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AMERICA IS #6! 

 

DOES ANYONE CARE? 

 

Everyone knows the huge problems the U.S. faces. We are deep in debt. The trade deficit is huge. 
Job growth is anemic. Infrastructure is failing. Meanwhile, our political culture is skewed for either 
stalemate or half measures.  
 
What is less known is that we are also lagging in undertaking steps to ensure we will be in better 
shape 10 years or 20 years from now. The next time we suffer an economic setback, we will likely be 
even less able to weather the storm. U.S. companies are increasingly competing against foreign 
competitors backed by the innovation-promoting policies of their countries. As a result, U.S. 
innovation-based competitiveness is slipping.  
 
Fortunately, heading off this looming crisis is easier than tackling some of today’s crises. In 
conventional terms, we simply need to find the right mix of tax incentives and investments aimed at 
competing in key sectors. Less conventionally, we need courageously updated economic thinking, 
which has been largely unchanged since the 1940s. There is plenty for both political parties to like in 
crafting an innovation and competitiveness strategy. The challenge is to get more people thinking 
about this and to shake us from a complacency born of belief that we are too big to fail and that 
other countries simply can’t match us when it comes to innovation and high tech. Consider some of 
the following facts about our place in the world: 



Falling in Global Innovation and Competitiveness 
 ITIF’s The Atlantic Century report finds that the United States ranked last among 40 nations at improving 

its innovation capacity and competitive position over the past decade. 
 From leading all nations in innovation capacity in 2000, the U.S. fell to 6th in 2008, behind nations like 

Korea, Singapore, and Sweden.1Georgia Tech’s High-Tech Indicators study finds China has surpassed U.S. 
in “technological capability.”2

 

  

Faltering Innovation Inputs 
 
R&D Investment  
 As a share of GDP, U.S. R&D increased just 3% from 1987 to 2008, while China’s 

grew 110% and Korea’s 91%.3

 Investment in R&D by U.S. companies grew 2.6 times faster overseas than it did 
domestically from 1997 to 2007.
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 Growth in federal R&D investment from 1987-2008 was 0.3% per year, vs. 4.9% 
from 1953-1987, for a current annual shortfall of $60 billion.
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 Capital investment abroad by U.S. manufacturing firms was 16% higher than 
investments in the United States from 2000-2009.
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 China bypassed the United States as the destination for the largest amount of FDI in 
the world in 2003.
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Talent 
 The United States is 20th in high school and 16th in college graduation rates.8

 Growth in college attainment and number of scientists/engineers has been stagnant.
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 Just 34, 38, and 40 percent of 24-year-old college graduates (from four-year U.S. 
colleges) are proficient in prose, document, and quantitative literacy.
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Tax/Incentives 
 The United States has the highest effective marginal corporate tax rate in the 

OECD.11

 U.S. R&D tax credit generosity is 17th in the OECD—and behind Brazil, China, 
and India’s.
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Patents 
 Only four of the top ten companies receiving U.S. patents are U.S. companies.13

 China will pass the United States in 2011 as the world leader in patent filings.
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Weakening of U.S. Manufacturing Capabilities 
 The United States lost 6 million manufacturing jobs, while 42,000+ factories closed 

over the past decade.15  



 The United States will cede its position as the world’s leading manufacturer to China 
in 2011.16

 The U.S. tallied a negative $5.5 trillion trade balance over the past decade.
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 The U.S. has run a trade deficit in advanced technology products since 2002.
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 China has replaced the U.S. as the world’s leading high-technology exporter.
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Bottom Line  
 
We are spending too much time fretting about and casting blame on how we came to this perilous 
moment and too little time thinking about crafting a long-term policy for our economic vitality. 
The United States has the resources to revitalize its capacity to innovate and to come up with the 
transformational products and services the world needs. We need fresh ways of thinking and 
talking about how to succeed and a modest dose of political leadership and bipartisanship. The 
data above should be humbling but not defeating. 
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