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WHAT IS INNOVATION,
REALLY?
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Not innovation: water bicycle
Never employed by society
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Real innovation: hybrid electric engine
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To be real innovation, an idea must be used by society, at large scale
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WHY SHOULD
WE CARE ABOUT INNOVATION?
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INNOVATION FIXES THE WORLD'S PROBLEMS
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Example: DNA therapy CIC
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INNOVATION AN ECONOMY HEALTHY
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New Jobs Created by Startups vs. Existing Companies

Startup firms

Existing firms

Millions of Jobs
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Japan must re-engineer its economy to create more new enterprises

The Importance of Startups in Job Creation and Job Destruction, T. Kane, The Kauffman Foundation
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HOW DOES INNOVATION
HAPPEN?
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IN THE PAST, INNOVATION HAPPENED LARGELY IN ISOLATION
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Nikola Tesla’s lab in Colorado Springs
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Walt Disney’s garage
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Hewlett and Packard’s garage




ARTA4—TD3TADHL—P

Steve Jobs' garage
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Innovation works differently today
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Innovators from different organizations work together, in central locations
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“Innovation Hubs” create constant opportunities for innovators to teach each other
sy _
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Innovation hubs allow young entrepreneurs to learn from experienced entrepreneurs
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HOW CAN ASOCIETY BUILD A CULTURE OF INNOVATION?



ARDN—BICRT BRI A/ R—23DEBIZHEETILELNHD

You have to build “innovation infrastructure” to bring people together
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THERE IS A SIMPLE FORMULA FOR FOSTERING INNOVATION
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In innovation hubs, people connect, like amoebas
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PROXIMITY ISTHE KEY
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Frequency of Collaboration Is Principally Driven by the Distance Between Researchers

A1 ADALE aAZRL—avOEE
Office location %Collaborating
=l Cﬁﬂﬁﬁl] Same corridor 10.3%

[E] Czar Same floor 1.9%
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Innovators must be physically close to each other in order to collaborate.

Hi# : Kraut and Egido, Bell Communications Research, and Galegher, University of Arizona, 1988.
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RESEARCH FINDING: NEARLY ALL RESEARCH IS DONE BY PEOPLE WORKING CLOSE TOGETHER
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The Distance Between Principal Authors is the Key Driver of Scientific Collaboration
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Proximity causes collaboration

Hi#: “Does Colocation Inform the Impact of Collaboration?”(2010)
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RESEARCH FINDING: THE QUALITY OF RESEARCH IS HIGHLY IMPACTED BY PROXIMITY
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Researchers Close to Each Other Produce Scientific Papers That Receive More Citations
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Different city Same city Same building
BC/INF—UMRE— R TPYTREDA/R—aVITHHTIEFELEEZALND,
MENGHGISINREGS,
We believe the same patterns apply to startup innovation.
Proximity is the key. co0®

i #2: Collaboration: the mother of invention (2011) Cl C
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In innovation hubs, entrepreneurs learn how to take risks
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INNOVATION HUBS ARE
NOT ANEW IDEA
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First Innovation Hub
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INNOVATION HUBS PROVIDE ACCESS TO ROLE MODELS ”ﬂ e
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Kendall Square in 1969




BEDOY




TUR—IWRGITEA/N—=230 DI AN INEEGRBRSET:
We have helped transform Kendall Square into an mnovatlon mecca
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VENTURE CAPITAL HAS GROWN DRAMATICALLY SINCE KENDALL SQUARE BECAME AN INNOVATION HUB

14018 JL
(US$14B)

TUOR—=ILROIT DN
UFv—FvEFILIE
14015 DN

140X increasein

VCin Kendall
Square
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(US$100M)
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Creating a dense cluster of startups attracts venture capital
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Innovation in Massachusetts is now highly concentrated
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SUCCESSFUL INNOVATION HUBS DRAW WORLD-CHANGING ENTREPRENEURS
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Android co-founder Rich Miner grew his team in Massachusetts’ hub / M \\
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THE CHARACTER OF MASSACHUSETTS’ INNOVATION HUB ISKEY TO ITS SUCCESS
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Avg investments per capita in CA vs. MA (last decade)
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“The Bay Area has more startups and the venture capital that gives them life than any other U.S. metro region, but the study said
entrepreneurs in Boston cite stronger connections with educational and other institutions locally as well as with everyday citizens.
Those factors helped vault the Hub, which also has almost as much entrepreneurial capital, to No. 1. “

