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Foreword: Innovate or Abdicate 
 

Resolved: America’s enterprises, educational institutions, labor and 
public sector organizations and citizens must make innovation – 
across all sectors of business, society and government – the 
underlying strategic priority for ensuring the nation's economic 
strength and security. 

 
Where once we optimized our organizations for efficiency and 
quality, now we must optimize our entire society for innovation. 

 
Innovation has always been America’s soul. From the nation’s inception, we have most 
fundamentally been about discovery, about new beginnings, about setting out for the 
frontier. Of course, America can sometimes appear messy, imperfect, unfinished – as 
much a mixed bag as a melting pot. But that’s part and parcel of being focused on the 
horizon, of trying out new things, of being animated by a faith in the future.  
 
America, in the end, is all about hope. And it is precisely this quality that has made this 
country a beacon to people around the world for the past 228 years. 
 
Now, though, we find ourselves at a unique and delicate historical juncture, shaped by two 
unprecedented shifts – one in our own position, the other in the nature of innovation itself: 
 

• For the first time in our history, America stands alone as the sole economic, military 
and political superpower. It is important to recognize how novel this situation is, 
and what opportunities and dangers it holds – from competitors or potential 
competitors, to be sure, but perhaps even more from how we ourselves choose to 
handle this geo-political reality and the global responsibility it confers.  

 
• Complicating this is a shift in the nature of innovation itself. Where, how and why 

innovation occurs are in flux, across geography, economic sectors, speed, scope 
of impact – and even who is innovating. Whenever such a shift occurs, there are 
always realignments of competitive advantage and new measures of success 
and value. To succeed in this new world, it will not be enough – indeed, it will be 
counterproductive – simply to intensify current stimuli, policies, management 
strategies and curricular approaches.  

 
What will America do? Can the United States be a new kind of leader, one centered not on 
dominance, but on agility, constant motion and collaboration? Can we clamp down on 
terrorism – but not on experimentation, trade or the free flow of ideas? Can we lead 
through the exportation of hope and prosperity?  
 
There are ample incentives all around for us to become more innovative. Perhaps most 
important is the fact that, despite our current preeminence, other regions are catching up. 
No single country, of course, is likely to overtake us soon. But the fact remains that we 
have not yet, as a society, come to terms with just how competitive the world has 
become. 
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However, even if we are still learning our way, Americans know instinctively that the best 
path forward is to become more America-like – more open, experimental and free –
avoiding impulses to become centralized, inward-focused or risk-averse. We know that 
we can’t preserve our way of life, or generate new jobs, or win the war on terror, or lead 
the world… by playing defense.  
 
America competes in many different arenas. Some of those, regrettably, require military 
force. But the real struggle for the future is being fought in the arena of ideas and of the 
marketplace… of learning… through the capacity to deliver new kinds and levels of 
value… through the growth of democratic government. American prosperity and security 
at home and abroad will flourish only if we work together to unleash a new era of public-
private collaboration. Our ultimate source of homeland security – and of continued 
leadership – is an unstoppable and fertile economy and knowledge ecosystem, and a 
truly innovative public sector.  
 
There are, of course, many obstacles to any culture’s embrace of innovation, of the 
future. Some have to do with inadequate infrastructure or talent pool and skills base. 
Some involve where and how resources are invested and deployed. But the most 
important obstacle, in the end, is fear – a reluctance to trade security for opportunity. 
And even a cursory scan of Planet Earth today reveals radically different attitudes 
toward this dilemma. 
 

Some governments are embracing opportunity with open arms – such as China, 
India, Korea and the former East Bloc nations now building a future as members 
of the European Union. While significant sub-populations in those countries are 
not yet sharing the benefits of expanded opportunity and innovation, the overall 
culture has made the decision to charge rapidly down this path. For now, hope is 
trumping fear. 

 
Other cultures are rejecting opportunity and retreating to security (or, rather, 
illusions of the same). In some cases, this takes the form of over-regulation or 
protectionism. In other more extreme cases, governments restrict their citizens' 
freedom to innovate, choose isolation over integration, and even exercise 
authoritarian power in an attempt to hold modernity at bay. 

 
We in the United States know our path. If America were a company, freedom and 
exploration would be our core competencies.  In the end, the simplest way to describe the 
purpose of the National Innovation Initiative is to help focus us as a society on what we do 
best, and on our purpose in history – to remember who we are.  

  
I. What is the Issue? 
 
There are times, places and conditions under which innovation uniquely flourishes. 
Sometimes, its appearance is so explosive, with so much creativity packed into a short 
span of time, that it changes global society and the course of history itself. Think 5th 
century B.C. Athens, or Renaissance Florence, or the “seven Asian tigers” of the 1980s 
and ‘90s. 
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America has been such a place over the past century. By the measures of the Industrial 
Age – or even those of the early Information Age – America is a clear No. 1 in productive 
innovation. The U.S. today remains near the top rank of countries, measured by R&D as a 
percentage of gross domestic product. America is still the world leader in venture capital 
and is home to many of the finest research labs and universities. We possess one of the 
most open economies for trade and investment; a stable government; and a culture 
uniquely supportive of risk-taking.  
 
However, golden ages don’t last forever. We have it in our power to remain the global 
leader in innovation – to launch a second “American Century,” an American Innovation 
Century. But this will only happen if we act with foresight now. 
 
To that end, hundreds of leaders and scholars from universities, corporations, professional 
societies, industry associations and government agencies have joined to form the National 
Innovation Initiative (NII).  These subject-matter experts have been engaged in working 
groups for the past six months in an effort to understand innovation's changing nature, to 
explain its influence on America’s place in the world and to devise a plan of action for 
continued leadership.  
 
We have arrived at a clear point of view on some basic questions: 
 

• We believe the United States’ economic and political standing are fundamentally 
bound up in our capacity as a society to innovate. We believe companies that do 
not embrace innovation as a core business value will fall to global competition – 
and that innovation in universities and government is crucial to unleash America’s 
national innovative capacity. 

