, opportunities for employing more 

qualified and talented people in suitable professional positions are lost, as well as the 

possibility of using the creativity of women, and the best human resources are obliged 

to leave the country.  

 

A new labour law was issued in June 2008. The law aims to establish a fair, balanced 
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contractual relationship for the benefit of both sides of the work contract, taking into 

consideration the legal and economic dimensions of this relation without overlooking 

humane and social dimensions. Due to its very recent release, the impact of the law is 

still to be assessed.  

 

Knowledge system 

In general, the high education and training system in Syria needs improvement to better 

respond to the needs of the economy.  

 

Syria ranks very low (104
th
) in the 5

th
 pillar of the GCI (Higher Education and 

Training). It ranks particularly low in the indicators ―5.05 Quality of management 

Schools‖ (107
th
) and ―5.07 Local availability of research and training services” (97th). 

However, it shows a better result in the indicator ―5.04 Quality of math and science 

education ―(61
st
), a result in line with another indicator in the Innovation pillar, ―12.06 

Availability of scientists and engineers‖, where Syria ranks above the global average 

(43
rd

).  

 

These results would give clear indications on the areas where the Higher Education and 

Training should be improved.  Scientific and economic faculties both create human 

resources for business, although their impact is different: science and mathematical 

faculties produce skills for direct innovation and technology creation, while economic 

faculties generate the capabilities to apply this knowledge into business. The CGI 

results on Higher education and Training would then confirm the impression that the 

major obstacle to innovation in Syrian business lays in its weak management capacity, 

rather than in the lack of technical skills.  

 

University system  

 

There are five Public Universities in Syria, located in Damascus, Aleppo, Lattakia, 

Homs and Deir Al-Zour, with regional branches in other cities.  They account for 96% 

of all university students. Private Universities started in Syria in 2001 and since then, 15 

such institutions have been established throughout the country.  

 

All Public Universities suffers of common weaknesses.  

 

- They are overcrowded with students and the number of teachers and training 

staff is insufficient to cope with such population.  

- The low ratio teachers / students do not allow effective communication and 

coaching, which are the only way to develop students‘ individual creativity.    

- Curricula are not updated; the system is based on notions transfer and 

examinations, and does not foster communication and creativity skills.  

- Obsolete infrastructures and technologies. 
- Very low level of research.  
- Poor relationship with industrial sectors and gaps between training curricula and 

job requirements. 
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Private Universities have better infrastructure facilities and a limited number of 

students, and seem offering more modern teaching methods and curricula. However, 

being in their early stage, the quality of their degree is still to be recognized and some of 

them have not graduated any class yet.    

 

The overall perception is that students graduated from the Syrian university system are 

not sufficiently qualified for joining an evolving economy which is facing the 

challenges and opportunities derived from globalization. Traditionally, public 

universities have been preparing students for the public administration while failing to 

feed the human resource needs of the private sector, particularly to manage business. 

Universities have generated employees rather than business people. The CGI indicators 

seem to indicate that science and mathematical faculties perform better than the 

economic ones.   

 

The whole university system (public and private) is governed by the Ministry of Higher 

Education (MOHE), who is aware of the weaknesses and is undertaking several actions 

to overcome them.  

 

In order to cope with the large student population, public universities have taken 

measures such as introducing multiple choice exams and cancelling research activities, 

while the government is planning to expand public universities facilities, limiting the 

students‘ enrolment to the capacity of the universities and increasing the number of 

teachers.    

 

Some specific projects of the MOHE are addressing the capacity of the University to 

generate qualified human resources for the business sectors.   

 

The Knowing about Business (KAB) project, developed in cooperation with the ILO 

and SHABAB, aims at introducing entrepreneurship as a mandatory subject in all public 

universities and is now incorporated into all vocational training in Syria. It trains 

teachers to deliver material on entrepreneurship and setting up a business.   

 

The  SKILLIFICATION initiative aims at developing critical thinking and 

communication skills in all students.  

 

The decision of the government to improve the tertiary education is manifested in the 

EU funded programme: Upgrading the Higher Education Sector in Syria (UHES). Its 

purpose is to provide support to the reform process in order to enable the Higher 

Education sector to respond efficiently and effectively to the needs of the economy. The 

programme covers public and private universities, intermediate Institutions, research 

centres and higher institutes under the mandate of the Ministry of Higher Education. 

 

Training institutes and programmes 

 
In recent years, several initiatives have been launched aimed at strengthening the 

national education system and filling the gaps between this and the national economy. 

They focus on business and vocational training.   
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The Higher Institute for Business Administration (HIBA), active since 2001, provides 

the labour market with skilled executives and top managers that acquire internationally 

recognized MBA.  

 

The Human Resources Development Center (HRDC), established by the Damascus 

Chamber of Industry with the support of the German cooperation, is offering training 

courses in various fields based on the survey of member companies‘ training needs. It is 

intended to become an internationally accredited center for Vocational Training. In 

addition, HRDC is administering the Apprenticeship System (Dual -Education), which 

aims at providing skilful labour force at the end of school/institute years. However, it 

seems that the potential of the center is underutilised, as the demand from companies is 

lower that the centre capacity.  

 
The Vocational Training Complex (VTC), under the Ministry of Industry, is the major 

provider of trained manpower and runs nine training centers, spread over four 

governorates.  The whole 

organization trains 3000-4000 students per year. 

 
The EU-Modernization of Vocational Education and Training Program in Syria 

(MVET) is another initiative aimed at improving the quality of vocational manpower 

with a focus on: building capacity for private sector and employers organizations 

(Chambers), improvement of their human resources development functions, building 

capacities for 16 vocational training centers and building capacity for the employment 

offices. It will focus on two key economic branches: ready-made garments and 

engineering/maintenance.  

 

The Aleppo Clothing and Textile Development Center (CTDC) is a training school for 

textile sector, associated to the Aleppo Chamber of Industry and supported by foreign 

donors (Japanese and Italian Cooperation). It provides training in product development 

and design for clothing companies, and could represent a useful initiative to directly 

foster innovation in the textile industry.  

 

The Syrian Enterprise and Business Centre (SEBC) has established an independent 

training centre, rooted in its multiannual successful experience in delivering 

management training to the business community. The vision is to maintain the centre as 

the leading business training institution in Syria, based on continuously updated 

management and business training courses. The centre designs and implements specific 

programmes to address different beneficiaries: business owners and managers, business 

consultants, young students.   

 

The SEBC training centre does not confine its activities into training but also support its 

beneficiaries to achieve their professional goals. Business consultants are helped to get 

an international recognized certification.  It has also launched a successful educational 

programme, SKILLS, in cooperation with the European Training Foundation, to 

facilitate the insertion of students licensed from secondary schools into the business 

community, as small entrepreneurs or skilled employees.   
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SHABAB is a non-governmental organization funded in 2005 by the Syria Trust for 

Development and now active in six main Syrian cities. It focuses on development of 

Syrian youth and helps them prepare for private sector work or to start their own 

business. It runs several projects, including the Knowing about Business in cooperation 

with the Ministry of High Education, mentioned before. Their Business Awareness 

Program is aimed at 15-17 years old people who are stimulated to discuss business ideas 

with experienced business managers.  

 

The Junior Chamber International (JCI) is a worldwide federation of young leaders 

and entrepreneurs aged 18-40 years, present in Syria since 2004. The organization helps 

young people to develop the necessary skills for successful business, by conducting 

personal development training and business lectures.    

 

Our overall appraisal of the training system indicates that human resource development 

is a major concern of the Syrian government and initiatives are rapidly expanding, also 

with the support of international donors. This training is focused on vocational 

education and business subjects and aims at covering the needs of Syrian economy.  

 

However, while the supply of training is growing, the demand from companies lags 

behind. It seems that companies‘ owners are not fully aware yet of the need of 

developing their human resources and do not make full use of the opportunities offered 

by this variety of training initiatives.   

 

Hence, the policy implications would be:  

 

- To establish a coordination mechanism of the different initiatives to improve 

effectiveness and avoid duplications. The private sector should be represented in 

this coordination mechanism.  

- To create awareness among the business community on the need for improving 

the qualification and skills of the human resources. 

- To improve the labour market mechanisms to facilitate the insertion of trained 

and skilled human resources into the business system.  

- Address the need for applied science training (the recent model of the Baath and 

Damascus Universities departments for textiles‘ graduates should be studied) 

 

Research and technical centres  

 

In terms of research skills Syria demonstrates a significant weakness in the number of 

researchers with 29 Researchers in R&D (per million people), which ranks it only lower 

to Qatar among all Arab countries. 

 

The CGI indicators in this field are particularly low for Syria: in ―5.07 Local 

Availability of research and training services‖ it ranks 96
th

, and in ―12.02 Quality of 

scientific research institutions‖ ranks 110
th
.  

 

A lot of technical centres exist, but they focus mainly on testing services, while the level 

of research activity is very low, under-resourced and with very weak links to industry. 

The centres‘ management structure is bound to the rules of the public administration; 
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hence strategic management and accountability have not been adopted. The endowment 

of equipment is often adequate and modern, but underutilized.  

 

The governance body for research activities in Syria is the Higher Commission for 

Scientific Research (HCSR) established in 2005 to perform an advisory role to the 

government on science, technology and innovation related issues. It is composed of a 

Supreme Board with representatives of involved ministries and Public Universities, 

headed by the Prime Minister; an administrative board, headed by the Commission‘s 

Director and including executive staff of the same ministries and Universities; and the 

operational staff composed of 10 people. The commission tasks include:  

 
- To conduct surveys on research activities and develop a comprehensive national 

policy for Scientific Research and Technological Development, with the related 

strategies to meet the requirements of sustainable economic and social 

development;  

- Supporting scientific research organizations to achieve their goals, including 

enhancing their budget;  

- Promote coordination and linkages among research institutions, universities and 

industry; 

- Support specific research projects, using the new Research Support Fund.   

 
The HCSR objectives are broad and encompassing; however it does not fully dispose of 

the means to accomplish them. The capability of the Commission should be 

strengthened through the recruitment of additional qualified staff, the establishment of 

an office for international relations and the access to technical support from 

international agencies.  

The main technology centre in the country is the Higher Institute for Applied Sciences 

and Technology (HIAST), established in 1983. Its aim is to conduct scientific and 

technological research in all applied sciences and technology fields. It also executes 

joint projects at the regional and international levels to transfer technology and 

exchange experience. Since its start, HIAST has environmental-studies lab which is 

considered one of the pioneering labs in Syria in this field.  

R&D activities developed by HIAST are in the areas of ICT, applications of 

Electronics, Mechanics and informatics in industry, applied Physics and Mathematics 

renewable energy.  HIAST takes part, in collaboration with other local and regional 

institutions, in proposing and channelling projects for external sponsorship through the 

European aids programmes, such as EUMEDIS, TEMPUS and FP7. 

The Industrial Testing and Research Centre (ITRC) was created with presidential 

decree in 1965 in cooperation with the UN. It is sectorally organised (Chemicals, 

Cement, Food etc). It offers mainly testing services, which account for 85% of its 

activities. Other services include consulting on quality, research, training and 

consultancy. Clients are mostly Public Companies. Its budget is covered by the Ministry 

of Industry but it also generates some income from charging fees for its services. 

However, of the whole ITRC income, only 5-7% comes from private sector and the 

services are subsidised in order to be attractive to the companies. The number of people 
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employed and working in ITRC is significant (250) of which 100 graduates and 90 

intermediates. The level of equipment is quite good but underutilised.  

 

ITRC does not activate any promotion campaign towards industries, especially SMEs. 

Linkages with the private industry are weak. There are contacts and some agreements 

signed with international centres which are not actually implemented. The centre needs 

to strengthen its networking capacity to use the opportunities available from the 

international cooperation (f.i. with  FP7).  

 

The National Energy Research Centre was established under the Ministry of 

Electricity 2003 to conduct studies and research and develop proper strategies and 

policies to optimise the use of energy resources. There are recent and ongoing examples 

of innovative and other activities. It has a few cooperation initiatives outside the country 

but limited with local industry/universities. 
 
Our overall assessment of the research activities in the country is summarised as 

follows:   

 

- The recently created Higher Commission for Scientific Research should be 

strengthened to fulfil its coordination role.  

 

- The level of research activities in public institutions, whether Universities or 

research centres, is very low and inadequate to generate innovations for business 

activities.  

 

- The existing public research organizations suffer of common weaknesses of the 

public sector and need restructuring, more resources, better management and a 

proactive and market oriented approach to fulfil their mission. Incentives to the 

staff, based on results achieved (f.i. in R&D) should be offered.   

