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U.S. Job Losses in Recent Recessions
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Unemployment Rates by County, August 2009

(NOT seasonally adjusted)
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http://www.wa.gov/esd

What does a trillion dollars look like?




The good news is we are withessing an
unprecedented global recovery

Q/Q. SAAR %%
GDP share 2000 Q1 2000 Q2
These Japan 8.0% -14.2 3.7
?;;F&Iz.lirgrﬁﬂ China 0.2 %o 3.0 16.0
329 of Germany 0.0% -13.4 1.3
global GDP. France 4.7% 5.7 1.2
India 2.0% 7.0 6.3
The US is Korea 1.9% 0.5 9.7
;Iiﬂg"a'f’fsm Indonesia 0.8% 3.7 5.3
Taiwan 0.7 % -3.2 9.1
Thailand 0.4% -7.2 0.6
Hong Kong SAR 0.4 % -14.7 13.8
Arun Raha Malaysia 0.3% -17.7 13.2
EComomic Beview Singapore 0.3 % -12.2 20.7
4 Sep 2009 Philippines 0.3 % -7.1 11.0
Source: IMF, ERFC
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Shifting of Competitive Advantage

1980s & 1990s

Advantage is Quality

Strategy is

1960s & 1970s “Make it

Advantage is Cost

Strategy is
“Make 1t C

2000s

Advantage is Innovation

Strategy is
“Make somet
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Washington State

Innovation is in our nature.




Ten Year Vision
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Make Washington State the
most attractive, creative and
fertile investment environment
for innovation in the world.

e, we canot rest  Ooemistibok over the horizon and
aur © I's, so letos pfeﬂap@'fdr the e &&me that
to grooming a workforce and . . .
) will emerge when this recession

leaders who are agile,
creative, and embrace passes.
innovation. Commerce Secretary Gary Locke

Gov. Chris Gregoire Former Gov. Washington State

March 10, 2009 March 18, 2009
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Washington State

Innovation is in our nature.




| 2008 New Economy Index

Overall Knowledge Globaliza- Economic Digital Innovation
Rank Jobs tion Dynamism Economy Capacity

(2) (7) (3) (18) (7) (2)

CT X MA NV

MD VA - co NJ CA
DE MD NJ GA RI NM
NJ NY SC NY VA MD

“States that foster risk-taking and treat this time as an opportunity will be
In a better position when they emerge - they'll be growing, instead of
replacing the investments they slashed." Rob Atkinson, ITIF




Geography of Knowledge Based Industries 2007 Total

Milken Institute Rank Vietro Area Score

San Jose —
Top-Ranked U.S. and Canadian Metros 1 Sunnyvale-Santa  100.0
Clara, CA

Seattle-Bellevue-
2 Everett, WA 46.4
3

Cambridge-Newton-
Framingham, MA
Washington-

4 Arlington-
Alexandria, DC-VA-
MD-WV
Los Angeles — Long
Beach —Glendale, 40.2
CA
Dallas —Plano -

Irving, TX

5
6
2 San Diego—Carlshad
8
9

45.2

41.8

21.8

—San Marcos, CA 19.3

Santa Ana —
Anaheim-Irvine, CA

New York —White

Plains —Wayne, NY- 16.8
NJ

San Francisco —San

S S A 10 Mateo-Redwood  16.1
the last year for which data was available. ' - City, CA

17.7




Innovation Economy Framework

Growth
Employment

Prosperity GSH
Quality of Life
Competitiveness

Investment
Entrepreneurship
> Infrastructure

Innovation Innovation Innovation
Drivers Process Outcomes
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New Model for Economic Development
Traditional Model Innovation Driven Model

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

Locally focused clusters Globally focused clusters
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WEDC 4,
Vision TS