H # :“The Global Cities Where Tech Venture Capital Is Concentrated”, The Atlantic
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BOSTON NOW VIEWED AS THE TOP US HUB OF INNOVATION

City Total Talent Capital Industry Density Ecosystem Culture
Score Specialization Connectivity
Bay Area 20.8 1 1 1 2 17 9
Denver 19.5 2 10 13 9 2 3
Raleigh- 19.2 5 14 11 7 3 1
Durham
San Diego 18.7 2 5 7 3 18 9
Austin 18.0 5 13 11 9 5 5
Los Angeles 15.7 20 4 5 11 16
Philadelphia 15.5 18 12 4 10 15
Washington 15.0 7 8 10 7 16 18
DC
New York 14.8 11 3 3 11 19 20

Hi 88 :Innovation that Matters rankings, US Chamber of Commerce Foundation
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. Innovation hubs are attractive magnets for innovators
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WHAT DOES THE JAPANESE INNOVATION ECOSYSTEM LOOK LIKE
TO AN AMERICAN?
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JAPAN IS HOME TO FAR MORE THAN ITS SHARE
OF THE WORLD’S TOP COMPANIES.

... AND ALL OF THEM BEGAN AS STARTUPS
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JAPAN ISHOME TO FAR MORE THAN IT’S FAIR SHARE OF THE WORLD’S TOP COMPANIES

11%
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1.7
.07
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% of Global Land Mass % of Global Population 2000 (Forbes Global 2000) 1D E|&

% of Businesses on Forbes’ “Global 2000” List 2016

ZLTENLDREGFTRTRE—MPYTRELL TIRF ST

And they all began as startups
Hi B8 : “The World's Biggest Companies,” Forbes, 2016.
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YET TODAY THE JAPANESE INNOVATION ECOSYSTEM HAS : OPPORTUNITIES FOR IMPROVEMENT (1)
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Academic innovation is too focused on basic research

° Few universities focusing on commercialization and startups (some are great!)
) Few universities taking advantage of collaboration with corporate partners/sponsors
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Corporate innovation is directed towards product improvement
° Most are not yet successful at transformative innovation (this is true everywhere)
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. Low venture capital investment relative to US

° Smaller proportion of startups in the economy
° Fear of failure mindset, tough to approve new ideas and/or take bold action
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Japan has a pressing need to address these challenges
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YET TODAY THE JAPANESE INNOVATION ECOSYSTEM HAS : OPPORTUNITIES FOR IMPROVEMENT (II)
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Innovation in Japan is not concentrated

° Research and innovation is distributed throughout Japan, often in outlying areas
° No “hub” where innovators, investors usually meet

° Not enough entrepreneurial role models

° Reduces learning opportunities
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Low comfort with open collaboration across organizational boundaries
° Less open communication about ideas, projects, efforts holds back learning
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However, during the last couple of years, the situation of innovation in Japan has been improving.
Some corporations and universities realize the importance of open innovation and are ready to work together with university start-ups to harvest the benefits of collaboration.
NEDO (METI) and JST(MEXT), and others are also getting more effective in encouraging innovation.
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HOW CAN WE STRENGTHEN THE JAPANESE INNOVATION ECOSYSTEM?
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Update national education policy on innovation

° Need more focus on commercialization within universities
o the Monkasho initiative with the national universities is a good start
° Need more focus on entrepreneurial education (look to nearby universities!)
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Link corporate innovation to startups
° Corporations should work more with startups (some are doing it)
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Build an innovation hub
° Why not build a US-style “innovation hub” to Tokyo?
° Concentrates innovators, provides learning opportunities and role models
° Creates opportunities for cross-organizational collaboration
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My organization, CIC, is exploring building such a hub in Tokyo ( ;M ‘\\ B
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"We've considered evecy potential risk. except
The risks of amﬂtn& all risks. M

(£ TDIVARVZERET DIRTLUNMIBZZONDHLoP D) RAIZEREILTE



1=

ZEWEL

P

\J
Ly

R
Y
Y




DYMESTIUVEL !
Thank you!