 

- Linkages with private sector should be institutionalized and strengthened, to help 

developing research activities with practical application for business 

development.  

 

- A regulatory framework is needed to foster and harmonize research activities 

conducted by Universities and Research Centres and their interaction with 

business sectors.  

 

- A strategic approach to international collaborations is needed. English 

knowledge for the centers staff should be a prerequisite. The international 

cooperation instruments such as FP7 should be better utilized.  

 

- It is advisable to introduce project-based funding in cooperation with companies 

and Universities (triple helix model) in parallel with institutional funding.  
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Intermediaries 

The development of a varied sector of intermediary organizations is rightly considered 

an essential driver to foster business development and competitiveness. Strange enough, 

this sector is not covered in the GCI and there are no other specific surveys or statistics 

available to measure the comparative position of Syria in this sector.  

 

The intermediaries sector is recent in Syria but is growing fast.  Many initiatives have 

been launched in the last years, usually supported by external donors and technical 

assistance agencies.  

It is also well in focus of the government as the current Five Years plan includes the 

establishment of University Incubators and Technology Parks.  

 

The oldest intermediary organization in the country is the Syrian Enterprise and 

Business Centre (SEBC), which started in 1996 as an EC-funded business development 

programme, later converted into a national non-governmental institution. The SEBC 

objective is to support private sector and economic development through a wide array of 

initiatives: acting as a think tank for economic policies; developing business support 

services; delivering technical assistance services to enterprises and other intermediary 

organizations; implementing EC funded private sector development programmes.   

 

In this report we want to stress the key strategic role of SEBC in the development of the 

intermediary sector, as many business support organizations have been launched or 

supported by this centre. In this activity SEBC is applying the successful strategy which 

led to its own establishment, as the centre initially launches projects to introduce new 

business support services in the country, and then promotes the transformation of these 

projects into independent organizations.  

 

In the previous section we have already mentioned the SEBC Training Centre which is 

a spin-off from the SEBC training activities.  The SEBC Business Incubators are 

another application of this strategy. The first incubator was established in Damascus 

2005, and a second one followed in Aleppo in 2008. They provide in-house and off the 

walls incubation services to business start ups, but also technical assistance to other 

emerging incubators. While they are still running under the SEBC umbrella, they are in 

the process of being transformed into an independent organization.      

 

The SEBC also supported the creation in 2003 in Damascus of MAWRED, an incubator 

for start-up businesses to be established by women.   

 

The first ICT Incubator in Syria was established by the Syrian Computer Society 

(SCS), to foster and promote the development of new ICT enterprises. The SCS 

established the incubator within Damascus University‘s campus; a new incubator is 

being launched in Homs, to be followed by a network of ICT incubators, to be 

established in cooperation with the universities. The board of trustees of the ICT 

incubator includes Damascus Universities and representatives of the consulting sector 

and chambers of industry. The incubator is associated to a network of ICT incubators in 

the MENA countries.  
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The ICT incubator is a successful model in Syria and provides technical assistance to 

graduated people from the ICT University who wish to start their business. However, 

the lack of financing sources for the incubated firms is a serious bottleneck.  The 

incubator is planning to develop applied research projects in cooperation with the 

universities and the business companies, using the successful model of the University 

Incubator which links professors, students and industry, and is working in drafting the 

regulatory framework for this activity.   

 
The Business Innovation and Development Center was established in Deir Ezzor by 

the Government of Syria with the support of UNDP, TOTAL E&P Syria, Deir Ezzor 

Chamber of Commerce and Industry and the Spanish Cooperation. The Center acts as a 

facilitating and capacity-building center for local Syrian entrepreneurs to meet their 

business development and technical needs. It provides training and business incubation 

services.   

 

Several other initiatives are in place to foster entrepreneurship by providing technical 

assistance, training and, in some cases, access to small finance to their beneficiaries. 

They include:   

 

- the Syrian Young Entrepreneurs Association (SYEA), which helps people 

between 25 and 40 years old to start their business; 

- the FIRDOS Village business incubators, which operate in 60 villages 

throughout the country; 

- the Village incubator of  Harran Al-Awameed, on the north-west region, 

supported by the Ministry of Social Affairs and Labour; 

- BIDAYA, which provides access to finance to young small entrepreneurs;  

 

The Ministry of Industry is planning to set-up incubators in each Industrial Zones, in 

cooperation with local universities and industry, thus applying the triple helix model. 

This valuable initiative is still in phase of study because, being the incubation a new 

activity in Syria, it requires technical assistance from international agencies.  

 

In Homs the planned Hassia University incubator, funded by the Hassia Industrial zone 

and the University Al Bath, is expected to open in 2010. It will help students from the 

University to find investors and set up their own companies within the industrial park. 

The SEBC Business Incubator will support this incubator by providing technical 

assistance for its management.  

  

A pool of Syrian researchers abroad have formed, in 2001, the Network of Syrian 

Scientists, Technologists and Innovators Abroad (NOSSTIA), a nongovernmental 

organisation that groups high-level expatriate Syrian scientists and innovators in all 

fields of technology.  The organization aims at promoting academic cooperation 

between Syrian and foreign institutions in developed countries. In the short term, one of 

the network‘s principal objectives is to build permanent relations between Syrian and 

European institutions, thereby leading to the creation of common curricula, projects and 

research programmes, and to the exchange of human resources.  
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The Syrian Management Consultants Association (SMCA) was founded in 2005 to 

develop, improve and encourage the professional practice of business and management 

consultants, through training, promotional activities and networking.     

 

All these intermediaries suffer of two main weaknesses.  First of all, weak human 

resource basis.  There is shortage of qualified local trainers and consultants, and only a 

restricted number of professionals is assisting these organizations. The staff of many 

organizations is still young and needs to gain experience.  

 

The second main constraint is the strong financial dependence from external 

contributions. All these organizations are co-financed by external donors and the 

government, while the level of financing from clients or beneficiaries is low. In other 

terms, the services they deliver are heavily subsidized.  This situation can be considered 

physiological at the initial development stage of these organisations: they are often 

ahead the business community in delivering services for which the demand is still 

emerging. Therefore, the stimulation of the demand is a main priority, f.i. through 

awareness campaigns. However, the same organizations must improve the quality of 

their services to stimulate the demand and justify the fees to be paid for their services.  

 

Due to the importance of the intermediary sector for the development of innovation in 

existing and emerging businesses, the strengthening of this sector should be considered 

as a first priority in the Syrian innovation strategy.  

 

Financing system 

The bank and finance system in Syria is undertaking a rapid transformation which is far 

to be completed.  While an increasing number of private banks are accessing the 

country, the weight of the public sector is still preponderant.   

 

In the GCI, the pillar n. 8
th
 ―Financial market sophistication” is where Syria ranks at its 

lowest position: 123
rd

.  

 

The weaknesses on the supply side are well known and are particularly severe in case of 

SME and business start ups. For SME is very difficult to get a loan without heavy 

collateral. The CGI Indicator ―8.03 Ease of access to loan‖, measures to what extent a 

bank loan can be obtained with only a good business plan and no collateral. In this 

index, Syria ranks 102
nd

. 

 

The availability of equity from the financial system is also limited. Syrian companies 

use to finance themselves through the traditional FFF system (family, friends and 

fools). In the indicator ―8.02 Financing through local equity market‖ Syria ranks 118
th
. 

For business start ups there is no venture capital available and the result of the CGI 

Indicator ―8.04 venture capital availability‖, where Syria ranks 100
th
, can even be 

considered too generous.  

 

Many initiatives have been taken by the government to address this issue and good 

results are expected to be seen in the near future. First of all, the establishment of the 
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Damascus Security exchange (DSE) which opened in March 2009 and is currently 

listing a dozen of companies.  

 

The European Investment Bank has established a Syrian Fund for Project Finance of 

Euro 80 million, to provide long term loans for investment projects of Private Sector 

Companies. The projects‘ cost must be in the range between EUR 400,000 and EUR 25 

million.  Loans are guaranteed by collateral and are channelled through national public 

and private banks.   

 

A Loan Guarantee scheme for SME is under preparation by the SEBC, with the 

support of the SSP. It will provide assistance to viable businesses, subject to eligibility 

criteria, that are unable to meet collateral requirements of banks.  

 

Several micro finance projects and one Microfinance bank are in place with the support 

of international donors and organizations. They serve a demand of projects worthing a 

few thousand Euros.  

 

While all these initiatives will enrich the supply side of the financial system, they are 

still insufficient to properly address the financing needs of the SME sector. SMEs need 

a special approach by banks, based on close communication, knowledge of their 

peculiar business systems, flexibility and the willingness to share some risks. Banks 

should play a strong development role and act as a driver for business creation and 

growth. Commercial banks are not suitable for this.  

 

Regarding the financing gaps, our impression is that the existing initiatives (with the 

only exception of the SEBC Loan Guarantee Scheme) will cover the demand for micro 

and small loans (few thousand of Euros) and for big loans (200,000 Euros and above), 

leaving a gap in the range between them. This is a typical range of investments for small 

innovative industries or service companies, which need little tangible assets, and for 

SME in development and first-expansion phases. This market segment is not suitable to 

venture capital or other equity systems, which go for bigger amounts to recover the high 

risks of their investments. It is also not suitable for traditional lending system, as it lacks 

of sufficient collateral. It should be served by a development-oriented credit system 

which considers the quality of the project and the entrepreneurs as sufficient assets for 

financing.  

 

On this regard, we endorse the recommendation of a feasibility study conducted in 2006 

by Bankacademie International on behalf of the MoF, for the creation of a Syrian 

SME Bank. This would be a development bank focusing on SME and start ups, 

furnishing them with particular and tailored financial services which are not offered by 

commercial banks, especially medium- to long-term loans. This bank, which should be 

steered by the government but with the participation of the private sector, could be 

created from scratch or through the transformation of an existing public bank. 

 

The best vehicle to finance business start ups would be, in theory, an equity fund or 

venture capital. This option could also be studied, but our first impression is that the 

preliminary conditions for a successful equity fund are more difficult to be met in Syria. 

There is a well know aversion in Syrian entrepreneurs toward sharing and disclosing 

their business to third parties; the equity market is still at embryonic stage; and the 
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financial accounting and due diligence services (and their relevant regulations) in the 

country are not yet at international standards.   

 

Finally, we wish to stress the weaknesses on the demand side of the financial market, 

which include:  

 
- Lack of transparency in firms, due to poor accounting systems and lack of 

willingness, which lead to unrealistic financial statements.  

 

- 

- 

 

 
Unfortunately, not much is being done to address the constraints on the demand side. 

The SSP provides assistance to companies in the preparation of business plans suitable 

for finance from the bank sector: however, this programme is expected to end in 2010 

and no similar other project is foreseen in the near future. Therefore, we stress the 

urgent need for a programme of technical assistance to SME in the preparation of 

business plans and sound accounting systems, to make them an easier client for banks 

and financing institutions.  

 

 

Government 

Innovation Policy 

 

There is no national policy on innovation in Syria. The government is currently engaged 

in development policies in all main blocks of the innovation system, such as improving 

high education and training, liberalising goods markets, attracting foreign direct 

investment, developing key sectors such as ICT, fostering entrepreneurship through 

incubators, among others. An innovation policy is emerging as an intersection in all 

these, but with no autonomy or agenda of its own. There are some internal policy 

documents on innovation, but no formally published policy paper to provide guidance to 

the ministries and other economic actors. These documents prioritize IT, manufacturing 

and agriculture as areas for development.  

 

The already mentioned MEDIBTIKAR study is the only available, covering (partially) 

the national innovation system. A study by the GTZ is in process. Data on research 

activities and innovation in companies or outside them are very limited, and the GCI 

collected by the NCO is the only systematic one available (although focused on 

competitiveness).  
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Due to the lack of a national policy, there is no specific governance body on Innovation. 

As in most countries, responsibilities for innovation policies are shared among many 

ministries, agencies and intermediaries, but coordination, interaction and evaluation of 

policies appear missing.  

 

The Ministry of Industry (MoI) is the one mostly connected to innovation in industry. It 

supervises the Public Sector Enterprises, the ITRC, and the authority for specifications 

and standards. Many vocational training centres, NGOs and associations are also under 

its supervision.   

 

The Ministry for Economy and Trade (MOET) supervises economic development and 

this mandate links it to innovation and entrepreneurship. It supervises economic policy, 

export promotion, trade enhancement and entrepreneurship. Within the MOET, the 

Commercial and Industrial Property Protection Directorate is responsible for the 

registration and the management of patents, industrial designs and trademarks. 

