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During the last decade,

Asian countries have
seen hifqh sustained
rates of growth and

subdued business fluctuations.

West, that boomed in the 90s
due to years of investment
in the assimilation of IT by

both government & industry,
finally paid off in accelerated
productivity growth.

The message is that modern
economy can't grow over time
simply by stimulating demand.

The process of globalisation
began rather innocently in the
70s and 80s, with industrialised
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countries outsourcing low paying manufacturing and service jobs to

poorer but aggressive Asian economies.

Economies now realise huge needs for structural reforms in education,
investment in technology, more efficient industry structures and

government-industry partnerships.
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CHANGES IN NATIONAL R&D INTENSITY
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The U.S. economic growth policy infrastructure also needed to embrace
the critical role of technology in response to several decades of Research
that is the major long-term driver of productivity and income growth.
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China's Phenomenal 6rowth Engine
and its Innovation Strategy

0 Leading-edge innovation of sophisticated products
is neither sufficient nor necessary for sustained economic growth.

Q China's secret lies in its skill in a new way of innovation,
making at the moment things in new and better ways,
rather than inventing better things.

O With a new speedy strategy, Chinese firms run as fast
as they can stay in the same spot right
at the global technology frontier,
but also actually advancing it. S
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Q Apple engineers design the /Phone in America.

O Within three weeks, Chinese engineers know how
to make it in China: faster, cheaper, better!




The three-pillar bridge to pass across
@ the Valley of Death
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Innovation

Commercialisation

& Industrialisation

EURADA - Inspired by Gabriel M CREAN’.Zpresentation
at Regions for Economic Change 2012 - Adapted by JMRousseau

TECHNOLOGY JOURNEY The Three Journeys of

the Innovation Value Chain

Q The Technology Journey intends to ease the entrepreneur to
appreciate and satisfy a real technical specification and
perceiving tacit or explicit customer expectations.

O Increasing the intensity of commercialisation of ideas
and broadening the range of entrepreneurs’ skills
are all critical ingredients.

0 Increasing the marketing intensity is
deemed as very significant, while
concerns about industrialisation

are not yet specificall
TECHNOLOGY JOURNEY addr‘essgd at I?rhis s’ragz.

Source: Malcolm J. Parry 2008, 2012,
adapted by J.M. Rousseau 2012
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MARKET JOURNEY The Three Journeys of
COMPANY JOURNEY the Innovation Value Chain
TECHNOLOGY JOURNEY Source: Malcolm J. Parry 2008, 2012,

Q Company Journey starts in an exploratory phase of ideas’ promotion;

Q Eventually, the complete adoption of a full Market Journeys phase
will be the objective within a real compe’rmve intelligence process
for fully fledged technologies...

MARKET JOURNEY |
- EARLY RATIONAL \ \TECHNOL.
. i%l‘l-l:][:EORN ADOPTERS ECONOMIC & MARKET
& NICHES PURCHASE VOLUTION
TECHNO- INDIFFE- MARKET MAR
LOGY PUSH RENCE FEEDBACK
COMPANY JOURNEY |

FORM RECRUIT 6RO
1/ 2 IND- |
vibuaLs \ VENTURE SPECIAL- OPERA EMPLOYEES
STAFF
FRIENDS
E?Q\(‘;/IE%T & FAMILY CHRTTAL REVENUES PROFIT

Beneflfl? From R&D or S&T services
+ Technology Transfer pre-activities

NO INTER- MARKETS RATIONAL \ \TECHNOL.
ACTION DOPTERS ECONOMIC & MARKET
& NICHES PURCHASE VOLUTIO
TECHNO- INDIFFE- MARKET MARK
LOGY PUSH RENCE FEEDBACK
FORM RECRUIT 6RO
! ]{v%g&a__s VENTURE SvPECI]:Asl:r-s OPERATI EMPLOYEE*
STAFF
FRIENDS VENTURE
E?Q\(\)/IETE\-/‘— A FAMTIY SEED CAPITAL VENUES PROFIT

A NDRDEEEELR g% ENT Source: Malcolm J. Parry 2008, 2012

PROOF OF PR OOF OF PROOF OF
SCALA I UALITY
DIEULL MARKET— WARRAN—
MO
TRAT.[ON PRODUCT PRODUCT

MARKET
JOURNEY

COMPANY
JOURNEY

ROOF OF OF OF PROOF OF
PRINCIPLE ONCEPT VIABILITY

S PPLIED DEA’)\%LQJ/S
RESEARCH SEARCH 4Y TRATION

TECHNOLOGY




Collecting the Fruits of Incubation

Source: Malcolm J. Parry 2008, 2012
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Speeding-Up Tech Access to Market

mgce: Malcolm J. Parry 2008, 2012
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Breakthrougli\R Incremental
/nnovaitions. Innovations.

Shanzhai Innovations

Logistical
%aﬁans
offer the radical territorial advantage of

local firms by claiming prior art more quickly
than any ‘foreign’ competitors, who just
can rely on formal invention patents.

Such locally adapted innovations, both mixing

logistical, incremental and even, sometimes,
breakthrough innovations, are not copycat

but fully fit the consumers' needs,

while being affordable for local
populations and further
markets abroad.