 
• We believe that the bar for innovation is rising. What worked in the past will not be 

enough to sustain America’s leadership in the 21st century, because innovation 
itself – where it comes from and how it creates value – is changing (in ways for 
which we lack agreed-upon standards of prediction and measurement).  

 
• We believe innovation is a specific, definable phenomenon whose core attributes 

are organized, at a societal level, around talent, investment and infrastructure.  
 

• We believe that America’s position of leadership in innovation is now facing serious 
competitive challenges – both from new centers of innovation across an 
increasingly interconnected planet, and from the specter of our own complacency. 
As a society, we have not yet woken up to the nature or urgency of these 
challenges. 

 
• We believe that a new compact among companies, government, educators and 

workers is needed to assure a 21st century workforce that can successfully adapt 
and compete in the global economy. 

 
• We believe, finally, that the United States must respond to this historic shift across 

business, government, academia and labor by optimizing the American ecosystem 
for innovation – if our children and their children are to enjoy the benefits and 
opportunities of global leadership throughout the 21st century.  
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The analyses and recommendations in this report are based on those underlying premises. 
A plan of action to make the United States the most fertile and attractive environment for 
innovation in the world will be presented in December 2004 at the National Innovation 
Summit in Washington, D.C. It is previewed in this Interim Report. 
 
II. How is innovation changing?  
 
Samuel F.B. Morse’s telegraph in 1837 and Alexander Graham Bell’s telephone in 1875 
were groundbreaking innovations that led, over the course of the 20th century, to today’s 
huge global telecommunications industry – and in the process transformed most areas 
of human endeavor, from stock trading, to statecraft, to teenage gossip. Now, consider 
that a sizeable portion of that value has been created in the past five years thanks to the 
explosive growth of cell phones, which already account for half of the phones in the 
world, and are expected to reach 1.2 billion subscribers by 2005. By decoupling 
communications from physical location, this disruptive innovation – a combination of 
advances including satellites, semiconductors and standards – is generating a whole 
new round of transformations that may prove to have an even greater impact than the 
telephone itself. 
 
Online auctions demonstrate how innovation also can be a service. Existing systems – 
the Internet, credit cards and the mails – are combined in radically democratizing ways 
to turn ordinary citizens into entrepreneurs – enabling literally millions of home-based 
businesses. For budding capitalists all over the world, these hybrid companies/markets 
offer a boost in their standard of living and the flexibility to live where they want. And 
consumers enjoy access to a new universe of goods and services previously unavailable 
– and at increasingly affordable prices, thanks to the dramatic increase in the number of 
competitors in the market.  
 
Biotechnology companies have brought more than 150 breakthrough medicines to 
more than 325 million patients worldwide. Of the biotech medicines on the market, 70 
percent were approved in the last six years. And the technology has expanded from 
healthcare to become the major driver of innovation in agriculture, environmental 
management and industrial production. According to the industry's association, for every 
job directly created in biotechnology, nearly 3 other jobs are created in the economy; 
and for every dollar in revenue, another $2.30 of revenue is created in firms across the 
economy.   
 
What do these recent innovations have in common?  
 

• Each is a global phenomenon. 
 

• Each is multidisciplinary. It arises from the intersection of different fields or spheres 
of activity. 

 
• Each is an innovation multiplier – sparking innovation in other areas. They 

generate not just “value chains,” but rich, multi-dimensional ecosystems.  
 

• Each has elements of emergence and openness. Its spread is not determined by 
one company or entity, but by the independent activities of many. 
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• Each has been a transformational force. It changed not just industries or markets, 
but society – the very ways we live, work and engage with one another.  

 
 

“Innovation occurs at the intersection of invention and insight. It's 
about the application of invention - the fusion of new developments 
and new approaches to solve problems.” – Sam Palmisano, 
Chairman and CEO, IBM 
 
“Innovation requires not only that we are first to discover new 
knowledge and invent new technology, but also that we are first to 
develop new ideas and ways to put that knowledge and technology 
to work to solve problems and create opportunities.” – Wayne 
Clough, President, Georgia Institute of Technology  

 
“Innovation” combines the ideas of novelty and utility. It is an inherently societal (and 
utilitarian) concept. Whereas the image of the solitary genius in a garret or lab fits with 
“invention,” innovators, in contrast, start with an idea of what the marketplace needs. They 
create, but they also apply their creations. And those applications, in turn, generate further 
innovations, giving rise to new industries and national and global markets; spurring 
productivity and economic growth; fueling wealth creation and profits; generating high-
value, higher-paying jobs; and raising the standard of living, not just for direct beneficiaries 
of those new jobs, but also for other people touched by the innovation. 
 
These days, this “virtuous cycle” of innovation begins not with the producer, but with the 
customer. In an era when manufacturing and distribution are becoming increasingly 
componentized, fluid and responsive, consumer demand is in the driver’s seat. In fact, 
innovation’s increasingly collaborative nature is such it can call into question the whole 
notion of a passive “consumer.” Whether we’re talking about Linux, or eBay, or Home 
Depot, or a service-based partnership to transform core processes, the user is an 
innovation co-creator. “User-based innovation,” as MIT’s Eric von Hippel explains, takes 
place on both sides of the cash register. 
 
Further, thanks to the Internet, both the speed and the nature of innovation have 
changed, and both have become critical competitive success factors for a company or a 
nation. Innovation today is happening at a different pace, in a different place and with a 
different face.  
 
III. Innovation Dilemmas and Opportunities  
 
What is required to play in this new game? Modern management theory argues for 
becoming a “sense and respond” enterprise – but even that may not be enough. If all we 
do is respond to change, we’ll always be at the mercy of those who are driving that 
change. Within a complex adaptive system, innovation itself is the best (perhaps the only) 
way to influence and to lead. People today feel themselves buffeted by huge, hard-to-
understand forces. Innovation is about setting the agenda and becoming a force yourself. 
 