 

The Ministry of Higher Education and Scientific Research has responsibility for the 

Educational and research establishments (with the exception of sectoral research like 

agro food). It is responsible for the organization of links between university, research 

and industry. 

 

As mentioned in the chapter on the knowledge system, the Higher Commission for 

Scientific Research is the governance body for innovation related to R&D.  Its board 

includes the Ministry of High Education, Ministry of Industry and MOET and the Prime 

Minister as chairman.   

 

A Research Funding support law was issued by the President to provide support funds 

to research projects. The fund is managed by the Higher Commission for Scientific 

Research and has a budget of 250 M/Syp per year. This limited fund should support 

research projects by universities, research centres and SME alike.    

 

The country lacks of a specific statistic system on innovation. The subject is not covered 

by the country national statistics.  The only institution which is collecting data related to 

innovation in business is the National Competitiveness Observatory (NCO), hosted by 

SEBC and reporting to the Vice Prime Minister for Economic Affairs. The NCO has the 

mission to provide measures of competitiveness of Syria, suggesting strategies and 

disseminating information thereon. The NCO is the national counterpart of the WEF for 

the elaboration of the GCI.  

 

Business environment 

 

The Syrian government has made great efforts to simplify and improve the business 

framework. It has signed in 2004 the Euro-Mediterranean Charter of Enterprises and 

included its principles in the Five Years Plan 2006-2010.   

 

These measures have widely improved the regulatory framework for entrepreneurship 

and the process to start a new enterprise has been simplified. As shown in the GCI, in 
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indicator ―6.06 Number of procedures required to start a business‖ Syria climbed up 

from 108
th

 in 2008 to 60
th

 in 2009. Likewise, in indicator ―6.07 Time required to start a 

business‖ Syria climbed up from 96
th

 in 2008 to 49
th
 in 2009.   

 

However, according to other international surveys, Syria still ranks among the most 

difficult countries to run a business. The Doing Business report is meant to measure the 

simplicity of doing business in 183 countries and is published jointly by the World 

Bank and the International Finance Corporation. The last edition of Doing Business 

report, released in September 2009, classified Syria 143
rd

 out of 183 countries around 

the globe. Syria fell by six ranks from the year before, and it is now 17th in the MENA 

region, with only Iraq and Djibouti doing worse. 

 

An EC funded programme, the Business Environment Simplification Programme 

(BESP), has recently started with the objective to contribute to the Syrian economic 

reform programme through the improvement and simplification of the business 

environment in the country. The programme will establish and implement a range of 

actions that will remove bottlenecks, reduce unnecessary red-tape and promote 

transparent and fair practices for the Syrian business community. 

 

Easy regulations are a first step to facilitate entrepreneurship, but are not sufficient. 

Access to resources (finance and information) is also needed. A supportive financing 

system is required to help people with innovative ideas to start their business. A varied 

structure of intermediaries is required to provide these people with the needed 

information and technical assistance. As discussed previously in this section, these two 

services are still very weak in Syria, particularly the financing system for business start-

up.    

 

Policies to support Investments 

 

The first law which promoted foreign and domestic investment in the country was Law 

n. 10 / 1991.  In 2007 the Government introduced Investment Promotion law n.8 /2007 

to replace that law. The new law offers many incentives to all investors and 

considerably improves the rights and the conditions for foreign investments. With a few 

exceptions, all economic sectors are now open to foreign investors. Imports necessary 

for investment can be made without restrictions and are exempt from custom duties. 

Projects subject to this law benefit from favourable tax conditions.  

 

The Syrian Investment Agency (SIA) is a non-profit government organization 

(established through special decree 9/2007), directly responsible to the Prime Minister 

and charged with accelerating the investment in Syria. It aims at implementing national 

investment policies and developing and promoting investments in Syria, within the 

framework of law n. 8/2007. Through its One-stop shop the SIA provides information to 

investors to obtain the necessary authorizations to start up operations and offers 

assistance in the implementation.  

 

As result of these efforts, Syria is becoming a more attractive country for investments, 

and Foreign Direct Investment reached 2.1 billion USD in 2008, an increase of 70 

percent compared to the previous year.   
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Intellectual property protection 

 

Syria is member of the WIPO Convention on Industrial Property since 2004.  The 

Syrian law No. 28 /1980 regulates patents; the recent law No. 8 / 2007 was issued for 

distinctive marks, geographical indications and industrial drawings and designs. Syria 

also signed a number of international agreements in the field of intellectual property. 

The Supervisory body is the Ministry of Economy and Trade through the Industrial 

Property office, Director of Commercial and Industrial Property Protection. 

 

Syria achieved a good comparative position in protecting Intellectual Property 

according to the Global Competitiveness Report, as it ranks 59
th
 in the indicator 1.02.  

Several developments in this field, such as issuing new laws and amending old ones, 

modernizing the infrastructure, facilitating the process of obtaining patents, caring for 

protection of trademarks, have contributed to this result. However this result should be 

analyzed further as it is in contrast with the practical observation on the local markets, 

where the presence of counterfeit goods is still remarkable.  

 

It would be incorrect to draw, from the GCI indicator, the conclusion that IPP is not a 

priority for an innovation strategy in Syria. IPP is a complex matter and its impact on 

ITT is contradictory. While strong IPP regulations may foster production of inventions 

and innovations, they can also hamper their spill over into the business community, thus 

limiting their impact on the country economy. As a matter of fact, a looser IPP 

regulation can be helpful whereas a country must rely more on imported knowledge and 

technology and on incremental innovation, as it is the case for Syria. However, the 

access to international trade agreements such as the WTO, the GAFTA and the EU 

Association Agreement can put pressure for the establishment of stricter IPP rules to 

protect international trade.      

 

Therefore, a specific study on IPP regulations in Syria and their economic impact is 

recommended. The study should determine the right balance, in all different aspects of 

the IPP system, between the need of the widest possible diffusion of knowledge and 

innovation, to foster economic development, and the protection of the rights of their 

producers, in line with the international regulations and agreements.  

 

The Ministry of Economy and Trade is currently working to develop a general strategy 

for protecting intellectual property, to protect investors and attract foreign innovation 

agencies, according to the directives acquired from the Word Intellectual Property 

Organization (WIPO).  The plan includes activities to spread awareness about 

intellectual property, in cooperation with the Syrian chambers of commerce and 

industry, through guide books about trademarks and industrial models. Cooperation 

with the Ministry of Education is also underway to include in the Universities 

educational material that encourages innovation and develops talents and to spread 

awareness about intellectual property.  

 

Infrastructures  
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Syria has a relatively good telecommunication network in comparison with 

neighbouring countries, which has been expanding after the liberalization of the 

telecommunications services in the early 2000. In the GCI indicator n. 2.08 ―availability 

of telephone lines”, Syria ranks 70
th
.   

 

The internet system has been recently expanding but the number of internet users is still 

limited (17.4 per 100 people) and the broadband internet users are a small niche (0.1 

subscribers per 100 people). The same occur for mobile telephone systems, as the 

number of users (34.5 per 100) places Syria at 112
th
 place of the relevant GCI indicator.  

 

The still limited diffusion of internet, specially the broadband internet which is needed 

to transfer heavy data, creates an obstacle to the diffusion of knowledge. But it may also 

represent a great opportunity for the development of the ICT industry in the country.  

 

International dimension 

Connecting the Syrian innovation system with international systems is the condition to 

import innovation and technology which are being developed abroad. As the national 

innovation system is still weak and fragmented, the international connection might 

represent the essential driver for internal development and growth.  

 

As a matter of fact international innovation systems are already global, a natural 

consequence of the fact that goods, labour and financial market are also globalized.  

Free international trade is bringing into all countries innovative products, which 

incorporate new designs and technology than can inspire domestic manufacturers; 

skilled people with innovation potential are free to move to other countries to catch 

better professional opportunities (actually the Syrian Diaspora is estimated at 13 to 15 

million people); financing institutions are free to invest worldwide in businesses with 

higher level of innovation as they offer the highest rate of return on the long term; 

international organisations are protecting intellectual property rights worldwide. In the 

same way, the globalization of the industrial value chains (particularly strong in sectors 

like textile and ICT) is causing the transfer of new technologies and production systems 

from the developed to the emerging and developing countries.  

 

Within this framework, the most advanced countries are giving a strong international 

focus to their innovation policies. The European Union is financing several regional 

programmes to foster innovation in members‘ countries, and to link their innovation 

systems to non-European partner countries. Regional networks of innovation actors are 

being created worldwide.     

 

There are plenty of international opportunities that the Syrian innovation actors could 

exploit to develop their capacity and improve their role in the system. In this chapter we 

briefly describe the on-going and recently concluded initiatives linking Syria to 

international programmes on innovation.   

 

European cooperation 
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The ESTIME project (Evaluation of Scientific and Technological capabilities in 

Mediterranean countries) was funded by the European Union for a period of two years 

and a half (September 2004 to February 2007). It aimed at the description of the 

scientific and technological capabilities in eight partner countries of the Mediterranean 

(Morocco, Tunisia, Algeria, Egypt, Lebanon, Syria, Jordan and Palestinian Territories). 

Unfortunately, a specific report on Syria was not issued. The project recommended:  

 

1. Create observatories of science and technology at the national level.  

 

2. Promote a Euro-Mediterranean Innovation Space (EMIS) to conduct innovation 

surveys, mapping of technology transfer units, analysis of ―bridging‖ institutions and 

elaboration of innovation policy.  

 

The recommendations of this project are being implemented in Syria through the 

mandate assigned to the newly established Higher Commission for Scientific Research.  

 

The Seventh Framework Programme for Research and Technological Development 

(FP7) is the European Union's main instrument for funding research in Europe and it 

will run from 2007-2013. Its budget for the seven years is 50.5 billion Euros. The FP7 

bundles all research-related EU initiatives together under a common roof, playing a 

crucial role in reaching the goals of growth, competitiveness and employment. In 

addition, FP7 is open to the participation of non-European Union Member States, the 

so-called International Cooperation Participation Countries (ICPC), and more than 60% 

of the budget goes to support international collaborative R&D projects.  

  

Syria is an ICPC member of the FP7. The Higher Institute of Applied Science & 

Technology (HIAST) established the Syrian Information point (www.inp.org.sy) to 

facilitate the participation of national entities to the FP7. Syrian institutions (such as 

HIAST, ICARDA, some Universities and others) have participated to research projects 

funded by the previous Framework Programmes. 

 

The international cooperation projects of FP7 must include at least four entities, two of 

which established in different Member States or Associated countries, and other two 

established in different international cooperation partner countries.  Any company, 

university, research centre, organisation or individual, legally established in any eligible 

country, may participate in a collaborative project provided that the minimum 

conditions laid down in the Rules for Participation have been met.  

 

The activities supported by the Seventh Framework Programme are funded through a 

range of ‗Funding schemes‘, which support collaborative research projects, networks 

coordination and support actions,  training and career development of researchers and 

research for the benefit of specific groups (in particular SMEs). This latter scheme 

(funding scheme n.6) supports research projects carried out by universities, research 

centres or other legal entities, for the benefit of specific groups, in particular SMEs or 

associations of SMEs. Efforts will be undertaken to mobilise additional financing from 

the EIB and other financial organisations.  
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MEDIBTIKAR is an EC funded programme covering the MEDA countries. The name 

Medibtikar is derived from Mediterranean and Ebtikar (Arabic for Innovation). The 

Programme‘s budget is 7.3 M EURO, it began in 2006 and runs till end of 2009. The 

Programme is managed by the EC Delegation in Cairo. In Syria the counterpart 

institution is the Ministry of Industry, EU Cooperation Department. 

 

This Programme provides the MEDA countries with instruments to stimulate innovation 

at the firm and country levels. The project stimulates networking across the MEDA 

region, and between the region and the countries of the European Union; supports the 

creation and/or improvement of intermediary organizations in charge of implementing 

support policies for SMEs (Innovation and Technology Centers, TechnoParks, 

Incubators, etc.); supports the development of a national innovation strategies; deliver 

training courses on innovation and related activities.  

 

In Syria MEDEBTIKAR delivered training courses, organized study tours in partner 

countries, and prepared a Diagnostic Study of Syrian innovation system, issued in 2008. 

This study suggested the establishment of a new Innovation Unit within the Ministry of 

Industry aiming at the coordination of innovation support schemes and policies. 

However, no such unit has been established so far.  

