NATIONAL ADVISORY COUNCIL ON
INNOVATION AND ENTREPRENEURSHIP

July 12, 2016

The Honorable Penny Pritzker

U.S. Department of Commerce
1401 Constitution Avenue NW
Washington, DC 20230

Dear Secretary Pritzker:

On behalf of the National Advisory Council on Innovation and Entrepreneurship, we are pleased to offer
recommendations that aim to improve policymakers’, practitioners’, and others’ understanding of
innovation and its drivers as set forth in the attached proposal, “Tracking and Comparing Innovation: A
Proposal to Create an Online Encyclopedia of Innovation Indices and Measurement Tools.”

NACIE recommends the creation of an online, dynamic web resource that catalogues and curates the
growing number of indices and tools that seek to measure innovation. NACIE supports the rationale and
conclusions reached by the Advisory Committee on Measuring Innovation in the 21st Century Economy
that innovation data need to be more usable and available for policy makers at all levels?, and therefore
NACIE proposes the collection of multiple types of innovation reports into one searchable, digital archive
that can grow with the community of organizations that rely on this information. This represents a
tangible step forward in addressing the need identified eight years ago.

This proposal differs in an important aspect from those that have come before that sought to define
innovation in specific ways: rather than narrowly define innovation and measure it according to that
definition, the proposed resource looks across the multiplicity of innovation measurement efforts to
understand the ways that organizations—local, national, international—measure innovation in practice.
The resource described in the attached document would not provide evaluative commentary on
individual measures or indices; instead, as a curated collection, the resource provides descriptive
information, such as authors, major funding sources, primary objectives of measures and indices, and

1 THE AbvisorY COMMITTEE ON MEASURING INNOVATION IN THE 21ST CENTURY ECONOMY, INNOVATION MEASUREMENT: TRACKING THE STATE OF
INNOVATION [N THE AMERICAN Economy 11-12 (Jan. 2008), available at
http://www.esa.doc.gov/sites/default/files/innovation_measurement_01-08.pdf.



data sources. The system’s architecture, therefore, becomes highly searchable and enables comparisons
in multiple ways such as by state, by year, or by type of indicator.

We propose that Commerce dedicate resources, either financial or human, to develop the online
framework for the proposed resource outlined in the attachment. Once the framework is built,
Commerce would facilitate the gathering of a community of users to expand the resource through an
open source model. Thus, the community itself will drive the resource’s sustainability and relevance but
would be enabled by a Commerce backbone.

NACIE believes that this resource would provide great value not just to the United States but also to the
global community as we collaborate to refine our collective understanding of innovation, means to
foster innovative economies, and innovation’s impact on economic growth.

Marie Lynch
—— v Co-Chair
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The National Advisory Council on Innovation and Entrepreneurship (NACIE) is comprised of
leading entrepreneurs, innovators, investors, and university and economic development executives. It
is charged by the Secretary of Commerce to identify ways in which the United States may remain a
source of paradigm-changing innovation and home to the companies that take them to market.
NACIE offers policy recommendations to facilitate economic growth through entrepreneurial activity,
the commercialization of new ideas into high-growth businesses, and job creation. NACIE is

supported by the Department of Commerce’s Office of Innovation and Entreprencurship (OIE).

For more information about NACIE, see
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Cutrently in the United States, no overall measure of innovation exists although multiple organizations
and government agencies produce indices according to their own criteria. This data is often limited in
its scope, is not readily available, or presents a particular perspective based upon editorial priorities.
Each of these measures is valuable, however, for different audiences and different purposes. The
objective of this document is to present a prototype for an “Encyclopedia of Innovation Measurement
Tools” that might be developed into a robust, online resource that gives local agencies and policy
makers the opportunity to understand innovation in a way that best suits their local contexts by

drawing on multiple reports on innovation.

