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Growth Competitiveness Index
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Global Innovation Hotspots

Real GDP per Capita 2004,
PPP-adjusted, $-US (2002)
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New Economic Superpowers in 20507?
China Overtakes the G3; India is Close Behind

Source: Goldman Sachs, Report 99




The Next Innovation Wave




Innovation occurs faster for today's technologies
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Innovation Requires Wider Collaboration and
Multidisciplinary Approaches

Structure Size
Micro Macro

Example: Nanotechnology

. Miniaturization & Individualization

. Complexity of individual components

[] Generation of systems

Nano
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Source: Dr. H. Fuchs, Wilhelm University of Munster in Westphalia



Intellectual Property Concepts Outdated

Patent Creation vs. Total Shareholder Return
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Service Sector Innovation
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So What is Innovation?

Policy Environment
Education * IP Protection * Regulation « Legal

Demand

National Infrastructure
Transportation * Energy * Information Networks

Source: National Innovation Initiative



at an Innovation Crossroads
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National Innovation Act

Title 1 —
Innovation Promotion

*President’s Council on
Innovation

e|nnovation Acceleration
Grants

*Basic Research
Commitment

*Regional Economic
Development

«Advanced Manufacturing
Systems

«Study on Service Science

Title Il —

Modernization of Science,
Education and Healthcare

*Graduate Fellowships
and Traineeships
*Professional Science
Master Degree Programs
eScience Education
eInnovation Based
Experiential Learning
«21st Century Healthcare
SYAIE




tional Innovation Act

Title Il —

Incentives for Encouraging
Innovation

Permanent Extension of
Research Credit

elncreased Rates of Alternative
Research Credit

*Alternative Simplified Credit
for Research

«Study on Catastrophic
Healthcare

Life Long Learning Accounts
*Private Foundation Support of
Innovation

*Valuation of Intangibles

Title IV —
Department of Defense

*Frontier and
Multidisciplinary Research
sEnhancement of Education
Manufacturing R&D
Transformational Mfg.
Processes

Manufacturing Technology
Strategies

*Planning for Strategic
Innovation

*$300 million authorization




National Innovation Act

Title V —
Judiciary and other Matters

*Retaining high tech talent
«Study on barriers to
Innovation

sPatent Reform




Major Advocacy
Effort Underway

Innovate America

WHERE IN THE WORLD WILL THE
NEXT BIG IDEA COME FROM!

The United States has long been the acknowledged word leader in wmovation, a mnqﬂlﬂ:mamafm&nmdm
national security and economic geowth. But today, other countries are building wodd class h and ed ms
and are graduating i ely qualified sci o engineering sudents at a faser pace than ever before.

Make no mistake: The search for scienrific breakrhroughs and new technologies will go on wherher we lead or follow. To remain ar
the vanguard in that quest, our country must increase investments in science research, provide incentives for research and

We support the President’s State-of-the-Union (name) initiatives and ask Congress to help keep America the world leader in
irmovarion.

www bnnovate A meca orp






Selected Regional Clusters of Competitive Industries

Omaha

Telemarketing

Hotel Reservations
Credit Card Processing

Silicon Valley
Microelectronics

Venture Capital —___

Los Angeles Area
Defense Aerospace
Entertainment

Rochester
: Imaging
Warsaw, Indiana ;
y Equipment
Orthopedic Devices ) L
Wisconsin/ lowa / Illlinois 2e:rol|5t i
Agricultural Equipment West Michigan b
and parts

Office Furniture

Wichita
Light Aircraft /

Baton Rouge/
New Orleans

Dallas/ Houston Specialty Foods

Real Estate
Development

Texas/ Louisiana

Chemicals Nashville/ Louisville

Hospital Management

Ma

Minicomputers
Mutual Funds
Health Care

Venture Capital
Software
Telecommunications

Hartford
Insurance

——— Providence

Jewelry

New York
Financial Services
Advertising
Publishing

Pennsylvania/ New Jersey
Pharmaceuticals

North Carolina
Household Furniture
Synthetic Fibers
Hosiery

Dalton, Georgia
Carpets

South Florida
Health Technology
Computers



Silicon Valley
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Context for
Firm
Strategy
and Rivalry

e Alocal context and rules that
encourage investment and
sustained upgrading

Factor —e.g., Intellectual property
(Input)

protection gy Demand

Meritocratic incentive systems Conditions
across all major institutions
Open and vigorous competition