 

The EC funded TEMPUS is a programme seeking cooperation between European and 

MEDA countries in the area of Higher Education and Training.  Its University Chair on 

Innovation is a regional project involving Aleppo University and other international 

institutions (UNIDO, Politecnico Milano, Graz University, other Universities in MEDA 

Countries).  It lasts three years and has 1,3 M Euro Budget. The specific objectives of 

this project are:  

  

- establishing an university chair on innovation in MEDA region 

- developing technology transfer policy and train its operators 

- initiating a training programme on innovation 

- developing an EU-MEDA virtual environment and strategy for university-

industry cooperation in innovation 

 

Syria has recently joined the Enterprise Europe Network (EEN) who offers a ―one-stop 

shop‖ to meet all the information needs of SMEs and entrepreneurs in Europe and 

partner countries. The network services are specifically designed for small and medium 

enterprises (SMEs) but are also available to all businesses, research centres and 

Universities across Europe and partner countries. The Enterprise Europe Network is 

made up of close to 600 partner organisations in more than 40 countries.  

 

Launched in 2008 by the European Commission, the Enterprise Europe Network 

combines and builds on the former Innovation Relay Centres and Euro Info Centres 

(established in 1995 and 1987 respectively).  Enterprise Europe Network Syria was 

launched on the 2nd of December 2008, after signing an agreement between the 

European Commission and the SEBC.  

 

The EEN plays a role in supporting the development of innovation and transfer of 

technology between member countries, as its activities include:  
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- Developing the research and innovation capacities of SMEs by helping to create 

synergies with other research actors, foster technological cooperation and 

holding brokerage events. 

- Helping SMEs to share research results, participate in research programs and 

apply for funding, particularly from the EU‘s Seventh Framework Programme 

for Research and Technological Development (FP7). 

- Involving SMEs and business actors in the policy-making process, by 

transmitting feedback to the Commission and monitoring the implementation of 

EU policies in the field of competitiveness and innovation. 

The Syrian incubators are associated to the Incubator Network in the Middle East and 

North Africa (MENA), established with the support of the World Bank. The network 

aims at developing incubator technologies and exchanging experience and expertise 

among the partners.  

  

United Nations cooperation 

 

The United Nations Development Programme (UNDP) is quite active in Syria in 

supporting economic development. Several projects have been implemented in the area 

of investments and competitiveness.  

 

Its project Enhance the investment environment started in 2006 and will run until 

2011.  The project includes, among others, the following activities:   

- Support the Syrian Investment agency 

- Establishing the One Stop Shop in order to facilitate the procedures for all 

investors (it was launched in December 2008). 

- Creating the First Investment Map.  The Syrian Investment Map aims at 

providing the investors with a clear vision of the Investment Environment in 

Syria. 

 

The project Towards Changing the Competitiveness Mindset was carried out by UNDP 

from August 2005 to December 2008.  The project delivered, among others, the 

following results:  

- Establishment of the National Competitiveness Observatory (NCO), which was 

later on transferred to the SEBC.   

- Benchmark Syrian competitiveness indicators with other countries, including 

Syria in Global & Regional Competitiveness Reports.  

- Assist the government in issuing the First Syrian National Competitiveness 

Report 2007.  

 

The United Nations Industrial Organization (UNIDO) is implementing the Industrial 

Modernization and Upgrading Programme in Syria (IMUP - Syria), with the financial 

support of the Italian cooperation. The main activities of the first phase of this 

programme, recently concluded, included the preparation of an overall industrial 

modernization policy, the elaboration of a textile sector strategy and the upgrading of 40 

enterprises in the textile and garment sector. The programme will be continued through 

a second phase, to start in 2010.  
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IMUP-Syria is also working on the establishment of a textile technical center in 

Damascus, through a public-private partnership and the technical and financial support 

of UNIDO. This center – which will start mainly as a testing center – will support the 

production process along the whole textile-chain, promoting the use of quality standards 

and assuring a constant quality level of semi-finished and final products.  

 

The unit in charge of the local implementation of the IMUP Syria project (called 

Upgrading Modernization Unit – UMU) can be considered a business service provider, 

since it has provided technical assistance, marketing and product innovation 

consultancy, accounting assistance and training to firms and national consultants, in 

addition to enterprise diagnostics and strategic planning. This unit needs further 

development of its organization and competencies to become more autonomous and 

permanent. 

 

Bilateral cooperation 

 

The German Cooperation is implementing a Regional Programme of Promotion of 

Innovation and Technology for SME in the Near East. They support a network of 

institutions (especially technology centres and universities of applied sciences) in the 

region and in Germany, to cooperate for the creation and dissemination of innovation 

and technology. They are making a regional study on innovation in Syria, Jordan and 

Lebanon. They are planning two projects on renewable energy and environment: these 

projects will provide consultancy, training and subsidies to support network partners to 

develop innovation projects in the two mentioned areas.  
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C. AN INNOVATION STRATEGY FOR SYRIA 

A mission for the Syrian Innovation System 

As innovation is a strong determinant of competitiveness and economic growth, an 

innovation strategy for the Syrian economy must be part of (and supporting to) an 

overall country competitive strategy.  The methodological approach of the GCI can 

provide useful guidelines for the elaboration of a national competitive strategy for Syria.  

 

In the GCI, all countries are classified in three groups, according to their stage of 

development:  

 

Stage 1: factor driven stage. In this stage, basic factors conditions such as low cost 

labour and unprocessed natural resources represent the dominant basis of competitive 

advantage and sources of exports.  Companies compete on price and normally lack 

direct access to foreign customers. Industrial companies have a limited role in the global 

value chains, focusing on assembly, labour intensive manufacturing and resource 

extraction.  

 

Stage 2: efficiency driven stage. In this stage a country‘s advantage comes from 

producing more advanced products and services efficiently. However, the products and 

services produced are not globally differentiated, with technology and design still 

largely coming from abroad. Industrial companies extend capabilities more widely in 

the global value chain.    

 

Stage 3: innovation driven stage. In this stage the ability to produce innovative 

products and services at the global technology frontier using the most advanced 

methods becomes the dominant source of competitive advantage.  

 

Syria is classified in transition from stage 1 to stage 2. Actually its economy is still 

based on the conditions of stage 1: dependence on natural resources (oil, agriculture) 

and assembling, labour intensive manufacturing (textile). The basic requirements for 

competitiveness at this stage are defined in the first four pillars of the GCI: quality of 

institutions, good infrastructure, macroeconomic stability, health and primary education. 

In all these factors Syria enjoy an acceptable position, although it still needs 

improvement in some areas (f.i. the legal framework, or the quality of some 

infrastructure).  

 

At the efficiency-driven stage of development, countries develop more efficient 

production processes and increase product quality. The foundations of these 

competences are to be found in good high education and training systems, efficient 

goods and labour markets, supportive financial systems, and some technological basis. 

As we have seen in part B of this document, in all these areas Syria needs to improve.  

 

Therefore, the overall objective for the country national competitiveness can be defined 

as follows:  
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To successfully complete the transition from a factor-driven to an efficiency-driven 

economy, where competitiveness and growth are generated by exploiting the country’s 

resources in a highly efficient way, through improved production processes and 

increased product quality.  

 

This overall strategy has direct consequences for the Syrian industry. By achieving 

better efficiency, the Syrian industry will be capable to integrate within the global value 

chains, as a partner for foreign manufacturers and international traders.  

 
Innovation is an essential tool to reach these strategic goals. Only through innovation, 

business enterprises will be capable to improve production processes, increase product 

quality and hence achieving competitiveness.   

 

In this strategic context the innovation system acts as a cross cutting structure, 

connecting business environment and intermediaries to the micro level of the business 

enterprises, which represent the end users of the innovation.    

 

The mission of the innovation system is to be a driving force for achieving the country 

competitive goal (which is to complete the transition toward the efficiency-driven 

stage). This force will act by fostering innovation at the level of business enterprises, to 

improve production processes and product quality, through the development of human 

resources and the establishment of a favourable environment for innovation.  

 

The accomplishment of this mission will position Syria as a competitive actor in the 

global economy and its industries as important forces in the global value chain.  

 
The innovation system can comply with this mission on condition that its weaknesses 

are addressed and solved, and proper rules (norms and linkages) are defined and put in 

place. This requires the design of development strategies for the different actors and 

rules of the innovation system. 

 

Innovation strategy in Syria  

The innovation policy is a set of strategies and actions to allow the innovation system to 

fulfil its mission, which is to support the competitiveness of Syrian economy.  

  

The suitable strategies for innovation development depend on the technological level 

achieved by the country. Countries in advanced position can generate innovation, 

including radical innovation; countries technologically lagging behind can import 

innovation and can develop incremental, rather than radical, innovation.  In countries at 

the efficiency-driven stage of economic development, innovation policy should focus on 

improving capabilities, boosting education, improving market conditions and building 

up institutions to develop the capacity of the business enterprises to absorb exogenous 

innovation and technology.  

 

Therefore, the innovations system must be developed in such a way to achieve the 

following objective:  
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Developing human resources and building technology absorption capacity in the 

business enterprises, to allow the development of incremental innovation necessary to 

improve production processes and product quality and achieve global competitiveness.   

 

 This objective requires the implementation of the following strategies:  

 
a) to improve companies capabilities  

 

b) to improve business environment (industry structures, market conditions)  

 

c) Improve high education and training system   

 

d) To develop intermediaries  

 

e) To develop innovation financing systems   

 

f) Improve the international dimension of the innovation system  

 

 

In the following chapters such strategies are articulated through a range of instruments. 

Some of them are more feasible in the current conditions of the Syrian innovation 

system and can be recommended for an immediate implementation; other instruments 

need a long term perspective and should be studied in their overall feasibility. The 

recommended strategies are then described with more details in section D.     

 

Improving companies capabilities 

Develop entrepreneurship  

 

At the core of the innovation system is the entrepreneur. The features of a good 

entrepreneur are attitude to risk, capacity of innovation, vision and management skills.  

Without these competencies, companies will never be capable to absorb the innovation 

made available through the innovation system, let alone to create their own innovation.  

 

Therefore, the development of a qualified entrepreneurship is at the core of an 

innovation and competitiveness strategy. In the Syrian economy, there is an extreme 

need to foster entrepreneurship at all levels, since this economy has been long 

dominated by large state-owned firms and constrained by protectionism and closure that 

have hampered the formation of a widespread entrepreneurial mindset with attitude for 

innovation. 

 

This strategy can be implemented through different instruments.   

 

- The basic approach is focus on the high education system, aligning curricula and 

teaching methods to foster entrepreneurship and business management.    
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- In addition, to develop an infrastructure of business training institutes throughout 

the country based on the experience of the SEBC-Skills, with the goal of 

preparing the young generations to join the business community, with the right 

entrepreneurship spirit. 

 
- To develop an efficient system of business support and management consulting 

services. This is especially true for SMEs that should master industry 

management tools as well as rely on updated and strategic information from 

experts.  

 

- Develop an infrastructure of business start-up support services including 

incubators and business support centres, to provide a wide range of technical 

assistance services to new entrepreneurs.  

 

- Set up financing mechanisms to help the creation and growth of new innovative 

SME. 

 

- Keep improving the regulatory framework for establishing new businesses. Syria 

has already made remarkable steps to improve this framework in the last years.  

 

All these instruments concern different areas of the innovation system, and are 

explained further in the following chapters.  

 

Enhancing SMEs information technology 

 
SME in Syria make little use of ICT. The use of information systems in the companies 

is very limited, usually concentrated in the accounting function. When it is used in other 

departments (sales, warehouse), it is not integrated to accounting. ERP and management 

information systems are not used.  

 
Diffusion of ICT in SME should be promoted. In addition to enhance productivity and 

efficiency, investment in ICTs is positively correlated with development and diffusion 

of innovation. The use of ICT is closely linked to the ability of firms to innovate, 

introduce new products, services, business processes and applications. ICT also allows 

networking, which enables informal learning and co-operation between firms, as well as 

outsourcing.  The adoption of ICT by SME in Syria is necessary for integration with the 

world economy; sectors that do not adopt it will be left behind. 

 

 A programme for enhancing SMEs information technology is urgent and should 

include: 

- The establishment of financing mechanisms to encourage investments of 

companies in ICT 
- The provision of technical assistance in ICT systems to companies 
- The technical and financial support to the ICT consultancy sector.    

 

Develop enterprise and innovation statistics  
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The lack of innovation data at the level of firms has been identified as a main constraint 

in most countries, but Syria also lacks of an efficient enterprises statistic system. As a 

matter of fact, the lack of reliable statistics is a serious bottleneck for critical analysis 

and elaboration of policies in any sector.   

 

The national statistic system is weak, and the data collected are not reliable. It is a fact 

that the national statistic system should be strengthened, but the main constraint is that 

firms provide unreliable data on their businesses, mainly for fear of fiscal charges. 