The first step toward unleashing innovation is to understand its basic ecosystem 
dynamics. The NII framework (see Fig. 1) recognizes the influence of innovation supply 
and demand on the rate of innovation productivity. Supply includes innovation inputs like 
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research, skills, management strategies, knowledge and risk capital. Demand includes 
innovation outputs valued by societies, such as, quality, security, convenience and 
efficiency.  
 
In the past, most of the innovation policymaking and action have focused on the supply 
side – the 20th century “production model.” We believe that more insight and action to 
align supply with market demand and customer / citizen value creation will sharpen the 
creation of innovative solutions, help manage risk and significantly mobilize the nation’s 
innovation resources.  
 
The push and pull of innovation supply and demand, however, don't occur in a vacuum.  
They are strongly influenced by the knowledge environment, public policy and overall 
innovation infrastructure offered by our society. For example, public policies related to 
education, training, research and development, fiscal and monetary policy, intellectual 
property, taxation and market access obviously impact our ability to generate innovation 
inputs and respond to innovation demands. The same can be said of infrastructure – be 
it for transportation, energy, healthcare or communication. 
 
Within this innovation framework, what are the major challenges and opportunities? We 
previously identified five core characteristics of innovation today: global, multidisciplinary, 
multiplying, open and transformational. To get a sense of how these frame the issues 
before us, the seven working groups of the National Innovation Initiative identified some 
of the innovation-related dilemmas with which institutions and enterprises are now 
grappling. 

  

Fig. 1 Innovation Framework 

Policy Environment 
e.g. Education • Intellectual Property • Fiscal • Legal • Market Access • Training 

Supply Demand 
Skills 
Knowledge 
Risk Capital 
Management 
Technology 
Research 

Quality 
Security 
Customization 
Convenience 
Efficiency 
Design 

INNOVATION

National Infrastructure 
e.g. Transportation • Energy • Labs • Information Networks • Universities 
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1. National vs. global 
 
How do we frame a national innovation agenda that also supports our position within a 
globally interconnected economy?  
 
No nation can corner the market on innovation. Nor should we regret improvements in 
other nations' competitiveness; their people deserve to participate fully in the benefits of 
a rising global tide of innovation-created prosperity, creating multiplier effects that also 
serve America.  Our security and economic opportunity are enhanced by growing 
economies, not by societies locked in poverty without a stake in the global order.  We 
need to think hard about whether our policies stimulate maximum creativity – or just 
narrow benefits in the U.S.  
 
At the same time, we certainly can – and should – respond to increased competition by 
moving to the next level ourselves. Our schools must be second to none. We must 
provide strong incentives to innovators – as well as supportive investment, regulatory, 
trade, fiscal and tax policies. We must reconcile ever-tighter defense of our borders 
against terrorists with the need of innovators to collaborate – and often travel – across 
those very borders. Our public services, health care, communications and physical 
environment and infrastructure must be world-class, not a roadblock to American 
entrepreneurs, doctors, scholars and scientists. 
 
Among the promising approaches we are exploring are the repatriation of foreign source 
profits, refining our post-9/11 immigration policies, a renewed commitment to engage in 
global standards bodies and initiatives, and an ambitious program of trade liberalization.  
 

A new, balanced approach that strengthens and stimulates America’s national 
innovative capacity while engaging actively and collaboratively with the rest of 
the world is one of the requisites for an American Innovation Century. 

 
2. Accelerating the growth of new disciplines and measures  
 
How do we both support the emergence of new knowledge ecosystems and also stay at 
the forefront of advanced research in core disciplines? 
 
As we’ve seen, innovation is inherently multidisciplinary in nature. It typically arises at 
the interfaces of disciplines. And during periods of fundamental change, it takes the form 
of entirely new fields, new curricular structures and, indeed, new frameworks for 
knowledge itself. 
 
We find ourselves at one of those junctures today. As a practical matter, it is increasingly 
difficult to determine with any certainty whether a given description of physical reality 
falls within chemistry, biology, physics or information science. New disciplinary 
candidates – from nanotechnology, to sociobiology, to network science – are attempting 
to bridge (or remake) these well-established disciplinary boundaries. And more generally, 
the very realms of science, politics, culture, business, health care and education are 
becoming increasingly intertwined.  
 
Clearly, new curricular and teaching approaches are needed – and are emerging. For 
instance, there is exploration underway of a new discipline in “Services Science” – 
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aimed at driving improved human performance effectiveness and efficiency as well as 
organizational productivity, similar to the way Computer Science has driven efficiency in 
IT systems across all business sectors.  
 
Also, we need more and better ways for researchers, scholars and students to cross 
disciplinary boundaries or to create wholly new fields of endeavor. Among the 
approaches showing promise are portable fellowships, online collaboration vehicles, 
“problem-based learning” and different ways to offer innovation-centric learning 
opportunities to students of all ages – from elementary school through retirement, and 
beyond.  
 

A new knowledge construct that both guarantees scientific rigor and nurtures the 
creation of new, multidisciplinary curricular and measurement frameworks is one 
of the requisites for an American Innovation Century. 

 
3. Optimizing the innovation ‘sweet spots’  
 
How can we identify and exploit the best opportunities for maximum innovation fertility 
and leverage? 
 
America’s future role in the global economy is not about leadership in low-cost, low-
wage, commodity products and services, but rather leadership in high-value, innovation-
driven growth. Therefore, we need public policies, business management systems and 
academic programs that provide extra support to investment in the most fertile sources 
of innovation – i.e., those that spawn the greatest amount of innovation across multiple 
sectors.  
 
