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Great Recession





US trailing major economies 

in restoring jobs

Brazil and Chile have seen 

strongest job growth. Asian 

economies bounce back

Source: Organization for Economic Cooperation and 

Development and the International Labor Organization. 

Global Job Trends



Geography of WA Unemployment (May NSA)





Path to Recovery



Anticipated recovery time by revenue size 
(in millions)

Source: 2010 Manufacturing and Wholesale Distributions National Survey



1960s & 1970s

Advantage is Cost

Strategy is 

άaŀƪŜ ƛǘ /ƘŜŀǇŜǊέ

1980s & 1990s

Advantage  is Quality

Strategy is

άaŀƪŜ ƛǘ .ŜǘǘŜǊέ

2000s
Advantage is Innovation

Strategy is 

άaŀƪŜ ǎƻƳŜǘƘƛƴƎ ƴŜǿέ

The key to economic recovery

Over half of Fortune 500 and just under half of 
2008  Inc. list began during a recession or bear 
market.

Dane Stangler, Kauffman Foundation

There is no better time like
a downturn to innovate.



Å The societal rates of return to R&D are between 
two to four times private returns.  

Å At least 2/3 of the increase in per-capita GDP is 
from innovation.

Å Jobs in technology industries pay approximately 
70 percent more than other jobs.

Å Innovation is the key source of competitive 
advantage against low-wage nations.
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Innovation Drives Economic Growth



Á40 countries/regions

Á16 Indicators

ÁEconomic Structure

ÅHuman capital  (college 

education; researchers)

ÅInnovation capacity (corporate 

R&D; government R&D; scientific 

publications)

ÅEntrepreneurship (new firms; 

venture capital)

ÅIT infrastructure (e-government; 

corporate investment; broadband)

Á Economic Policy (corp. tax; 

ease of doing business)

Á Economic Performance (trade 

balance, FDI, GDP per worker, 

productivity)

!Ŏǘǳŀƭƭȅ ǿŜΩǊŜ bƻΦ с
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Å 1. China

Å 2. Singapore

Å 3. Estonia

Å 4. Denmark 

Å 5. Luxembourg

Å 6. Slovenia

Å 7. Russia

Å 8. Lithuania

Å 9. Cyprus

Å 10. Japan

Å 11. Hungary

Å 12. Slovakia

Å 13. Czech Republic

Å 14. India

15. Latvia

16. Austria

17. S. Korea

18. Ireland 

19. EU-10

20. Spain

21. Sweden

22. France

23. Portugal

24. Malta

25. Belgium

26. EU-25

27. Poland

5ŜŎŀŘŜ ¢ǊŜƴŘΥ ¢ƘŜ ¦Φ{Φ ƛǎ .ŜƘƛƴŘΧΦ
28. UK

29. EU-15

30. Mexico

31. Netherlands

32. Australia

33. Finland

34. Canada

35. Germany

36. Italy

37. NAFTA

38. Greece

39. Brazil

40. United States
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Average annual growth of R&D expenditures : 1996ï2007

EU = European Union



Researchers in selected regions/countries/economies: 1995ï2007

NOTES: U.S. data for 2007 estimated based on 2004ï06 growth rate. EU includes 

all 27 member states. EU = European Union; FTE = full-time equivalent Source: NSF Science and Engineering Indicators 2010



Market shares of computer and office machinery manufacturing: 1995ï2007

NOTES: EU = European Union. Asia-9 includes India, Indonesia, Malaysia, Philippines, Singapore, South Korea, Taiwan, Thailand, 

and Vietnam. China includes Hong Kong. EU excludes Cyprus, Estonia, Latvia, Lithuania, Luxembourg, Malta, and Slovenia.

Source: NSF Science and Engineering Indicators 2010



Trade balance in high-technology goods 1995ï2008

NOTES: Asia-9 includes India, Indonesia, Malaysia, Philippines, South Korea, Singapore, Taiwan, Thailand, and Vietnam. 

China includes Hong Kong. EU excludes Cyprus, Estonia, Latvia, Lithuania, Luxembourg, Malta, and Slovenia.