Maybe a more favourable tax system would give incentive to firms towards more 

transparency and accuracy in accounting.  Anyway, the improvement of the national 

statistic system is a complex task and goes out of the scope of this study.  

 

A different solution is to collect enterprise statistics through surveys based on samples. 

This is the way the NCO is collecting data for the GCI. The scope of this survey is 

enterprise competitiveness, and innovation is covered through some indicators.  

 

The coverage of innovation in the survey conducted by the NCO could be expanded, to 

embrace all elements of the national innovation system. This survey would collect more 

data on innovation in companies and would include several elements of the national 

innovation system which are not covered in the GCI.  The results of the survey would 

be used by policy makers to develop strategies in all aspects of the innovation system.  

 

 We recommend the implementation by the NCO of innovation surveys through 

enlarging the scope of the GCI surveys. This initiative could be included in an 

overall programme fostering Entrepreneurship and Innovation (see programme 

fiche I in section D).  
 

 

Improving business environment 

Support market competition  

 
The liberalization of the goods market is a process which the government is already 

undertaking under the pressure of the planned access to the WTO and the EU-Syria 

Association Agreement.  

 

 We can only recommend this process to be continued and those agreements to be 

put in place, as they will offer opportunities for Syrian companies to innovate, 

through the exposure to foreign products and technologies.  

 

Develop industrial clusters 

 

Product innovation and process reengineering will be crucial for competitiveness and 

firms should rely on an industry innovation policies and cluster-based R&D to achieve 

them. Due to their low technological basis, Syrian firms cannot set-up R&D initiatives. 

Thus, meso-level institutions – clusters and industrial zones in particular – should 
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supplement firms on this side, giving them access to existing technologies and 

innovations on the market.  

 

Porter popularized the concept of industrial clusters in his book The Competitive 

Advantages of Nations, in which he examines two types of clusters:  

- vertical clusters, made up of industries that are linked through buyer-seller 

relationships; 

- horizontal clusters, that include industries which might share a common market for 

the products, use a common technology, labour force skills and similar resources. 

 

Based on different kinds of knowledge, there are two types of competitive clusters: 

- Techno clusters, which are high-technology oriented, well adapted to the knowledge 

economy;  technology can arise when universities and research organizations 

generate new knowledge that could be incorporated in new products realized by 

local enterprises. 

- Historic know-how based clusters, which are based on more traditional activities 

that maintain their advantage in know-how over the years. 

 

The most important contribution that cluster offer is firms‘ collaboration. Industry 

competitiveness grows faster where firms can share knowledge, skills and innovation, 

and promoting dynamic clusters can be an important tool of competitiveness strategy 

for the Syrian industry.  

 

The government should foster the formation of dynamic clusters of small enterprises, 

with modern equipment and ICT facilities, advanced skills and delivery capabilities, 

which can be attractive for FDIs, MNCs, global retailers and international buyers. 

 
 Vertical clusters can be planned for sectors where the industry is present in all 

segments of the value chain, such as in Textile and Garment.  This cluster could 

exploit an historic know-how to be updated with modern technologies imported 

through FDI, licensing and international networking.  

 

 Horizontal - technological clusters could be promoted for emerging sectors, 

such as ICT, which might use common imported technologies and locally 

developed know-how (through specific R&D arrangements between industry 

and Universities).  

 

Develop industrial zones 

 
In similar way, providing a suitable infrastructure in terms of industrial zones and 

technological parks, gathering a number of similar and/or integrating facilities 

belonging to a specific sector, would facilitate the emergence of cooperation structures 

among involved companies. This cooperation would help companies to improve their 

operations in sourcing material, importing shared technologies, promoting organized 

export and, in general improving their production and economic efficiency.  
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 There are already several industrial zones implemented or planned in Syria. We 

can recommend the extension of industrial zones and cities to other areas and 

the improvement of current operations in existing zones.  

 

Promote FDI   

 

Trans-national manufacturers are the main source of innovation and technology transfer 

today, and many technologies are not available without direct participation by their 

affiliates.  Therefore, joining their production and sourcing networks is increasingly 

important not only for export activity, but also because through partnerships or FDIs 

they transfer the modern skills and organizational techniques that enterprises need to 

compete internationally.  

To achieve this, it is necessary to establish an environment that facilitates technology 

transfer from abroad, including the encouragement of foreign direct investment, 

licensing arrangements and turn-key' projects. This requires the development of a 

encouraging regulatory framework and, eventually, the supply of fiscal incentives to 

such firms.  This policy has already been put in place through the recent Investment 

Promotion law No. 8/2007, whose effects have to be monitored and evaluated over a 

certain period of time. 

 We recommend continuing the development of an enabling environment for FDI 

as it represents a vehicle for importing new technologies and business methods 

into the country.  

 

Develop a market for innovative products   

 

This would be a new instrument for Syria, and it aims at stimulating both the supply and 

demand sides of innovative products and processes in industry.  

 

Stimulation of the supply side is made through issuing regulations on technical 

standards for processes and products, which force companies to innovate in order to 

comply with them. Typical examples of such regulations are environmental regulations, 

or energy saving standards for home appliances.    

 

Stimulation of the demand is made by reducing the cost for consumers to purchase 

innovative products (f.i. lowering value added tax, where applicable), or through the 

demand of innovative products by the public administration. Many governments have 

instituted programs intended to foster the development of environmentally friendly 

products and production processes by providing a core of market demand from the 

Public Administration. A government can also re-organize part of its procurement 

process to be more focused on stimulating innovation and take environmental objectives 

into consideration. 

 

The use of flexible instruments including environmentally related taxes, emissions 

trading and technology-neutral performance standards should create incentives for 
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innovation.  Examples of policies that government can take to foster innovation markets 

are:  

 

- Remove subsidies to fossil fuel-based energy production and consumption. 

- Cut trade barriers to climate-friendly goods. 

- Develop regulations to promote improvements in the energy-efficiency of 

buildings and transport systems (emissions schemes). 

 

 The development of a market (on the supply and demand sides) for innovative 

energy saving and environment friendly products is definitely one of the most 

effective strategies to develop the country technological level and help its 

insertion into the global economy. This strategy is the core of the project fiche II 

in section D.  

 

Study IP regulations in Syria  

 
Globalisation has made imitation and counterfeiting more rewarding and more feasible. 

ICTs, and notably the Internet, have made copying of creative contents easier. 

 

Governments in technologically advanced countries reacted to these changes by 

strengthening the rights of IPR.  This policy has resulted in certain achievements, such 

as: 

- the progress of technology development and transfers from universities to 

industry 

- the expansion of venture capital based start ups, which often rely on IPR.  

- the attraction of FDI in certain technology sectors which are more sensible to IP 

rights (pharmaceutical, chemical, engineering).  
 

On the other side, strong IPR should not provide the holder with such broad rights as to 

block all access to new knowledge and prevent its use for further business development.  

 

The central IPR policy challenge is therefore to design a system which would encourage 

both innovation and technology transfer in various ways and in a wide range of 

economic and technological contexts.  The IPR policy should determine, for each 

sector, a balance between rights to protect and rights to access technology, in terms of 

exclusivity, obligations on either party (holders and users), sharing mechanisms, trading 

mechanisms, etc.  

 

 A specific study should be made on the IPR system in Syria to propose the 

appropriate regulations for each economic sector, in accordance with the 

prevailing innovation strategy (focused on technology import and incremental 

innovation) and the international rules and treats which Syria must observe.   
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Develop knowledge system  

Improve business focus in High Education system  

 
Innovation also relies heavily on the creation of basic knowledge, through both 

education and science. Creating, developing and diffusing new products and processes 

require strong science and technology (S&T) skills as well as many non-research soft 

and entrepreneurial skills. Strong S&T skills facilitate the uptake and use of new 

technologies which drives innovation throughout the economy.  

 

However in the case of incremental innovation, which may arise from any part of the 

business process (and not only from the R&D), ―softer‖ or more intangible skills such 

as entrepreneurial ability, communications skills, creativity, contribute strongly to 

innovation, especially in services and in organisational innovation.  

 
In line with the proposed incremental innovation strategy, the Syrian High Education 

system should promote a culture of entrepreneurship and business skills. To achieve 

this, is necessary to strengthen the reform process undertaken by the University System 

including:  

 

- Improve the ratio between teacher and student in order to allow better 

communication and coaching activities. 

- Improve resources and update curricula in business and management related 

disciplines. 

- Improve linkages between University and business world and update the 

curricula to reflect the needs of the modern economy and the emerging industrial 

sectors.  

- The establishment of a dedicated office of Industrial Linkage under the umbrella 

of the Ministry of Education, with the aim of promoting linkages and 

cooperation activities between Universities and Industry.   

- Shift the teaching methodology from notions / examinations to communication, 

creativity, problem solving. Adopt creative learning processes with specific 

focus on business development.     
 

 In synthesis, the priority of the High Education system is to improve its capacity 

of preparing human resources for the jobs of entrepreneurship and business 

management, in line with the current needs of an open and competitive 

economy.  

  

Develop a network of SKILLS training institutes 

 

As said, the weak linkage with the industry is a major gap in the Syrian education 

system.  While the Universities and Vocational Education systems are undertaking their 

reforms, other instruments could be implemented to bridge this gap.  
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A successful basis is provided by the project SKILLS, implemented by the SEBC 

Training Centre. SKILLS is addressing the issue of the lack of qualified human 

resources entering the business communities. The programme is targeting 

baccalaureates who cannot access the university because their students‘ score does not 

reach the admission threshold. For entering SKILLS they are assessed based on the 

following criteria: IQ, EQ, and Educational background, personal interview, with a 

preference on personal skills and potential rather than knowledge.  The programme 

offers to its students a wide range of courses in business and management topics, 

delivered by internationally qualified trainers.  

 

An asset of SKILLS is its linkage with the business community. Once completed the 

theoretical programme, students are offered an internship of six months in companies. 

The supervision of SKILLS at this stage is essential to ensure that students are offered a 

diversified and fruitful learning experience in the company. As result, the SKILLS 

graduated are in strong demand in the market and more enterprises wish to cooperate 

with the programme, to ensure the recruitment of these good human resources.  

 

The plan of the SEBC Training Centre for the near future is to expand its activities and 

diversify its curricula, to target different groups, such as graduated who do not find a 

job, business owners and their sons. To each target group, a tailored curriculum will be 

designed to match its specific learning objectives.   

 

 The whole programme is an excellent example of business and management 

training based on the actual needs of the enterprises, which succeeds to fill the 

gap between education and industry. Such a programme should be supported in 

its strategic growth and expanded to cover other regions of the country.   

 

 

Develop the technological infrastructure. 

 
In the global economy industrial products and processes require high quality standards 

to stay competitive. Both raw materials used in the production process and finished 

goods are increasingly subject to conformity and quality controls, while production 

organization systems are certified according to international standards.  

 

The technical centres are in charge of verifying the compliance of the local businesses 

with such markets‘ rules and standards. While doing this, they have the chance to 

enlarge their scope and provide specialized technical services to industrialists in the 

areas of technology of production and innovation.  Technical centres could act as 

institutional support units to spread technology, strengthen and support technical 

services, contributing in the upgrading of equipments and processes, training companies 

staff to improve productivity and product quality.  

 

The Syrian technical centres are essentially testing centres. They are publicly owned 

institutions without sufficient autonomy and management capability to play a broader 

strategic role. However, the opportunities to be caught are huge when we think to all 

technical support services needed by the industry. If the current centres will not be 

prepared to serve the industry adequately, this hidden demand will be eventually 
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covered (as it is already happening) by centres in neighbour countries or by newly 

created private centers.   

 
The technical centres could provide services such as:  

  

- Technology management advice (product/process innovation).  

- assistance on environmental and quality systems;  

- assistance on patent and license matters;  

- assistance with in-house R&D activities;  

- competitive intelligence (technology benchmarking, technology maps, 

information on emerging technologies);  

- energy audits;  

- participation in and organization of technology exhibitions;  

- partners search for innovation and technology development;  

- technology brokerage; 

- training in modern production management systems;  

- training in design and product development; 

- cooperation with international technical agencies. 

 

Technical centres worldwide are usually established under a Public Private Partnership 

agreement. While such multi-service technical centers are widespread in all countries, 

we cannot hide that their sustainability is a matter of concern, as they are usually 

subsidised by government and donors.  

 

 The recommendation for Syria is to study the feasibility of such centres for some 

strategic sectors (see Project Fiche III in section D) focusing on the potential 

demand from the business sector. As the PPP governance scheme is new in 

Syria, also the political and institutional feasibility should be carefully 

evaluated.  

 

A technical centre for the textile sector is being planned by the MoI with the assistance 

of UNIDO. Other centres could be planned for other manufacturing industries (such as 

agro-food, electronics, home appliances, etc.).   