These include such existing areas of U.S. strength as our risk capital system, advanced 
technology sector (e.g., nanotech and high-performance computing) and regional 
innovation “clusters.” For instance, we stand at the threshold of an entirely new era for 
the creation of products and services, offered by the merger of life sciences and 
computing, with nanodevices that can manipulate matter at the atomic scale. These 
capabilities are revolutionizing both science and the way products are created, solving a 
new set of heretofore intractable problems. 
 
And while advanced manufacturing will always be critical to America’s economic 
prowess and security needs, the time has come for the United States to invest in the 
innovation capacity to propel its dynamic, wealth-generating service sector globally. 
There is an imbalance when 70% of GDP comes from the services sector – and yet 
services-industry R&D still represents only one-third of U.S. R&D investment. This 
translates into missed opportunity.  
 

A new, aggressive national investment plan that nurtures America’s most fertile 
innovative activity is one of the requisites for an American Innovation Century. 

 
4. Supporting both openness and the rewards of innovation 
 
How do we maintain the rewards from intellectual property, while also enhancing 
economic growth and the spread of openness? 
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From the founding of the United States, the protection of intellectual property has been 
one of the fundamental underpinnings of innovation. It guarantees that an inventor has 
the opportunity to benefit from his or her creation. A sound and properly enforced 
national and international intellectual property framework must be maintained 
 
While protecting intellectual property is paramount, the issuance of inappropriate and 
poor quality patents is imposing hidden economic costs and inhibiting growth. These 
issues also must be addressed.  
 
Similarly, tension is developing between traditional IP protection and the spread of open, 
global standards. Such standards can enhance interoperability, encourage collaboration, 
and speed process transformation.  As such, they are drivers, in their own right, of 
economic growth and innovation, and are also important guarantors of openness and 
broad participation – the assurance that no one will be locked out or overly dependent 
on any one controlling entity.  
 
The truth is that optimizing for innovation requires both protecting the rewards of IP and 
encouraging the spread of open standards – and that doing so will drive economic 
growth. Some new models of this balance are starting to appear in public discourse, e.g., 
proposals for better examination and documentation to maintain patent quality; for limits 
to infringement remedies; and for new approaches that provide protection both to patent-
holders and standards developers, recognizing that intellectual property policy must 
protect the long-term investment which innovation often requires.  
 
The bottom line is that inventors still invent, and their rights and incentives must be 
protected – but we also need to maintain incentives for collaborative innovation and 
economic growth.  
 

A balanced legal regime that both protects the rewards of intellectual property 
and facilitates the spread of open standards is one of the requisites for an 
American Innovation Century. 

 
5. Marshalling innovation for the public good 
 
How do we generate private profit while serving the broader needs of national and global 
society? 
 
For many people today, the word “innovation” conjures up images not of a bright future, 
but of radical changes that may cost them their jobs, benefits and security, and that may 
have an unwelcome impact on their lifestyle. 
 
A responsible national innovation agenda must protect individuals and families from the 
unintended consequences of innovation. The question is how. Companies today cannot 
guarantee employment, but through a commitment to training and cooperation with labor, 
and with the financial backing of all levels of government, they could focus on achieving 
employability, adaptability and flexibility – creating a transitional bridge to the high-value 
jobs that lie at the heart of an innovation economy.  
 
Workers (current and prospective) must be informed and trained for change and new 
skills. For instance, by staying aware of the expected needs of small innovators, 
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educational institutions can anticipate the need for specialized training and offer targeted 
scholarships in specific fields. We also should reshape workforce development and 
training programs to help workers navigate an innovation economy. And how might our 
current federal programs ($23 billion annually) be more coordinated, flexible, 
performance-driven and linked with business and educational institutions? 
 
Finally, we must, as a society, not simply adjust to innovation, but apply it to dramatically 
improve our health, our democracy, and our quality of life. Innovation not only creates 
jobs, but also promises new medical treatments and services, transforms education, 
enables government to be both more efficient and more equitable, and offers hope for 
solving global challenges – from the environment, to epidemiology, to demographics.   
 

A balanced, progressive national innovation policy that advances societal needs 
and provides a transitional safety net for individuals and families is one of the 
requisites for an American Innovation Century. 

 
IV. What Should We Do? 
 
We should view America's innovation prowess today as a cause for optimism and 
national pride. As an economy and society, we have a long legacy of blazing trails, and 
there are many reasons to believe we will continue to do so. However, given the pace 
and nature of change, and their impact on every citizen, we cannot afford to rest on past 
success. The game is changing, and other nations are moving aggressively to compete.   
 
For instance, China overtook the United States in 2003 as the top recipient of foreign 
direct investment, with the two countries' trendlines moving in opposite directions. Many 
of America's innovation strengths are being replicated, and in areas like math and 
science education we have fallen behind. Even more importantly, many of the new 
sources and drivers of innovation are leveling the playing field very rapidly.  
 
This is not entirely unfamiliar territory. During the 1980s the United States faced a 
competitive challenge from Japan. To meet this challenge, policy focused on cost 
reduction, operational efficiency and quality improvement. The economy successfully 
transitioned from a mass production to a quality-management culture, where new 
management strategies and supply-chain optimization created the productivity marvel of 
the world.  
 
However, cost and quality are today nothing more than table stakes – the minimum 
required to be in the game. The forces of global economic integration and advances in 
technology are creating a different and more complex challenge. Sustaining competitive 
advantage requires moving beyond efficiency and quality toward creating new markets, 
increasing choice and value to customers and innovating continuously on a global basis. 
The U.S. must create the conditions that will stimulate individuals and enterprises to 
innovate and take the lead in the next generation of knowledge creation, technologies, 
business models and dynamic management systems.  
 
America’s Innovation Imperative: Where once we optimized our organizations for 
efficiency and quality, now we must optimize our entire society for innovation. 
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To sustain American competitiveness and progress in the 21st century, the leaders of the 
National Innovation Initiative support a broad, three-pronged strategy. We should: (1) 
apply innovation to address America's greatest challenges, (2) embrace a new national 
strategy to strengthen and sustain our innovation ecosystem, and (3) share responsibility 
among multiple innovation stakeholders. 
 