Acce/erafed Industrialisation

Shanzhai Innovation
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Western Inspiration




@ Heeding some lessons to be successful

Q Chinese players have Will and Capital

to compete in most major industries & are quickly acquiring high-tech
on the basis of innovation leadership.

Q In contrast, Western approaches should be considered as follows:

> Accelerating the speed of technology development

The Er;ace of imitation is quickening, while companies should consider
establishing R&D organisations and exploring other ways to
speed up technological advancement & innovation;

» Avoiding tradeoffs between quality and
productivity when entering premium markets

When a company wants to succeed in high-end markets,
it must ]Prove that it has high standards for product quality,
and that those standards do not come at the expense of productivity.

How South Korea successtfully
managed to compete with China?

Q China’s manufacturers have a competitive advantage over Korea's

in terms of the cost of materials and labour, the size of home market,
and the amount and types of government support they receive.

O South Korean companies, however, are ahead of their Chinese rivals

in ferms of Froduc‘rivi‘ry per unit of capital, technological so?his‘rica’rion,
product quality, brand power, while s‘r?ping up their pace of innovation
to meet consumers' ever-changing needs and preferences.

Q Korean companies also started competing on cost

25] They can pursue an
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The Comfort Zone

Industries that rely CERETHGR
on implicit knowledge  |mnovation]
and have a fast-clock CYCLE
innovation cycle:

most difficult to enter;

The Discomfort Zone

Industries that depend cLock |
on implicit knowledge & | ¢, 5
have a slow-clock Inno- | eceanaysis EXPLICIT _ catcH.up DiFFicuLTY \ IMPLICIT
vation cycle: at risk, as KNOWLEDGE

infroducing a disruptive technology that speeds up the pace of change.

The Danﬂer Zone - Industries that rely on explicit knowledge and
have a s/im advantage over Chinese competitors:
quite vulnerable when Chinese competitors process most of know-how.

The Warning Zone - Industries that depend on explicit knowledge and
have a fasf-clock innovation cycle: still affordable, although

difficult for rivals to overtake owing to continuous tech-innovation.

When Production Can Help Re-Innovate

Q The idea of “divisibility"” of R&D and manufacturing
as well as “distance” between R&D and manufacturing
has prevailed in the last 25 years in the Western countries...

Q while Innovation needs a two-way feedback, iteratively
from R&D to production, but also from production to R&D,

as the act of production creates knowledge
about the process and the product design.

O In fact, Systems of Innovation are
often seen to be for their own sake.

O The previous low-skilled and low-paid worker
thus reincarnates into an engineer, who re-innovates through

the re-appropriation of intellectual capital,
for climbing up the Innovation value chain.




'Va//e/ of Death’ versus
Blooming Picks of Innovation’

a Comrounding the commercialisation problems at the basic-Research
level is the so-called " Valley of Death'
financing gap faced within the regions

by innovative new companies seeking
the money they need to carry

new products and services

rom the desi?(n phase

to the marketplace.

O Moreover,
when turning its focus
away from manufacturing,

= =

firms risk losing the opportunities
to profit from “Picks of Innovation'

which are more often blooming on
assembly lines & industry facilities,
than in research centres & labs.

Smart Specialisation Strategies: Justification
and Implementation

Q Smart Specialisation 1

is set to become a significant AREREES
policy rationale in the upcomin
Structural funding 20142020, 6

FOLLOW-UP

Q Its application in regions often
leads partners to face
a situation with

scarce resources and

limited budgets fo be allocated

according to global competition
and inherited resources.

O Thus, regional governments need to design policies in such a way

as to support the most promising areas of present and future
competitive advantage in order Yo foster regional prosperity.




Smart Specialisation Sfmfe%:
Expectations and Impac

Q Smart Specialisation demands
a concentration of resources on certain sectors...

Q Smart Specialisationis much more

than placing greater emphasis on innovation and
focusing on scarce human & financial resources in a few
globally competitive areas to boost economic growth and prosperity.

Q While classic approaches to policy making have often been that
?over‘nqnce structures should complement economic structures,
he rationale of the Smart Specialisation Strategy is

that Policy makers should, actively and permanently,

assist in the adaptation of economic structures for
allowing regions to respond to global competition.

Smart Specialisation Strategy
with Two Main Dimensions

Q Smart Specialisation intertwines both dimensions:

- Governance for enhancing social capital,
connecting the innovation landscape, and
shortening the distance between the local actors,

- Market by paying a special attention to the consumers' expectations,
and accelerating the pace of the ' journey between
the concept (ideation’) and the industrialisation.

Q Smart Specialisationboth relies in political & economic theories
in order to take advantage of both lines of reasoning.

Q Smart Specialisation demands a thorough assessment
of the Regional Innovation System, for understanding

> the evolutionary nature of regional economies, and
> also the design of appropriate policy-making.
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Territorial Intelligence, Smart Specialisation,
and Technologies® Translation in Production!!

Q Territorial intelligence is needed to identify
the high value-added activities within cohesive territories that
offer the best chance of strengthening their competitiveness,

Q Smart Specialisation can help these cohesive territories

concentrate resources on a limited set of key priorities,
and find out fields that could make them differentiated...

O There is a need for a re-orientation of activities fowards areas
that give the best chance of competitive advantage, provided

these territories, with their enterprises and research labs,
could keep a strong capacity to quickly
Translate Technologies in Production.
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Thank you for your attention!
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