 

Develop intermediaries 

Since Syria must import foreign technology in order to innovate, a meso-structure of 

intermediaries is needed. These intermediaries will help to bridge the gaps between 

domestic and foreign innovation and technical centres from one side, and the business 

enterprises on the other side.  

 

The intermediaries include business and export associations, business consulting 

services, business incubators, information centres. 

 

Business associations in Syria are still few and weak. There is a need to support the 

development of business associations at various levels and support the creation of new 

ones, to complement the role of the chambers of commerce and industry. Business 

associations can play different roles: creating an industry identity for stronger 
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communication on political and business levels, national and international; strengthen 

industry cohesion promoting networking, cooperation and business alliances; acting as 

service provider for its members, channelling the dissemination of information, 

knowledge, competencies. 

  
The business consulting industry is recent is Syria but has grown rapidly in the recent 

years due to the efforts of the international cooperation, in particular through the SEBC. 

This institution has favoured the development of a network of national experts, with 

qualifications in line with international standards and good acceptance in the national 

business community.  However, the number of consulting firms and individuals is still 

well below the requirements.  As the support to this sector by the SEBC (through the 

SSP) is ending in 2010, there is a risk that the process of development of the sector will 

be interrupted. Therefore a continuation of this support is a high priority.   

 

While a business incubation industry is emerging in Syria, there is a need to expand 

and further develop it as a national platform for entrepreneurship and SME growth. The 

SEBC incubator and the ICT incubator can play a role in providing technical assistance 

to other institutions (MoI, Industrial zones, Universities) which are planning to set-up 

incubators.  Technology Incubators could be established within the Universities and/or 

in the Industrial Zones, as result of cooperation between University and Industry, with 

the technical support of the SEBC and the ICT incubators.   

 

Cooperation between Universities and Technology Incubators includes: 

- Industries and universities combine their resources to engage in joint research 

proposals and projects. 

- University graduates are recruited by the incubated or firms, or start their new 

businesses at the incubator. 

- Industry has access to equipment, funds, fellowships, or scholarships from the 

university. 

- Professors serve as consultants to industry. 

- Industry provides students with an opportunity for practical, hands‐on training 

experience. 

- Industry advises the university on curriculum needs for students in business 

related fields. 

- The university offers seminars and conferences to industry 

 
Existing information providers, such as the Enterprise Europe Network, might enlarge 

their scope to include innovation and technology information services for business 

community.  This could be done through the establishment of a special web site to 

disseminate technology information, in Arabic, throughout Syria and maybe to all 

Arabic regions. A good model for this instrument is the innovations-report, a web-site 

that promotes dynamic innovation and networking. Supplied by more than 8,200 

partners and with 135,000 publications, innovations-report offers up-to-date R&D 

results and information on leading-edge technologies, processes, products and services 

from innovative companies and well-known research institutes around the world.  

 

 Summarising, the implementation of innovation policy based on imported 

technology and incremental innovation requires the participation of a strong 

intermediary sector composed of business incubators, business consultants, 
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sector associations and information centres.  Therefore the strengthening of this 

sector is to be considered a first priority (and accordingly is included in project 

fiche I, section D).  

 

Financing 

The financial sector in Syria is currently undertaking a modernization process, but 

instruments for specific support to SME and start–up business are very limited. 

Therefore, several initiatives could be put in place on the supply side.  

 

Feasibility study for the establishment of a Syrian SME bank, a kind of development 

bank with the special purpose of providing mid- to long-term loans to existing and new 

SMEs. In other countries, development Banks have significantly enriched the financial 

sector and contributed to enhancing the access of its target groups to demand-oriented 

services of the formal financial sector.  However, we cannot hide that failure risks of a 

Development Bank are substantial as evidenced by negative experiences worldwide. 

Therefore, a careful feasibility study is recommended. Two strategic lines should be 

assed: creation of a new bank or transformation of an existing public bank. 

 
Supporting the establishment or strengthening of credit guarantee schemes (CGSs). 

CGSs aim to facilitate access to finance for innovative projects, through the provision of 

a guarantee that replaces, in part or in full, the need for collateral. Credit guarantee 

schemes, often combine public support with a self help element (‗mutual guarantee 

schemes‘). The scheme promoted by the SEBC should be implemented and expanded.  
 
Establish equity instruments to finance innovation-based business start-ups. The supply 

of high-risk equity financing, in particular venture capital and business angels‘ funds, 

plays a key role in the financing of innovation.  An instrument such as a

to be implemented in selected emerging and innovative industries should be 

studied  VC are increasingly implemented today in forms of ‗public private 

partnerships‘ that would make it possible for investors to accept the risk, with some sort 

of protection against investment failures. This requires a whole financial infrastructure 

and legal regulations on the supply side, as well as favourable attitude on the demand 

side. As these conditions are missing, it can be considered on a long term perspective. A 

Feasibility study is recommended.  

 
To study the feasibility of an Innovation Fund, to support innovative projects, through 

credit financing.   

 
On the demand side we can recommend the implementation of 

(in accounting, business planning and investments planning) aimed at 

enhancing the investment readiness of SMEs and innovative firms.  
 
 
 The establishment of financing mechanisms for innovative investments and 

business start-ups is essential for economic growth. Current initiatives, such as 

the SEBC Guarantee Scheme, should be strengthened; new instruments, such as 
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the Syrian SME bank and a Venture Capital scheme should be studied. At the 

same time, the bankability of Syrian SME should be increased.   

 

Supporting radical innovation 

In a long term view, a country should be capable to generate its own radical innovation, 

rather than importing it from others and creating incremental innovation. This is the 

only way to achieve long term competitiveness and to avoid being continuously 

exposed to economical cycles and market crisis.  

 

Radical innovation requires the existence of solid bases in all aspects of the innovation 

system: a good endowment of human resources, an effective R&D system, 

technological platforms, dynamic markets, business sophistication, financing system, 

etc. As Syria is gradually moving toward the consolidation of such bases, we can 

consider the creation of endogenous radical innovation as a long term objective, to be 

pursued once the country has completed its transition from factors- to efficiency - based 

economy.  

 

Radical business innovation can be stimulated through:  

 

a. direct support to the companies, and/or  

b. cooperation between the industry and other actors, such as in the triple helix 

model.  

 

A typical direct support instrument is to set-up a finance system to stimulate industry 

to invest in technological development, especially in the R&D field (product 

development, manufacturing processes etc.).  This instrument is applicable to big 

enterprises with advanced technological level.  It may include several incentive 

measures, such as tax exemption for R&D expenses, the provision of easy loans for 

product development, different incentives for the employees with concrete 

achievements in R&D laboratories, exemption on imported R&D equipment from 

customs duties, and others. 

 

There is a large literature available to assess the effectiveness of such instruments, and 

the results are contradictory.  Above all, it is not easy for the public administration to 

monitor and evaluate the correct use and the impact of such measures.  

 

The Triple Helix is a model to foster radical innovation with direct application for 

industry. The three helices are industry, education system and government. The model 

implies establishing active, mutual interrelations between the industry on one side and 

the universities, technical institutes and research laboratories on the other side, in 

undertaking joint research projects or in building knowledge infrastructures. R&D 

undertaken by University and research centres must be industry specific according to 

the local technology needs and absorbing capacity. This would favour the creation of 

the ―entrepreneurial universities’ embedded in triple helix relations, i.e. universities that 

not only encompass traditional academic responsibilities for human capital formation 

and research, but also provide services to a specific industry. 
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The model is often a first step in a project to create/enhance a local cluster. Another 

application is the Science Park, which represents a commercial and research driven 

centre for knowledge-based SME industries. The Science Park hosts science and ITC 

university faculties and tenant start-up businesses seeking to exploit the university 

research base through industrial applications. Both clusters and science parks must have 

high quality built environment and infrastructure, supported by high-speed telecoms, 

enabling tenant companies to focus on knowledge-based entrepreneurialism.  

 
In Syria the basis for such projects are still weak. Industry and university have 

traditionally existed apart from each other, with academia as part of the governmental 

sphere. The infrastructure for research activities is weak and with no links to business.   

 

 However, it could be worthwhile to study the feasibility of launching one triple 

helix project as a pilot case, as this model is the most successful for generating 

endogenous innovation. It should focus on a key strategic sector and address 

growing markets, where the products can find commercial exit. As such, the 

project should be part of a wider sector support programme (like in our project 

fiche II).  

 

Other pre-conditions should be met: the triple helix projects must be organized adopting 

a PPP scheme, with the industry being part of the steering board; and the research staff 

must be managed under private sector conditions to guarantee professionalism.  

 

Innovation Governance 

As innovation is multi sector and multidisciplinary, it is practically impossible to have a 

unique government body in charge of all activities required to develop an innovation 

system.  

 

Based on the current governance structure is Syria, governance responsibilities for 

innovation strategies would be assigned as follows:  

 

- The MOI is responsible for activities addressing industrial businesses and some 

research centers. 

- The MOET is responsible for activities with non-industrial businesses and 

business start-ups, as well as for trade-related activities, financing system, and 

several intermediaries. 

- The SIA would be responsible for FDI.  

- The MOHE would be responsible for research activities within the Universities 

and some Research Centres.  

- The municipalities are responsible for the Industrial Zones.  

 

This variety would make it difficult to find a consensus on a unique body responsible 

for the whole innovation activities. In addition, none of these government bodies has 

sufficient qualified human resources for such complex and multidisciplinary task. We 

have read in other documents the idea of establishing such unique governance body, but 

we believe that this is not the most effective solution. The overall innovation strategy is 

a set of different sectors strategies, with its own specific objectives, governed by 
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different authorities. The appointment of a unique governance body will create 

confusion and conflict of authorities.   

 

The system needs one coordination level, which can only be at the level of Ministries 

Council or Prime Minister, to approve and foster the individual sector strategies.  

 

Each sector strategy will have its own governance mechanism, based on the current 

overall governance structure. Therefore, the issue is to define what is the most suitable 

governance structure for any given strategy.   

 

In general, governance structures for policy instruments may be grouped according to 

four typical classes.   

 

The first class (government model) includes those instruments where the national 

government intervenes directly in governing, financing and, in some cases, executing 

the actions. This role is played by national ministries, public institutions and local 

administrations. This is the case of public funding for R&D, or the establishment of 

public research institutions or other centers totally publicly financed. These types of 

innovation instruments seem not feasible today as they totally rely on the financial and 

operational capacity of the government and the public administration, which could not 

be at the required level.  

 

A second and opposite class of instruments (market model) considers the cases when 

the crucial role to promote innovation is left to market forces. This role can be played 

by big industrial companies, as well as private intermediaries, such as professional 

services, venture capitalists, etc. The role of the government in such cases is the legal 

facilitator, to help the good functioning of the market and it intervenes through the 

regulatory framework (in areas such as IP rights, FDI, trade regulations, etc). In Syria 

the private sector is not sufficiently mature yet to play the role of innovation leader 

alone.  

 

A third class (PPP model) encompasses those policy instruments which are based on the 

concept of Public-Private Partnership, where the leader role is played by public 

authorities but the private sector is deeply involved in the direction and financing of the 

actions. A tight integration between public and private institutions is aimed by specific 

instruments, such as university-industry cooperation projects, technology centre co-

financed by private industries, technology parks, SME financing schemes, etc.  The 

government can play the role of the leader, or catalyst, in such instruments. This model 

has been recently adopted in Syria in some initiatives but, being new in the country, it 

will take some time before it can be applied effectively.  

 

Finally, the fourth class (local model) encompasses those policy instruments that have 

been created by a bottom-up initiative of private actors, groups and citizens (although 

they can be supported by public resources). A crucial role in this case can be played by 

business centres, incubators, industry associations or chambers, regional development 

agencies, etc. This model is maybe the most viable today in Syria, due to the presence 

of some reliable intermediaries (such as the SEBC) which could play the role of 

promoters of the innovation instruments, both at the national and regional level.  
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The particular governance system of each instrument will be then defined by the 

stakeholders involved. However, when selecting policy instruments, it is necessary to 

consider that the feasibility of each instrument will also depend very much on the 

effectiveness of the chosen governance model.  

 

Whatever is the governance body of the innovation policies, there is a need for a policy 

advisor organism(s), in charge of assessing the situation and proposing development 

strategies on both the national and sectors levels.  This organism will provide policy 

inputs to both the Prime Minister for national policies, and to the relevant Ministries for 

sectors policies.  

