Pacific Northwest Economic Region

Innovation Working Group

Co-Chairs: Senator Kastama, Washington State
Dave Zepponi, President, NW Food Processors Assn.
July 21, 2011

- V':._::‘ = ‘
@1 0\ Pacific NorthWest

¥l Economic Region


http://www.pnwer.org/Home.aspx

Aligning for Innovation
The NWEFPA Story

Verifying the need for a systematic approach to
encourage a vibrant innovation ecology
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Food processor research validates the need
for an innovation strategy...

What role does
innovation play in
a food company’s

success?

Can we predict
job creation?




Survey finds innovation ecology supports
cluster-wide prosperity and job creation:

2) High-growth
companies

ﬂ 3) Respondents saw
collaboration as a

key to faster and




We learned that innovation & Broad
company growth are clearly linked. ~ ™novation

correlates to
Company
Growth

Do you apply innovation to any of the following areas?

FProducts

—-- B = 25% growth
-- B se: - 25% growth

- 1% - 53% growth
----F - Zero or negative growth

Frocesses

Business models

0% 15%a 30% 45% 0% 75% S50%

Creating new solutions in
cooperation with suppliers
(co-innovation)

Customer co-innovation

© Fuse Insight Labs, 2011 multiple responses allowed n=138



Current INVESTMENT

Investment vs Return I Potential RETURN

Business Model

= Business Process

= Production Process

* New Product

= Service

= Customer Relationship

= Customer Experience

= Enabling Customer Innovation




... and confirmed innovation practices

link to reven

ue growth

Based on your experience, do you think there is a connection in food
industry between innovative practices and revenue growth in

companies?

Yes, a skrong connection
between innowvation &

revenue growth
Frcbably there is a

connection

Don't know/not surs

Mot a strong connection

Mo connection between
innovation & revenus growth

0%

© Fuse Insight Labs, 2011
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0%

0%

10% 20%: 30%

Applied
innovation
correlates to
Company
Growth

S0%: 20%a 70%
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‘Innovation is the building block for a
strong business in a bad economy.”

“Without innovation we would not see industry move
closer and closer to being more green & we would
not be able to grow without innovative ideas to
help create new products, new processes, and new
jobs. In short, innovation is the building block for a
strong business in a bad economy.”

~ Survey respondent



Revenue growth leads to job creation
and community prosperity:

Given your current business operations, what type of growth would
cause you to hire additional employees this year (2011)?

Combined

revenue and
Growth in gross revenues - 17% margin

growth

I e~
23%
I O I N A -

- . 1 5 c.-.:'

0% 10%a 20%z 30%a 40% 50%

Growth in margins/
priofitability

Both of the above

Mone of the above

© Fuse Insight Labs, 2011 n=234



A majority of respondents would hire
additional workers with 10% growth
In margins...

What level of growth in your margins would make you start thinking
about hiring additional employees?

1% to 2% gross margin i o
arowth '

2% to 59 _- 1825
5% to 10% I - LTI
Growth

I Leads to
Meore than 15% gross margin _- - JObS
arowth '

Mons of the above -E'ﬁ:

0% 10%% 20% 0% 40%
© Fuse Insight Labs, 2011 n=143




...and a majority of respondents
would hire additional workers with
20% growth in revenues:

At what revenue growth mark would you start thinking about hiring
additional employees this year?

1% to 10%: revenus growth _. 129

15% to 20% _—- 25% Com pany
Growth

o to 25 e

Leads to
More than 25% revenus _- e Jobs
growth '

Mone of the above -6%

0% 10% 20% 0% 40%
© Fuse Insight Labs, 2011 n=134




Industry stakeholders think more
collaboration is important...

Do you think that there is an opportunity for more collaboration,
information sharing and partnership among food companies, their
suppliers and customers?

practices can

Don't know/net sure -- 15% be Spread

through
Probably not I”“" collaboration

Mo - definitely not! Fl%

D% 10% 20%s 30% 0% S0%
© Fuse Insight Labs, 2011 n=160



Findings enabled NWFPA to validate
their investment in a regional
innovation cluster strategy:




Y

Productivity and Innovation

Drive Economic Success & Build Acceptance
(Adizes curve)

Growing Aging

Regeneration Stable

Aristocracy

Early
Bureaucracy

Infant Bureaucracy X

Courtship
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PNWER’s Innovation Working Group
has the opportunity to develop our
regional innovation ecology

Encouraging
Global Competitiveness
Through Collaboration and Sound Innovation Policy
Resulting in Regional Prosperity
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