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LOSING THE COMPETITIVE ADVANTAGE?
THE CHALLENGE FOR SCIENCE AND TECHNOLOGY
The Technology Industry IN THE UNITED STATES

at an Innovation Crossroads
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Scientists & Engineers'Million peopl e

World of R&D
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*Size of circle reflects relative amount of annual R&D spending by country noted.

Source: R&D Magazine, Battelle, OECD, World Bank, K40, UNESCO




Potential Redistribution of Economic

Power?
China Overtakes the G3; India is Close Behind

Source: Goldman Sachs, Report 99
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In which country will your company spend the
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most on R&D over the next 3 years?
% Respondenis

China 39%

.S, 20%

India 28%

LK 24%
Germany 19%
Brazil 11%
Japan 10%
France 8%
|taly 0%
Czech Republic 8%

Source; The Economist Inteligence Uit sunvey, 2004,




Innovation is Accelerating
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Sources: J. Gerry Purdy’s presentation “The Next 50 Years in Mobile and Wireless” at Silicon Ventures, Trade press, Industry sources
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FIVE TECHNOLOGICAL REVOLUTIONS IN 230 YEARS

The ‘Industrial Revolution’

Age of Steam and Railways

Age of Steel, Electricity and Heavy Engineering

Age of Information and Telecommunications

@ Age of Qil, the Automobile and Mass Production

Age of Bio, Nano and Cogno?

Source: Perez



Innovation Shifting from Inputs
to Orchestration
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New Innovation Perspective

Closed Linear Model

Open Ecosystem
Model

Not Invented Here

Best From Anywhere

Passive Customers

Active Co-Innovators

Forecast to Demand

Sense and Respond

Optimizing Cost

Optimizing Value

Current Markets

Expanding into New Markets

Own and Protect IP

Share and Expand IP

Single Discipline

Multi-disciplinary

Hierarchical Governance

Self Organizing Relationships
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Innovation Ecosystem

Major Subsystems and Linkages

Macro-Economic

Public Policies Conditions

Product/Service
Applications

Knowledge Business Val ue Market

Inputs Model Demand

Process

Infrastructure National Mindset




Innovation Inside the IPOD
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Innovation Outside the IPOD

I-Tunes Integration

Branding

B Now Playing —_
90f13 .
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@ Marketing/Pricing
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Outperformers double their focus on the business model
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Business
Model
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“The business model we
choose will determine the
success or failure of our
strategy.”

“Products and services can
be copied, the business
model is

the differentiator.”

“Our greatest focus is on
business model innovation,
which is where the greatest
benefits lie.”




Innovation
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Hotspots

Cambridge
Montreal
Portland

Edinburgh

Atlanta

Stockholm
Orlando

Singapore

Dubal
New York
Bangalore
Shanghai

Silicon Valley
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Grassroots

The Rockford Innovation
Initiative
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HEMNOVATION ECOSYSTEM

Conversation Café focused on the HOT Spot

Rock River Valley region as an
Innovation Hotspot

Ovatien
Qofum

The creative class meets to define and make action for
improving the Innovation Ecosystem. Results at > R OC OPQ ( J 1 P
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S INNOVATION ECOSYSTEM

Ovation  Conversation Café focused on
' development of an Innovation Hotspot
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Innovation Ecosystems Evolve

Innovation

Virtual Cluster
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Many nodes
Dense linkages
Network to Network

Nascent Cluster Virtualized functions

Accelerated collaboration
@ Few to many firms
Fast growth

Key linkages

None or few firms

Growth potential 21



Concluding Points

US innovation policy Is an incomplete
cocktall—boosting inputs not outcomes.

Toward a value creation strategy.

Real results require experimenting with
new regional innovation models —
designed outside the Beltway.

Innovation Vital Signs also essential to
Inform strategy and policy.
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Thank You

Egils Milbergs
emilbergs@msn.com
WWW.Inhovationecosystems.com

WWWw.innovate.typepad.com
202.256.5506
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