 

A suitable organism for this function is the National Competitiveness Observatory 

which is already focused on the business sector. The NCO should be properly 

strengthened to comply with this expanded mission, to act as policy advisor for 

developing business competitiveness and innovation. The NCO could address all areas 

of the innovation system which are directly related to the business enterprises, and not 

the R&D driven innovation.   

 

In the specific area of science and technology, the advisory body is the Higher 

Commission for Scientific research. This commission is in charge of elaborating 

policies related to R&D in Universities and Research Centers. We recommend building 

capacity in this small unit to allow the fulfilment of its essential role.  

 

The agency in charge of the promotion and execution of each strategy and instrument 

will be defined according to the governance mechanism applied. In case of PPP 

instruments, the executive agency will be defined jointly by the public and private 

organisms involved. When the local model is applied, the executive agency will be the 

actor which promoted the instrument.  
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D. PROJECT FICHES 
 

In section C we have defined a mission for the Syrian innovation system, as a driving 

force of the national competitiveness strategy.  We have suggested that the innovation 

system should focus on import, absorption and dissemination of exogenous technology 

and foster incremental innovation in companies.  Then, we have described a number of 

strategies and instruments to develop the various elements of the innovation system: 

they range from complex, multi tasks strategies to more punctual instruments.  

 

We are aware that it is impossible, for a country with limited budget resources, to put in 

place all strategies described in section C. A selection of priorities is needed. This 

selection is the task of the policy makers; our role is to give some suggestions about 

this.  

 

In this section we outline two recommended programmes, which gather selected 

strategies and instruments, under specific objectives and common governance 

mechanisms. The first programme focuses on incremental, business innovation in 

companies; the second one focuses on more radical, technological innovation.     

 

In addition we present a selection of sectors which could be the target of specific 

innovation strategies, to be developed; and a list of projects with innovative 

technological content, whose feasibility should be studied.    

 

In the design of programmes and projects, we recommend following some principles:  

 
Use existing structures, rather than creating new ones (unless a critical gap is detected).  

 

Deliver tailored capacity building to the selected structures, for the implementation of the 

projects.  
 

Focus on sub-systems of innovation, with existing structures, which need a planning and 

coordination mechanism for the implementation of specific projects.  
 

Geographic scope:  focus on regional or even community level instead of national level. 

Successful projects have more chances to be launched on regional and city levels than on 
national level. An innovation policy should then be thought in relation to the territory and local 

administrations. 

 

Focus on incremental  changes: incremental, bottom-up changes seem to have better results 
than radical changes,  since they require less absorption capacity and their acceptance (by the 

public, industry and the political levels) is easier.  

 
Address specific well-defined sectors of industry; e.g. programs with a clear focus on SMEs 

or a particular industry seem to have a relatively high chance for success, compared to more 

general programs in which all kinds of industries are involved. 

 
Market driven: projects must produce results that have a demand from the market.  

 
Clear governance system, with a unique capable agency, promoting and coordinating all 

actions in the programme.    
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I. Enterprise and Innovation Development Programme 

The overall objective of the Enterprise and Innovation Development Programme is to 

improve the competitiveness of Syrian enterprises, with small and medium-sized 

enterprises (SMEs) as main target.   

The programme specific objectives are:  

- support development of entrepreneurship and creation of innovative start-ups 

- support the transfer of technology to companies and the creation of incremental 

business innovations  

- strengthen intermediaries and business support services  

- provide better access to finance for SME.   

- strengthen the international linkages of the Syrian innovation system  

The programme strategy is to foster incremental innovation through the development of 

the human resources employed in business, and the import of advanced knowledge and 

technology from international innovation systems.  

 

The programme aims to achieve its objectives through the following actions: 

1. Support the establishment of a network of business incubators  

This action aims at strengthening the existing SEBC incubators and establishing other 

incubators in the country, in cooperation with local intermediaries (such as the industrial 

zones).   

 

2. Deliver innovation-based technical assistance to SME  

The action includes technical assistance delivered to the SME, focused on transfer of 

new knowledge aimed at innovation in products, processes, organization and approach 

to markets.  

 

3. Develop a system to transfer innovation and technology to companies  

This action is conducted through the Enterprise Europe Network. A special information 

structure on innovation and technology will be established, and will be fed by 

international partners as main sources. This will be the channel to transfer new 

technologies into the country. Within this action, a special innovation web-site will be 

developed.  

 

4. Develop a network of business training institutes 

This action aims at developing qualified human resources capable to foster innovation 

in business enterprises, both as new entrepreneurs or professional staff in existing 

companies. The action is conducted by the SEBC training centre and is implemented by 

applying successful training models, such as SKILLS. The training programmes will be 

replicated in other business support centres and chambers throughout the country.  
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5. Develop business consulting services 
This action aims at improving the business consulting services through training 

programmes on innovation related subjects to local consultants.  The same consultants 

will be utilized to deliver innovation based technical assistance to SME (action 2). 

 

 

6. Strengthening the National Competitiveness Observatory 

This actions aims at building the capacity of the NCO to comply with its mission. The 

structure of this observatory will be strengthened through recruitment and development 

of human resources. The NCO will conduct the Business Innovation survey, which is an 

opportunity to build capacity though the implementation of specific projects.      

 

 

7. Conduct Business Innovation surveys  

The NCO will conduct business innovation surveys, on regular basis, as a 

complementary tool to the on-going GCI survey.  The methodology of the survey will 

be developed using available tools from international organizations (such as the Oslo 

Manual of the OECD).  

 

 

8. Awareness campaign on innovation and competiveness 

The campaign aims at creating awareness in the business community, specially the 

SME, on the need of innovating all aspects of their business, to keep and gain 

competiveness on the global markets.   

 

 

9. Access to finance for SME  

The SEBC loan guarantee scheme will be strengthened to support investments by the 

SME sector in technological development and innovation (including eco-innovation).  

 

 

This programme could be conducted by the SEBC in cooperation with associated 

institutions (the SEBC Business Incubators, the SEBC Training Centres, the Enterprise 

Europe Network, the NCO) where relevant.   

 

The programme could be co-financed by the EC which is planning a programme to 

support the competitiveness and productivity of the enterprises, in its National 

Indicative programme 2011-2013.   
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II. Program on Technologies for Sustainable 

Development 

The objective of the Program on Technology for Sustainable Development is to make 

sustainable development becoming a business force in Syria.  

 

This objective is achieved through the establishment of a regulatory and policy 

framework for the development and diffusion of innovative products, processes and 

services, aimed at reducing environmental impacts, preventing pollution and achieving a 

more efficient and responsible use of natural resources. 

 

The programme will support the following economic activities:    
 

- efficient energy use for business and consumers sectors  

- renewable energy  

- cleaner production processes and products 

- waste management 

- environment protection  

- sustainable regional development  

 

The programme includes:  
 

- promotion of applied R&D projects in sustainable development industries 

following the triple helix scheme (Academia, government, industry)  

- development of University Incubators in the areas of energy and environment  

- promotion of innovative ideas / patents, products or services developed by 

researchers and enterprises in the field of sustainable economy.    

- set-up a technical centre dedicated to import and dissemination of technologies 

for sustainable industries    

- set up financing instruments for investments in sustainable industries 

- development of an IPR system to protect innovation and facilitate technology 

transfers 

- develop a public administration demand for environment friendly products and 

processes   

- design a regulatory framework to foster market demand and supply for 

innovative products and processes. 

- awareness campaign to the business and consumers sectors 
 

The Program on Technologies for Sustainable Development could be supervised, on 

behalf of the government, by the Higher Commissioner for Scientific Research.  
 

The programme could be implemented through one single agency (the SEBC), in charge 

of the coordination of all actions, which are implemented through different teams of 

actors (such as the HIAST, the Universities and others), according to the specific 

objective of each action.  
 

The programme could be co-financed using international innovation funding scheme, 

such as the EU funded FP7, and bilateral cooperation.  
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III. Industrial sectors innovation strategies  

While some of the strategies and instruments to develop the innovation system operate 

at the macro-level, many others could be more feasible and effective when designed and 

applied at sector level. In fact, the sector approach allows building on existing basis 

which make the achievement of the strategic objectives more feasible.   

 

Sector innovation strategies may include a package of different instruments, such as: 

- specific market regulations fostering supply and demand in the target sector 

- preferences in FDI and trade enhancement 

- establishment of sector-specialized technical centres 

- develop of industrial clusters, support to business associations, etc. which favour 

the development and diffusion of innovation in the sector and its growth  

- specific financing and tax incentives for innovation investments by sector 

companies 

- support to R&D initiatives in the target sectors. 

 

We indicate here below a list of sectors with the potential for being the target of an 

innovation strategy, because of different reasons: their socio-economical weight in the 

Syrian economy, the existence of some innovation basis, the potential for expansion and 

innovation development, the markets growth. The elaboration of detailed innovation 

strategies for these sectors should be the objective of specific assignments.  

 

 

Food and Agriculture. Due to the rich endowment of natural resources and a long 

tradition, agriculture and food industry in Syria are promising sectors for economic 

growth. Syria is a world top producer of wheat, olive oil, fruits, herbs and spices, but 

innovation in both processes and products are needed to fully exploit this rich potential. 

 

 

Textile & garment. Despite its difficulties, this sector still accounts for 30% of the 

country‘s non-oil export and employs much of the industry work force.  The challenges 

of globalization and the opening of the local market to imported garments are forcing 

the Syrian textile industry to innovate.  Innovation here applies to both products and 

processes. Innovative products have growing prospects on the global markets, in 

particular technical textile, home textile, new synthetic fibres and denim based clothes.  

Innovation in process and organization (such as ICT applications, modern design 

systems, marketing organization, etc.) is mandatory to modernize and make the Syrian 

textile industry more competitive.   

 

 

Health care. There is huge room for investments in health system, as the country has 

committed to an ambitious reform plan that covers health care providers, health 

insurance and pharmaceutical industry. Encouraged by recent investments laws, both 

Syrian and foreign investors are penetrating the sector, and private hospital projects are 

growing fast.  There are plenty opportunities for introducing innovations in products 

and service on local market. 
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Insurance services. This is a very promising sector in Syria as the National Insurance is 

providing very basic services and private insurance system is to be developed, for all 

products (health insurance, life and accident insurance, pension plans, etc.).  

 

Environment.  There are excellent opportunities for sector investments in liquid waste, 

solid waste and industrial waste management. The most recent Five Years Plan 

emphasizes the critical importance of environmental protection and funds of SYP 22 

billion have been allocated to this area. Innovative products, processes and services 

aiming at reducing environmental impacts, preventing pollution or achieving a more 

efficient and responsible use of natural resources are to be supported. 

 

Renewable Energy. As the country‘s oil resources are decreasing there is a growing 

need to foster alternative and renewable forms of energy. Syria can exploit its good 

endowment of resources for alternative energy, such as wind and solar. Some steps and 

initiatives have already started in this direction, but an overall sector strategy is still to 

be developed.     

 

 

Media, advertisement and other creative industries. These are emerging SME 

industries in Syria, with a good potential for expansion also due to their exposure to 

international markets. They are based on knowledge and creativity skills, supported by a 

smart use of modern ICT technologies.  

 

 

Information and Communication Technologies. This is a very promising sector for 

investments and innovation in the private sector due to the needs of developing ICT and 

ERP systems in private businesses, in the growing banking sector, in the government 

and public administration.    

 

 

These sector innovation strategies could be developed by a professional consulting 

organization, such as the SEBC, which can employ the right team of strategy 

economists and technical experts and report to the Ministry in charge of the concerned 

sector.  
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IV. Technological innovation projects  

Innovative technology can have a huge impact on the social and economical conditions 

of a country. The implementation of innovative technology can create new enterprises, 

generate employment, stimulate demand for innovative products and foster innovation 

along the supply chains.  

 

On the economic side the introduction and adaptation of the new technologies generates 

activities and employment in the actors involved. The manufacture of products, based 

on the new technologies, generates new business and employment. Often their 

installation and maintenance require specific services and hence generate further 

employment. Further demand and employment are generates along the supply chain. 

Moreover, the introduction of new technologies stimulates innovative efforts in the 

same sector (spill over effect).  

 

On the social side the overall welfare of the people is improved. In many cases 

innovative products reduce time consumption for human activities, when compared with 

traditional products. Productivity in the work place can be dramatically increased. And 

finally, environment conditions are improved while natural resources are preserved.  

 

A short list of innovative projects which could be suitable to the Syrian conditions is the 

following. 

 

Cheap solar energy
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A main long term risk in the Syrian economy is the increasing pressure on water 

supplies caused by heavy use in agriculture, rapid population growth, industrial 

expansion, and water pollution. This generates a strong demand for techniques and 

devices to effectively filter and purify water locally.   