In this interim report, we identify many of the key issues to be addressed.  On December 
15, 2004, the National Innovation Initiative will hold a summit in Washington, D.C., to 
release a detailed national innovation agenda. The agenda will include specific, actionable 
recommendations for U.S. leaders to begin implementing in 2005. 
 
First, we must apply innovation to address the great 
challenges of our time. These are the areas where 
America doesn’t “compete” with the rest of the world, 
but rather collaborates. It’s in everyone’s interest to 
win the war against global terrorism, to improve 
healthcare (including the ability to manage global 
epidemiological crises), to provide economic security, 
to develop options for an aging population, to find 
affordable, environmentally friendly approaches to 
energy, to bring the promise of communication and 
information networks to all parts of the globe.  
 
Second, we must embrace a new strategy to sustain 
and strengthen our national innovation ecosystem. 
These are the areas in which we do compete, and in 
which we intend to lead. We want our education 
system to be the most advanced in the world. We want 
our economy, lifestyle, market climate and 
infrastructure to be the model for nurturing innovation – and for attracting innovators from 
all over the world. We want to develop the capabilities to generate a disproportionate 
share of the best-paying and most intellectually challenging jobs. These are the priorities 
that must that dominate our public expenditures and drive our companies’ investments – 
and that will determine fundamentally our quality of life. 

 
1. Apply Innovation to America's 

Greatest Challenges and 
Opportunities 

 
2. Sustain and Strengthen America's 

Innovation Ecosystem  
 
3. Share Responsibility Among 

Multiple Innovation Stakeholders 
 

National Innovation Imperatives

 
Third, we must share responsibility. Many stakeholders must enroll in this effort, if we as a 
nation are to raise the bar. Federal government actions are important, but not sufficient.  
State and local officials, for instance, have a great deal of influence innovation's success 
or failure at the regional level. Industry, academia and workers all have major 
responsibilities to fulfill if we are to earn the benefits of 21st century innovation. 
 
To identify the right actions, the National Innovation Initiative’s seven working groups have 
examined major dimensions and drivers of innovation: skills, finance, infrastructure, the 
public sector, research frontiers, trade and investment policy, and an understanding of 
how innovation is evolving. In this interim report, we preview some of the emerging 
priorities. Common elements of the priorities can be grouped into three broad categories: 
 
� Talent – the human dimension of innovation, including knowledge creation, education, 

training and workforce support. 
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� Investment – the financial dimension of innovation, including investment in R&D and 
risk capital availability, and macroeconomic fiscal and monetary policies. 

 
� Infrastructure – the physical and policy structures that support innovators, including 

network infrastructure, healthcare, transportation networks, energy provision, 
regulatory systems, intellectual property protection, innovation management and trade 
policy. 

 
The United States needs an integrated strategy that strengthens our innovative capacity 
on many fronts.  In December, the National Innovation Agenda will lay out this strategy 
with clear recommendations and identify how the different stakeholders – private sector, 
academia, labor and government – can participate.  The table below illustrates issues the 
working groups currently are examining.   
 
  

CChhaarrttiinngg  aa  NNaattiioonnaall  IInnnnoovvaattiioonn  AAggeennddaa  

Talent Investment Infrastructure 

What bold steps should academia, 
industry and government take – 
separately and in concert – to 
develop world-class innovators 
in services, manufacturing and the 
public sector? 

What can we do to help markets 
value long-term innovation 
strategies more highly? 

What should our priorities be to 
create world-class 
infrastructures for innovation, 
including transportation, energy, 
healthcare, and information? 

How can we help our workforce 
adapt to change through a more 
agile system of training, support, 
and portable benefits? 

How should we adjust our R&D 
strategies to produce more 
breakthroughs in areas that 
require research across multiple 
disciplines and over longer 
terms? 

How can we make the public 
sector more innovative through 
competition and performance 
standards and early adoption of 
path-breaking systems and 
practices? 

How can we stimulate a diverse 
next generation of Americans 
skilled in science and 
engineering? 

What are the most powerful 
incentives to increase early-stage 
investment in small business 
innovation? 

How can the regulatory and 
legal system better support 
innovation and entrepreneurship 
while protecting society? 

As we protect the homeland, how 
can the U.S. assure that we 
remain an innovation magnet for 
the best global talent?  

With services accounting for a 
dominant share of U.S. jobs and 
output, how should we invest to 
accelerate innovation in the 
service economy?  

How do we build a global 21st 
century intellectual property 
system that protects the rewards 
of intellectual property and 
encourages collaboration? 

Can we establish innovation metrics – similar to efforts that fueled booms in production and quality – to  
(1) bring more new ideas to fruition with higher returns and success rates; (2) align education and training 
strategies with key innovation skills; and (3) understand and manage innovation more effectively at the 
organizational, regional or national level?   
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Afterword 
 
The United States must offer the world a new model to compete, a new path to grow – and 
give Americans the tools and freedom to succeed.  The choices we make today will have a 
disproportionate impact on America’s creativity, productivity and our very place in the 
world in the century ahead.  
 