Talent

&—

Investment &

Infrastructure

Grow talent in strategic
industries and high demand
occupations

Entrepreneurship

Diversify R&D base, ignite
local innovation and
entrepreneurship

Invest in smart, clean, and green

infrastructure

Develop home-grown talent and
continue attracting talent globally

Coordinate economic and workforce
development

Reduce K-12 drop-outs

Strengthen post-secondary pipeline

Adult learning skills

Market life-long learning, discovery,
creativity and entrepreneurship

Facilitate job transitions

Strengthen apprenticeship programs

Compete for federal R&D Funds

Expand STARS Program and
entrepreneurs in residence

Strengthen Innovation Partnership
Zones

Create innovation awards

Implement real-time innovation
dashboard

Increase access to risk capital

Focus on infrastructure for innovation

Leverage transportation stimulus
| mpl ement AOsmar:t
Accelerate transition from oil

Deploy next generation broadband
Enhance air and marine facilities
Ensure infrastructure financing tools

Streamline regulatory process

Define criteria for innovation projects

ut il



Some Key Industry Clusters

Agriculture

Marine
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Clean Tech

Biotech, Energy

- Washington State

Innovation is in our nature.




Ecosystems self organize

and evolve Education \ p—

\
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Research

Workforce —

SIS
Entrepreneurs

Innovation V

Qosystem

Associations

Capital
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- Washington State

Innovation is in our nature.



Cluster Theory, Clusters in Practice

CKS UeéN)yye 2F gKI
A Historical perspective, not real time

A Organized around product categories

A Misses strategic opportunities in the future

A Geographic bounded perspective

A Relationship proximity more critical than
spatial proximity
A No obvious governance structure



Research

Enabling Dynamic Clusters p—

Ideas

Workforce
Skills

Rising
productivity,
incomes ,quality

of life

—

Businesses

are
formed

Ideas
transformed

into product
concepts
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Innovation Framework

Talent Infrastructure

Entrepreneurship

ouncil of Innovative Regions
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Summary

A Nations, states and regions are giving innovation top level
policy attention as the driver of future growth.

A No one factor independently leads to superior economic
performance--rather it is the interaction of policies and
processes that lead one region to outperform others.

A Many are well knownT sound macro fiscal and monetary
conditions, flexible labor markets, access to capital.

A What is new is the growing role of knowledge networks,
human talent, entrepreneurship, technology investment and
rise of regional innovation ecosystems.

A Implication: A national innovation policy is needed that is

bottom up and leverages the diversity of states and regions to
shape their unique innovation environments.

AResults:/ 2t t SOGA PSSt e 02YS 2 dz
stronger, more nimble, competitive and prosperous.
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The best way to predict the future is to inventit. ..



allows investment in

_ necessary . leads Economic
I[;wr)ovauon % Business Q Growth and
rivers i+i
Performance Competitiveness
Talent
Asupply of middle skills
AegE attainment Increased, Better
Averbal, math, science proficiency Employment
Aducational attainment Aincome growth
AR&D personnel Competitive Companies AEmpl
AlLife long learning A ducts/servi Employment
€W products/services AReduced income disparity
Investment Aroductivity growth
'E&ntrepreneurship %Xport growth Wealth Generated
University R&D arket share
APrivate R&D intensity Adigh impact firms ,'B&SGDP by State' .
Aintellectual property generated Frofitability tandard of living
ACompany startup Aore i ; t
Investment ore investmen Increased State Revenue

AEquity investment . . .
AFederal investment AAIlgned policy & investment

AForeign capital attracted Astate revenue generated

Infrastructure
Transport

Afreight Success Metrics for the

Ainformation delivery

ACommuting "

Sommuting Innovation Economy

ACost of business

ABusiness attractiveness Source: WEDC and Washington Technology Center



Innovation Ecosystems Evolve

Virtual Cluster

_ 0D
Growth Node AT, A
1 S /'

Many nodes
ascent Relationships Virtualized functions Dense linkages
Accelerated collaboration NEtWOrk to Network
@ Few to many firms
Fast growth
Key linkages

None or few firms

. 21
Growth potential



Definition of Innovation™

A Innovation is a processy which value is created
for customers through public and private
organizations that transform new knowledge and
technologies into products and services for
national and global markets.

A A high rate of innovatiorin turn contributes to
more intellectual capital, market creation,
economic growth, job creation, wealth and
higher standard of living.

draft for discussion purposes