Waste management is the collection, transport, processing, recycling or disposal, and 

monitoring of waste materials. It requires environment sensibility, culture, good 

organization and an endowment of equipments, whose technology is easily transferable 

into Syria.  

 

Any innovative project must undertake two phases:  

a. The phase of technological development, aimed at technical feasibility  

b. The phase of commercialization, aimed at economical feasibility.  

 

Innovation projects must support both phases. Focusing only on the first phase and 

achieving technical feasibility is not sufficient if the market is not ready to absorb the 

new technology.  

 

Whatever the objective of the innovative project, it needs the set-up of certain 

conditions to achieve technical and economical feasibility.    

 

a. The establishment of a regulatory framework and policy to foster both 

technological development and economical feasibility of the target innovation.  

b. The support (financial and technical) to the participants involved in developing 

the technology and/or adapting imported technology to the local conditions 

(mainly technical centres, university, products manufacturers). 

c. Establishing a certification and accreditation system, based on national quality 

standards, as well as a monitoring body. Its role is the certification of quality of 

both installers and products before their introduction into the market. 

d. Provide fiscal incentives (f.i. lowering tariffs to import) to businesses for the 

production of innovative products. 

e. Provide financing incentives to both the supply and demand. For instance, a loan 

mechanism for companies to invest in the technology; and a loan mechanism for 

domestic customers to purchase the innovative products.  

f. Promote an awareness campaign among consumers on the use of innovative 

products.  
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Many international donors and innovation programmes could be helpful to source 

finance and technology for these projects.  The first step should be a feasibility study to 

be developed under the supervision of the Ministry in charge of the concerned sector. 
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ANNEXES 
 

Table 1: The world 50 most innovative companies  

 

Rank Company 

 

Country 

 

Areas of innovation  

(% of answers)  

1  APPLE   USA Products (52%) 

2  GOOGLE   USA Customer Experience (26%) 

3  TOYOTA MOTOR   Japan Processes (36%) 

4  GENERAL ELECTRIC   USA Processes (43%) 

5  MICROSOFT   USA Products (26%) 

6  TATA GROUP   India Products (58%) 

7  NINTENDO   Japan Products (63%) 

8  PROCTER & GAMBLE   USA Processes (30%) 

9  SONY   Japan Products (56%) 

10  NOKIA   Finland Products (36%) 

11  AMAZON.COM   USA Customer Experience (33%) 

12  IBM   USA Processes (31%) 

13  RESEARCH IN MOTION   Canada Products (37%) 

14  BMW   Germany Customer Experience (40%) 

15  HEWLETT-PACKARD   USA 
Processes, Business Models, and 

Customer Experience (27% each) 

16  HONDA MOTOR   Japan Products (40%) 

17  WALT DISNEY   USA Customer Experience (63%) 

18  GENERAL MOTORS   USA Products (55%) 

19  RELIANCE INDUSTRIES   India Business Models (31%) 

20  BOEING   USA Products (63%) 

21  GOLDMAN SACHS GROUP   USA 
Processes and Business Models (33% 

each) 

22  3M   USA Products (45%) 

23  WAL-MART STORES   USA Processes (48%) 

24  TARGET   USA Customer Experience (67%) 

25  FACEBOOK   USA Customer Experience (51%) 

26  SAMSUNG ELECTRONICS   South Korea Products (42%) 

27  AT&T   USA Customer Experience (33%) 

28  VIRGIN GROUP   Britain Customer Experience (47%) 

29  AUDI   Germany Products (50%) 

30  MCDONALD'S   USA Customer Experience (42%) 

31  DAIMLER   Germany Products (35%) 

32  STARBUCKS   USA Customer Experience (60%) 

33  EBAY   USA Business Models (28%) 
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34  
VERIZON 

COMMUNICATIONS   
USA Services (41%) 

35  CISCO SYSTEMS   USA Products (35%) 

36  ING GROEP   Netherlands Services (41%) 

37  SINGAPORE AIRLINES   Singapore Customer Experience (55%) 

38  SIEMENS   Germany Products (41%) 

39  COSTCO WHOLESALE   USA Customer Experience (46%) 

40  HSBC   Britain Services (39%) 

41  BANK OF AMERICA   USA 
Customer Experience and Services 

(23% each) 

42  EXXON MOBIL   USA Processes (50%) 

43  NEWS CORP.   USA Business Models (47%) 

44  BP   Britain Processes (42%) 

45  NIKE   USA Customer Experience (43%) 

46  DELL   USA Business Models (37%) 

47  VODAFONE GROUP   Britain Business Models (33%) 

48  INTEL   USA Products (53%) 

49  SOUTHWEST AIRLINES   USA Customer Experience (50%) 

50  AMERICAN EXPRESS   USA Customer Experience (35%) 

Source: BGC 2008 Senior Executive survey 
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Table 2: National Innovation System 

ACTORS RULES  

Companies 

 

Large firms 

SMEs 

Start-ups 

 

 

 

Capabilities Entrepreneurial spirit  

Management skills 

Companies spending in R&D  

Business culture 

Industry 

structures 

Clusters 

Joint Ventures 

Supply chains 

Cooperation between firms 

Industrial Parks 

Markets (goods 

and labour) 

 

Consumers 

Large buyers 

Government 

Suppliers 

Employment 

agencies 

Markets 

conditions and 

regulations 

Business entry rules 

Competition laws 

Buyers sophistication 

Public administration 

procurement 

Labour laws 

Knowledge 

system 

 

Universities 

R&D Centres 

Training centres 

Technological 

institutes 

Education and 

training 

conditions and 

regulations 

Patents, inventions  

University – industry 

collaborations  

Technical standards 

 

Intermediaries Consultants 

Incubators  

Chambers  

Sector associations  

Business 

support laws  

Specific laws and regulations 

of the intermediary actors  

Financing 

system 

Banks 

Venture Capital 

funds 

Equity market 

Laws and 

regulations of 

financing 

system 

Credit regulations 

Venture capital laws 

 

Government Central government 

Local 

administrations 

Infrastructures ICT 

Telecommunication  

Energy   

Institutional 

framework 

conditions 

 

IPP laws  

ICT  laws 

Incentives to R&D and 

innovation 

Environmental laws 

International 

dimension 

Foreign innovation 

systems 

Openness to 

international 

systems 

Trade laws 

Labour migration laws 

FDI laws 

International agreements  
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Table 3: Global Competitiveness Index: Syrian position on Innovation 

CGI: Selected indicators related to knowledge, technology and innovation 

  Rank 

2009 

Rank 

2008 

variation 

1.02 Intellectual property protection 59 54 -5 

5 Higher education and training 104 101 -3 

5.04 Quality of math and science education 61 60 -1 

5.05 Quality of management school 107 95 -12 

5.07 Availability of research and training services 96 95 -1 

5.08 Extent of staff training 123 112 -11 

6 Goods market efficiency 101 92 -9 

6.01 Intensity of local market competition 67 62 -5 

6.06 No. of procedures required to start a business 60 108 +48 

6.07 Time required to start a business 49 96 +47 

6.09 Prevalence of trade barriers 101 112 +11 

6.10 Tariff barriers 132 133 +1 

6.15 Buyer sophistication 116 112 -4 

7 Labor market efficiency 128 123 -5 

7.06 Pay and productivity  97 105 +8 

7.07 Reliance on professional management 124 119 -5 

7.08 Brian drain 118 113 -5 

8 Financial market sophistication 123 121 +2 

8.03 Easy access to loans 102 101 +1 

8.04 Venture capital availability 100 103 -3 

9 Technological readiness 108 107 +1 

9.01 Availability of latest technology 99 80 -19 

9.02 Firm level technology absorption 81 87 +6 

9.03 Laws related to ICT 126 127 +1 

9.04 FDI and technology transfer 117 110 -7 

9.08 Broadband Internet subscribers 109 107 -2 

11 Business sophistication 90 76 -14 

11.03 State of cluster development 119 97 -12 

11.04 Nature of competitive advantage 119 113 -6 

11.07 Production process sophistication 82 78 -4 

11.08 Extent of marketing 115 113 -2 

11.09 Willingness to delegate authority 91 92 +1 

12 Innovation 110 84 +26 

12.01 Capacity for innovation 128 117 -11 

12.02 Quality of scientific research institutions 110 89 -21 

12.03 Companies spending on R&D  131 115 -16 

12.04 University – industry collaboration in R&D 123 100 -23 

12.05 Government procurement of advanced tech products 110 90 -20 

12.06 Availability of scientists and engineers 43 40 -3 

12.07 Utility patents 90 80 -10 

GCI Overall 94 78 +16 
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Data Sources 

 
 
Syrian reports 

 

- World Economic Forum: Global Competitiveness Index – Reports 2008, 2009  

- The World Bank: Doing Business 2009. Country Profile for Syria 

- Oxford Business Group: The Report. Emerging Syria 2009 

- UNDP: National Competitiveness Report (2009) 

- MEDIBTIKAR: Diagnostic Study on Syrian Innovation System (2008) 

- MEDIBTIKAR: NEBIP initiative - second annual report 

- ESTIME : Towards science and technology evaluation in the Mediterranean 

Countries –  

Final report 

- F. Alberti: Strategy for the Syrian Textile/Clothing Industry (IMUP-Syria, 2009) 

 

 

Academic readings 

 

- Michael Porter: The competitive advantages of nations (1990) 

- Charles Edquist: Innovation Policy – A systemic approach (1999) 

- M. Lankhuizen: The national systems of innovation: approach and innovation by 

SMEs (2003) 

- Erik Von Hippel: Democratizing innovation (2005) 

- Boston Consulting Group: Innovation 2008, a BGC senior management survey 

(2008) 

- Boston Consulting Group: The innovation imperative on manufacturing (2009) 

- OECD: Oslo Manual – Guidelines for collecting and interpreting innovation data 

(2005)  

- OECD:  Innovation and growth, rationale for an innovation strategy (2007) 

- OECD: Policy responses to the economic crisis: investing in innovation for long-

term growth (2009) 
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Mr. Iyad Maklad, Director International Relations, Ministry of Industry 

 

Ms. Samar Ferzli, Ministry of Industry 

 

Ms. Noha Chuck, Chief Ejecutive, SEBC 

 

Mr. George Catinis, Enterprise Europe Network 

 

Mr. Hisham Khayat, Director, SEBC Incubator  

 

Mr. Nawaf Zeidan, SEBC Training Centre 

Ms. Nadia Khiyami, National Competitiveness Observatory 

Mr. Fouad Al Laham, National Director, IMUP - Syria  

 

Ms. Rima Shaban, Director, ICT Incubator 

 

Ms. Abir Khaznadar, Institute Technological Research centre 

 

Mr. Ghhadeer Safi, Hassia Industrial Zone 

 

Ms. Alexandra Hilbig, GTZ, Project Coordinator 

 

Ms. Khawla Konyna, GTZ, Project Expert 

 

Mr. Adel Mouhanna, member of Syrian Inventors Associations 

 

Mr. Ammar Gokhadar, UNDP consultant 
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List of acronyms and abbreviations 

 

BGC: Boston Consulting Group  

EC: European Commission 

EU: European Union 

EN: Enterprise Europe Network 

ERP: Enterprise Resource Planning 

FDI: Foreign Direct Investment 

FP7: Seventh Framework Programme 

GCI: Global Competitiveness Index 

GTZ: German Technical Cooperation  

HCSR: Higher Commission for Scientific Research 

HIAST: Higher Institute for Applied Science and Technology  

ICT: Information and Communication Technology 

IMUP: Industrial Modernization and Upgrading programme in Syria  

IPR: Intellectual Property Rights 

ITRC: Industry Testing and Research centre 

ITT: Innovation and Technology transfer 

MNE: Multinational Enterprises 

MOHE: Ministry of Higher Education  

MOET: Ministry of Economy and Trade 

MOI: Ministry of Industry 

NCO: National Competitiveness Observatory 

NSI: National System of Innovation 

OECD: Organization for Economic Cooperation and Development 

PA: Public Administration 

PPP: Public Private Partnership 

R&D: Research and Development 

SCS: Syrian Computer Society 

SEBC: Syrian Enterprise & Business Centre 

SI: System of Innovation 

SIA: Syrian Investment Agency 

SKILLS: Superior Knowledge by Intensive Labour Learning Schemes 

SME: Small and Medium Enterprises 

SSP: Syrian SME Support Programme 

S&T: Science and technology 

UNDP: United Nations Development Programme 

UNIDO: United Nations Industrial Development Organizations 

WB: World Bank 

WEF: World Economic Forum 

WIPO: World Intellectual Property Organization 

WTO: World Trade Organization 