With that as our goal, the seven working groups, Advisory Committee, and Principals of 
the National Innovation Initiative will refine and focus the priorities and recommendations 
of the National Innovation Initiative, in preparation for the December 15, 2004 Summit. 
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Appendix  
Participants in the National Innovation Initiative 

 
Principals Committee 

 
Co-Chairs 

 
G. Wayne Clough 
President 
Georgia Institute of Technology 
 

Samuel J. Palmisano 
Chairman and CEO 
IBM Corporation

Members 
 
Gerard J. Arpey 
Chairman, CEO and President 
AMR and American Airlines 
 
Lee C. Bollinger 
President 
Columbia University  
 
Molly Corbett Broad 
President 
University of North Carolina 
 
Mary Sue Coleman 
President 
University of Michigan 
 
Denis A. Cortese 
President and CEO 
Mayo Clinic 
 
Robert M. Gates 
President 
Texas A & M University 
 
Sheryl Handler 
President and CEO 
Ab Initio 
 
John L. Hennessy 
President 
Stanford University 
 

Shirley Ann Jackson 
President 
Rennselaer Polytechnic Institute  
 
Vikram Pandit 
Co-President and COO 
Morgan Stanley 
 
Steven S Reinemund 
Chairman and CEO 
PepsiCo, Inc 
 
W.J. Sanders III 
Founder and Chairman 
AMD 
 
Ivan G. Seidenberg 
Chairman and CEO 
Verizon 
 
Kevin W. Sharer 
Chairman, CEO and President 
Amgen, Inc. 
 
Charles M. Vest 
President 
Massachusetts Institute of Technology 
 
G. Richard Wagoner 
Chairman and CEO 
General Motors 
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Advisory Committee 

Co-Chairs 
 
Norman R. Augustine 
Retired Chairman and CEO 
Lockheed Martin 
 

William R. Brody 
President 
Johns Hopkins University

Members 
 
Bruce Alberts 
President 
National Academy of Sciences  
 
George Atkinson 
Science and Technology Advisor to 
Secretary Powell 
Department of State  
 
Arden L. Bement 
Acting Director 
National Science Foundation 
 
C. Fred Bergsten 
Director 
Institute for International Economics 
 
Erich Bloch 
President 
Washington Advisory Group 
 
Phil Bond 
Under Secretary for Technology 
Department of Commerce 
 
Lewis M. Branscomb 
Prof. Emeritus, Public Policy and 
Corporate Management, John F. 
Kennedy School of Government 
Harvard University 
 
Rita Colwell 
Former Director 
National Science Foundation 

Emily Stover DeRocco 
Assistant Secretary, Employment and 
Training Administration 
Department of Labor 
 
Gary T. DiCamillo 
President and CEO 
TAC Worldwide Companies 
 
Stuart Feldman 
VP, Internet Technology 
IBM Corporation 
 
Diana Furchtgott-Roth 
Chief Economist 
Department of Labor 
 
J. Paul Gilman 
Assistant Administrator for R&D 
Environmental Protection Agency 
 
Daniel S. Goldin 
Distinguished Fellow 
Council on Competitiveness 
 
Jerome Grossman 
Director 
Harvard/Kennedy School Health Care 
Project 
 
Nils Hasselmo 
President 
Association of American Universities 
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Victoria Haynes 
President 
Research Triangle Institute 
 
Douglas Holtz-Eakin 
Director 
Congressional Budget Office 
 
Phillip K. Howard 
Vice Chairman   
Covington & Burling 
 
R. Glenn Hubbard 
Dean 
Columbia Business School 
 
Dale Jorgenson 
Director, Program on Technology and 
Economic Policy, Kennedy School of 
Government 
Harvard University 
 
Dino Kos 
Executive Vice President, Markets 
Group 
Federal Reserve Bank of New York 
 
Alan P. Larson 
Under Secretary for Economics, 
Business and Agricultural Affairs 
Department of State 
 
V. Paul Lee 
Executive Vice President and Chief 
Operating Officer  
Electronic Arts 
 
Marty Leibowitz 
Managing Director 
Morgan Stanley 
 
Constantine Papadakis 
President 
Drexel University 
 

Luis Proenza 
President 
University of Akron 
 
Ambassador C. Paul Robinson 
President 
Sandia National Laboratories 
 
David A. Sampson 
Assistant Secretary of Commerce for 
Economic Development 
Department of Commerce 
 
Raymond C. Scheppach 
Executive Director 
National Governors Association 
 
Alan Schriesheim 
Director Emeritus 
Argonne National Laboratory 
 
Hon. Ronald M. Sega 
Director of Defense Research & 
Engineering 
Department of Defense 
 
John B. Slaughter 
President and CEO 
National Action Council for Minorities 
in Engineering 
 
Graham B. Spanier 
President 
Pennsylvania State University 
 
Matthew J. Szulik 
Chairman, CEO and President 
Red Hat 
 
Linda Trocki 
Principal Vice President 
Bechtel Group 
 
David Ward 
President 
American Council on Education 
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Richard White 
President and CEO 
TechNet 
 
William A. Wulf 
President 
National Academy of Engineering 
 

John Young 
Former Chairman and CEO 
Hewlett Packard 
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21st Century Innovation Working Group 

 
Chair 

 
Nicholas M. Donofrio 
Senior Vice President 

Technology and Manufacturing 
IBM Corporation 

 
Members 

 
F. Peter Boer 
Tiger Scientific Inc. 
 
William Bonvillian 
Office of Senator Joe 
Lieberman 
 
Robert Buderi 
Technology Review 
 
Alice Petry Gast 
Massachusetts Institute of 
Technology 
 
Marco Iansiti  
Harvard Business School 
 
Richard Kauffman 
Morgan Stanley 
 
Kathleen N. Kingscott 
IBM Corporation 
 
Meena Mansharamani 
PepsiCo  
 
John P. McTague 
University of California-
Santa Barbara 

 
Egils Milbergs 
Center for Accelerating 
Innovation 
 
Ed Miller 
Consultant 
 
Mark P. Mills 
Digital Power Capital 
 
George M. Milne, Jr. 
Pfizer, Inc 
 
Anne Nobles 
Eli Lilly and Company 
 
Phillip H. Phan 
Rensselaer Polytechnic 
Institute 
 
Richard Seline 
New Economy Strategies, 
Inc. 
 