Conditions

+ Presence of high quality, among locally based rivals ® Sophisticated and demanding
specialized inputs available local customer(s)
fo firms e Local customer needs that

—Human resources

—Capital resources
—Physical infrastructure
—Administrative infrastructure

—Information infrastructure
—Scientific and technological * Access to capable, locally based suppliers

anticipate those elsewhere

e Unusual local demand in
specialized segments that can be
served nationally and globally

Related and
Supporting
Industries

infrastructure and firms in related fields
—Natural resources » Presence of clusters instead of isolated
industries

¥

+ Successful economic development is a process of successive economic upgrading, in which
the business environment in a nation evolves to support and encourage increasingly
sophisticated ways of competing

Source: Michael Porter



Evolution of Innovation Networks

Industrial Cluster

Growth Node

Virtual Cluster
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Toward a New Innovation Model

Linear Model Dynamic Ecosystem

Business



In

novatio
Hubs




n
[ |
m u
L m
- [ | [ | - .- N
m u ]
| [} [ |
- n m ] u
L u m, o . i
| -
m = - m
u m = m
[ ] - Ly | | | u
|
[ - || | = H
- i saoL-Tw H u
oo R serzEe 7 = a ¥ =
u
«=® =AOl-TW= .
[ | = m | | | ||
- N m n m . =
o . Whbes BELENY S s
= LT e mm m o - m
u m m
- JEfA = MOFET® = | - -
u ]
m N m mm = o8 EE, : = N .
mE o m .
n || | m N s - || u
| H m ]
m | e o/ R m .
R e - i m u |
[ | p | - | [ |
u | - u .
. | - a C N il Internet Industry Partnerships
u
[ | = B content
[ | | Commerce

B nfrastructure
Copyright © 2002, Valdis Krebs




Silicon Valley Employment Waves:

Adaptive Pattern
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Source: Doug Henton, Collaborative Economics




Public Policy
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Infrastructure




Inflection Points

Results

Keep old way
performing

Decision to
change

Source: Gartner Group



Collaboration Taxonomy

~ Ideagora

Self Organizing

Control

High

Hierarchical

Low High
Value Integration
—

Source: Don Tapscott



Customers as Co-Creators

Firm-Customer Interaction
« Interaction is the locus of economic value extraction
« Markets are forums for value exchange

Ihe Customer

fihe Firm The Market
Creates Value Exchange of Value

iarget of Eirm's

Diierngs

—- - - calml “r' al g v 1My
Firm-Customer Interaction

7 The Firm: . ine Viarket: The Customer:
.  Collaborator in co-creating value{_ OFCIEAtIONIEXDBIENCES Collaborator in co-creating value
» Competitor in extracting value DiUMIGUENIUE Competitor in extracting value

Source: Prahalad and Ventataraman (2004)



What Stage Is Your Innovation
Ecosystem In?

L

None or very few firms
Specialized competencies
Potential for growth

. Few-to-many firms
Emerging? ¢ growth
Few links

Formation &
Expanding? Attraction of firms

Many links

Special suppliers

Net growth outside -
Transforming? Fegion Spin-offs 3 - -
starting next- N

generation cluster

Source: James. Gollub, ICF



Action Implications

Don’t pick winners: foster a habitat
for innovation and avoid strategic
industry lock-in

Architect the innovation ecosystem,
not just the inputs

Map nodes and linkages

*Access external innovation sources
*Build a sensing network

*Pursue lab to market financing
*Break down barriers to collaboration
Adapt digital support tools
sLeverage policies for rapid commercialization
*Develop and retain creative talent




@

DISCUSSION



	The National Innovation Systemand Regional Hotspots
	Change, Uncertainty and Complexity
	USA: Today’s World Economic Superpower (shares aggregate GDP)
	Growth Competitiveness Index
	Global Innovation Hotspots
	New Economic Superpowers in 2050?China Overtakes the G3; India is Close Behind
	The Next Innovation Wave
	Innovation  Requires Wider Collaboration and Multidisciplinary Approaches
	Intellectual Property Concepts  Outdated
	Service Sector Innovation
	So What is Innovation?
	National Innovation Act
	National Innovation Act
	National Innovation Act
	Selected Regional Clusters of Competitive Industries
	Evolution of Innovation Networks
	Toward a New Innovation Model
	Silicon Valley Employment Waves:Adaptive Pattern
	Inflection Points
	Collaboration Taxonomy
	What Stage Is Your Innovation Ecosystem In?
	Action Implications
	DISCUSSION