Source: NSF Science and Engineering Indicators 2010



Plan for Washington



Washington: A History of 
Innovation

COSTCO

Commercial

Airplanes

http://www.washington.edu/


States and regions can be powerful 
players in the innovation economy

ÅStates, regions and smaller nations are:

ïLarge enough to:

Åcreate intellectual capital

Åbuild innovation ecosystem(s)

Åconnect globally

Årespond to innovation opportunities

ïSmall enough for:

Åshared vision and achievable outcomes

Åtrusted personal relationships

Åeffective governance



2007 
Rank

Metro Area
Total 
Score

1
San Jose ς
Sunnyvale-Santa 
Clara, CA 

100.0

2 Seattle-Bellevue-
Everett, WA 

46.4

3 Cambridge-Newton-
Framingham, MA 

45.2

4
Washington-
Arlington-
Alexandria, DC-VA-
MD-WV 

41.8

5
Los Angeles ςLong 
Beach ςGlendale, 
CA 

40.2

6 Dallas ςPlano -
Irving, TX 

21.8

7 San Diego ςCarlsbad 
ςSan Marcos, CA 

19.3

8 Santa Ana ς
Anaheim-Irvine, CA 

17.7

9
New York ςWhite 
Plains ςWayne, NY-
NJ 

16.8

10
San Francisco ςSan 
Mateo-Redwood 
City, CA 

16.1

Geography of Knowledge Based Industries
Milken Institute



A New Innovation Growth Curve
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We are here



A Ten Year Vision
We should not fear to lead

Make Washington State the most 

attractive, creative and fertile 

investment environment for 

innovation in the world. 
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é, we canôt rest on our laurels, so 

letôs commit today to grooming a 

workforce and leaders who are 

agile, creative, and embrace 

innovation.
Gov. Chris Gregoire

March 10, 2009

We must look over the horizon and 
prepare for the new economy that 
will emerge when this recession 
passes. 

Commerce Secretary Gary Locke
March 18, 2009



Entrepreneurs would appreciate this challenge. 
The risks inherent to starting a thriving business 
ƛƴ ǘƻŘŀȅΩǎ ǘǊƻǳōƭŜŘ ǿŀǘŜǊǎ ŀǊŜ ƛƳƳŜƴǎŜΣ ōǳǘ ǘƘŜ 
rewards have never been greater.
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New Model for  Economic Development

Traditional Model Innovation Driven Model

Attract and retain companies Invest in talent, ideas and 
infrastructure

Jobs Quality of jobs, per capita incomes

Lowest cost of business inputs Higher value inputs, increasing 
productivity and outcomes

Top down economic development Bottom-up and organic growth

Competing regions: zero sum game Collaborating regions: value creation

Closed linear innovation system Open innovation ecosystem

Single disciplines, functions Multiple disciplines, integration

Locally linked clusters Globally linked clusters 

Strategize Organize Operationize



Four Critical 
Challenges



Talent Challenge
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Parents disagree about skills to drive 
innovation

Newsweek-Intel Global Innovation Survey Sept -Oct 4,800 adults



Researchers and 

entrepreneurs

create new ideas

Firm creation 

and innovation 

success 

Transforming ideas 

Into applications

No capital

Dead 

ideas

No capital

Creating business 

models

Dead 

firms

Graphic concept adapted from 

Dr. Charles Wessner, National Academies

Investment Challenge

Double ñValley of Deathò
30Egils Milbergs



Infrastructure Challenge

Post ñICEò Age?
Internal Combustion Engine

31

Beyond Oil?



Export Challenge



²ŀǎƘƛƴƎǘƻƴΩǎ ŜȄǇƻǊǘǎ ǘƻ !ǎƛŀ ςper capita goods 
exports, 2000-2008

Data source: www.wisertrade.org
*Newly industrialized countries: Hong Kong, Republic of Korea, 
Singapore, and China (Taiwan)
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Washington 
Innovation Ecosystem



Innovation Model is Shifting

Development

Linear Model Collaborative Model

Research

Commercialization

Innovation 
Ecosystem

Education

Research

Entrepreneurs
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Non-
Profits

Government

Capital

Business

Workforce 
Skills