Kenneth L. Simons 
Rensselaer Polytechnic 
Institute 
 
 

 
Scott Stern 
Northwestern University 
 
Valerie E. Taylor 
Texas A&M University 
 
Debra van Opstal 
Council on 
Competitiveness 
 
John G. Voeller 
Office of Science and 
Technology Policy 
 
Anthony C. Warren 
Pennsylvania State 
University 
 
Edie Weiner 
Weiner, Edrich, Brown, 
Inc. 
 
Chelsea C. White III 
Georgia Institute of 
Technology 
 
Stephen M. Younger 
Defense Threat Reduction 
Agency
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Innovation Environment and Infrastructure Working Group 

Co-Chairs 
 
Luis Proenza 
President 
University of Akron 
 

Frederick W. Telling 
Vice President-Corporate 
Policy and Strategic 
Management 
Pfizer, Inc 
 

Bruce P. Mehlman 
Executive Director 
Computer Systems Policy 
Project 

Members 
 
John Ackerly 
Department of Commerce 
 
David J. Akers 
EagleCheck Ltd. 
 
Rokaya Al-Ayat 
Lawrence Livermore 
National Laboratory 
 
David Attis 
Council on 
Competitiveness 
 
Jonathan Banks 
BellSouth 
 
Kelly H. Carnes 
Techvision21 
 
Gail H. Cassell 
Eli Lilly and Company 
 
Joel Cawley 
IBM Corporation 
 
Alan F. Daley 
Verizon 
 
Richard E. Ewing 
Texas A&M University 
 

 
Merton C. Flemings 
Massachusetts Institute of 
Technology 
 
Norman Hackerman 
University of Texas-
Austin 
 
Robert Hardy 
Council on Governmental 
Relations 
 
Brian Leach 
Morgan Stanley 
 
Richard Manning 
Pfizer, Inc 
 
Thomas G. Marx 
General Motors 
Corporation 
 
Richard Pearson 
National Center for 
Manufacturing Sciences 
 
David Peyton 
National Association of 
Manufacturers 
 
Eric F. Reed 
Verizon 
 

 
Amy Salzhauer 
Ignition Ventures, Inc. 
 
Amy M. Smith 
WhiteOak 
Communications 
 
Andy Stephens 
U.S. Chamber of 
Commerce 
 
Michael C. Sullivan 
Office of Senator John 
Ensign 
 
Gregory Tassey 
National Institute of 
Standards and Technology 
 
Marie C. Thursby 
Georgia Institute of 
Technology 
 
Nicholas Vonortas 
George Washington 
University 
 
Wayne H. Watkins 
University of Akron 
 
W. Mack Webner 
Sughrue Mion PLLC 
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Innovation Finance Working Group 

Chair 
 

Paul Kimball 
Advisory Director 
Morgan Stanley 

Members 
 
Bryan D. Allen 
US Trust 
 
Richard A. Bendis 
Innovation Philadelphia 
 
Eleanor Bloxham 
The Value Alliance 
 
Bruce R. Bockmann 
TechSpace Inc. 
 
Robert Bogart 
Economic Development 
Administration 
 
Deborah Clayton 
Charlotte Research 
Institute 
 
Courtney Cook 
Morgan Stanley 
 
 
 

Chad Evans 
Council on 
Competitiveness 
 
Mary L. Good 
Venture Capital Investors 
 
Mark Heesen 
National Venture Capital 
Association 
 
Michael A. Hitt 
Texas A&M University 
 
David Johnson 
IBM Corporation 
 
Frank Knott 
ViTAL Economy, Inc. 
 
Lee W. Mercer 
National Association of 
Small Business Investment 
Companies 
 

Erik Pages 
EntreWorks Consulting 
 
Richard Quisenberry 
E.I. Du Pont de Nemours 
& Company 
 
Donald Siegel 
Rensselaer Polytechnic 
Institute 
 
Jerry R. Strawser 
Texas A&M University 
 
Miriam Ubben 
Software & Information 
Technology of Iowa (SITI) 
 
Deborah L. Wince-Smith 
Council on 
Competitiveness 
 
Joseph Yanchik 
Mendel Biotechnology, 
Inc. 
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Innovation Frontiers Working Group 
 

Co-Chairs 
 

Jean-Lou Chameau 
Provost and Vice President for Academic 
Affairs 
Georgia Institute of Technology 
 

Joe Miller 
Executive Vice President and Chief 
Technology Officer 
Corning

Members 
 
Patricia Bartlett 
Georgia Institute of 
Technology 
 
Robert Boege 
ASTRA 
 
Joseph Bordogna 
National Science 
Foundation 
 
Michael Cassidy 
Georgia Research Alliance 
 
Wesley M. Cohen 
Carnegie Mellon 
University 
 
Charles Cooney 
Massachusetts Institute of 
Technology 
 
Jonathan S. Dordick 
Rensselaer Polytechnic 
Institute 
 
Jim M. FitzGerald 
American Airlines 
 
Edward Furtek 
University of California-
San Diego 
 
Joseph A. Giordmaine 
Princeton University 
 

Randal K. Goodall 
SEMATECH 
 
Michael D. Grimes 
Morgan Stanley 
 
Diana Hicks 
Georgia Institute of 
Technology 
 
Paul M. Horn 
IBM Corporation 
 
Leslie Hudson 
University of Pennsylvania 
 
Olwen Huxley 
House Science Committee 
 
Anita K. Jones 
University of Virginia 
 
Randall T. Kempner 
Council on 
Competitiveness 
 
Dimitri Kusnezov 
Department of Energy 
 
William Madia 
Battelle 
 
Stephen A. Merrill 
The National Academies 
 
Charles E. Meyers 
Sandia National Laboratories 
 

Stephen D. Nelson 
American Association for 
the Advancement of 
Science 
 
David E. Parekh 
Georgia Institute of 
Technology 
 
Stephen W. Pierson 
American Physical Society 
 
Tom Rabon 
Red Hat 
 
Joe Raguso 
SRI International 
 
Bharath Rangarajan 
Advanced Micro Devices, 
Inc 
 
Barry Robson 
IBM Corporation 
 
Marlan O. Scully 
Texas A&M University 
 
Albert H. Teich 
American Association for 
the Advancement of 
Science 
 
Benjamin H. Wu 
Department of Commerce

 
 

  © 2004, Council on Competitiveness 
22



National Innovation Initiative 
Interim Report 

Innovation Markets Working Group 
 

Co-Chairs 
 
Catherine L. Mann 
Senior Fellow 
Institute for International Economics 

 
Stephen Roach 
Chief Economist 
Morgan Stanley

 
Members 

 
Jennifer Bond 
Council on 
Competitiveness 
 
Kevin Casey 
Harvard University 
 
Steve Clemons 
New America Foundation 
 
A. Benton Cocanougher 
The Texas A&M 
University System 
 
Robert Fauver 
Fauver Associates, LLC 
 
Ronil Hira 
Rochester Institute of 
Technology 
 
Kent Hughes 
Woodrow Wilson Center 
 
 

Merit E. Janow 
Columbia University 
 
Abbot B. Lipsky Jr. 
Latham & Watkins 
 
Dana M. Marshall 
Piper Rudnick LLP 
 
David McCurdy 
Electronic Industries 
Alliance 
 
Anil Menon 
IBM Corporation 
 
J. Frank Mermoud 
Department of State 
 
William F. Miller 
Stanford University 
 
Amb. Ira S. Shapiro 
Greenberg Traurig, LLP 
 

Denis Simon 
Levin Graduate Institute 
for International Relations 
and Commerce 
 
Michael P. Skarzynski 
UTStarcom, Inc. 
 
Nancy Smith-Nissley 
Department of State 
 
Frank Vargo 
National Association of 
Manufacturers 
 
Thomas F. Walton 
General Motors 
Corporation 
 
Grey Warner 
Merck & Co., Inc. 
 
John Zysman 
University of California-
Berkeley
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Innovation Skills Working Group 
 

Chair 
 

Thomas L. Magnanti 
Dean of the School of Engineering 

Massachusetts Institute of Technology 
 

Members 
 

Charles H. Ambler 
University of Texas-El 
Paso 
 
Gen. Spence M. 
Armstrong 
NASA 
 
Eleanor L. Babco 
Commission on 
Professionals in Science 
and Technology 
 
Jeff Brown 
Electronic Arts 
 
George M. Campbell, Jr. 
The Cooper Union for the 
Advancement of Science 
and Art 
 
Anthony P. Carnevale 
Educational Testing 
Service 
 
MaryAnne Cipperly 
American Airlines 
 
Jane C. Conoley 
Texas A&M University 
 
John Duncan 
Department of Labor 
 
David Ferrell 
Semiconductor Industry 
Association 
 

John Fitzpatrick 
Capital Area Training 
Foundation 
 
Rufus Glasper 
Maricopa County 
Community College 
District (Phoenix) 
 
Hilary Goldmann 
Higher Education 
Information Technology 
Alliance 
 
Susan Hackwood 
California Council on 
Science and Technology 
 
Terry L. Hansen 
IBM Corporation 
 
Christopher Hayter 
Council on 
Competitiveness 
 
Richard H. Herman 
University of Illinois-
Urbana-Champaign 
 
Ted Hoff 
IBM Corporation 
 
Andy Hooper 
Gap International 
 
Suzanne Isack 
National Institute for 
Entrepreneurship 

Amy Kaslow 
Council on 
Competitiveness 
 
Catherine W. LeBlanc 
Business/ Education 
Consultant 
 
Robert J. Linhardt 
Rensselaer Polytechnic 
Institute 
 
Cora B. Marrett 
University of Wisconsin 
System 
 
Christine Master 
Gap International 
 
Willie Pearson, Jr. 
Georgia Institute of 
Technology 
 
Karl S. Pister 
University of California 
 
Herbert H. Richardson 
Texas A&M University 
 
Linda Riefler 
Morgan Stanley 
 
Paula Stephan 
Georgia State University 
 
Kelly O. Sullivan 
Pacific Northwest National 
Laboratory 
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Joseph Szurszewski 
Mayo Clinic 
 
Orlando L. Taylor 
Howard University 
 

Michael S. Teitelbaum 
Alfred P. Sloan 
Foundation 
 

Sheila Tobias 
Professional Science 
Master's Degree Programs 
 
Wanda Ward 
National Science 
Foundation

 
 

 
 

  © 2004, Council on Competitiveness 
25



National Innovation Initiative 
Interim Report 

Public Sector Innovation Working Group 
 

Chair 
 

Jacques Gansler 
Vice President for Research 

University of Maryland 
 

Members 
 
Robert Atkinson 
Progressive Policy 
Institute 
 
Dick Berner 
Morgan Stanley 
 
Barry L. Bozeman 
Georgia Institute of 
Technology 
 
H. Lee Buchanan 
Perceptis, LLP 
 
Fenton Carey 
Consultant 
 
David W. Cheney 
SRI International 
 
 
 

Timothy Coffey 
National Defense 
University 
 
Daniel E. Hastings 
Massachusetts Institute of 
Technology 
 
Robert Hermann 
Global Technology 
Partners, LLC  
 
Jacques Koppel 
the koppel group, llc 
 
Duncan T. Moore 
Infotonics Technology 
Center 
 
Christopher J. Mustain 
IBM Corporation 
 

Malcolm R. O'Neill 
Lockheed Martin 
 
Adam L. Rosenberg 
U.S. Senate Energy and 
Natural Resources 
Committee 
 
John Thomasian 
National Governors 
Association 
 
David S. Trinkle 
Office of Management and 
Budget 
 
Arnold Vedlitz 
Texas A&M University 
 
Irving Wladawsky-Berger 
IBM Corporation
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