This new resource would build on prior work from the U.S. Department of Commerce, in particular,
its 2008 report on innovation measurement, which recommended taking steps toward creating a
national innovation index and inctreasing the availability of innovation data, suggesting that “[ijn the
absence of a single indicator, the committee proposes that the Department of Commerce take steps
toward improving, integrating, and expanding on its current data collection efforts in the next few
years while research is undertaken to better inform the task of measuring innovation.”! The prototype
described in this document makes tangible steps toward achieving these goals by collecting multiple
types of innovation measurement tools and making them accessible through an interface that describes
the cote features of each resource. In this respect, the project proposed here becomes a means for
policy makers at all levels—national, state, local-—to easily access multiple ways of measuring
innovation through one central resource that attempts to catalog as many innovation measurement
tools as possible. Additionally, the project includes summary data on primary data sources, such as
U.S. Census data, that serve as the foundation for many innovation measurement tools from various
groups. Should they wish to understand how measurement tools are built or if they intend to construct
their own, policy makers will have easier access to the vast amount of information available from

governmental, non-profit, and private organizations through this summarized data source.

The prototype project outlined here takes concrete steps toward realizing the recommendations

outlined in 2008. Within the United States and across the world, dozens of innovation measurement

I THE ADVISORY COMMITTEE ON MEASURING INNOVATION IN THE 218T CENTURY ECONOMY, INNOVATION
MEASUREMENT: TRACKING THE STATE OF INNOVATION IN THE AMERICAN ECONOMY xi (Jan. 2008), available at
http:/ /www.esa.doc.gov/sites/ default/ files /innovation_measurement_01-08.pdf.



tools and resources exist, yet no encyclopedia catalogs them. The proposed project helps to solve this

problem and creates a platform for comparative dialogue on the topic of measuring innovation.

Multiple soutces agree thatinnovation drives economic growth. However, the definition of innovation
remains somewhat slippery with different agencies or organizations defining it in different ways.
Rather than teplay the conversations that seek to define innovation in one way or another, this report
simply assumes that measuring innovation is important regardless of the way it is defined. The
approach outlined in this report—an encyclopedia of innovation measurement tools—therefore
proceeds from an inductive view of actual practice and how different organizations define and
measure innovation. The inductive approach respects the multiplicity of efforts to measure innovation
that already exist and by looking across the work that has already been accomplished, we can begin to
understand how real organizations and agencies measute innovation in practice. This pragmatic
approach proceeds from the understanding the measuring innovation is important regardless of its
definition, yet, in the absence of a single definition and associated measure, we should look to existing
practice to help move toward a theory of innovation instead of attempting to deduce that definition

and measure.

When preparing this report, NACIE examined dozens of existing innovation measurement tools
ranging from international measures such as the Global Innovation Index, to national measures such
as StatsAmerica, and to local measures such as the North Carolina Innovation Index. We studied those
produced by governmental agencies such as the NSI’s Business R&D Innovation Sutvey, by non-
profits such as the State New Economy Index, and by for-profit organizations such as The Money

Tree Report produced by PWC in association with the National Venture Capital Association.

By looking across these multiple measures we observed several trends for measuring innovation that

roughly collocate into the following categories:






The Encyclopedia of Innovation Measurement Tools will present information that is both pertinent
and useful to users that seek to understand how innovation is measured and reported across the global
innovation community. The first version of the Encyclopedia will profile entries in two categories: (1)
innovation measurement tools (e.g., indices, sets of metrics) and (2) sources for innovation data. The
next two sections provide encyclopedia snapshots for innovation indices and sources for innovation

data, respectively.

A primary category of innovation measurement tool is the innovation index. Innovation indices are
typically used as a benchmarking tool or a reporting mechanism on innovation. Innovation indices are
created in order to measure innovation in a more comprehensive way than a single metric and to
address specific elements of innovation. As shown below, fields to be displayed in the Encyclopedia
might include: author(s), funding source(s), first known use of index, level of analysis, focus
(geography), comparative focus (geography), previous index releases, measures and sources,

description, purpose, methodology, and citation.


















There exists an abundance of sources used for collecting information on innovation. Collecting and
collating these data sources is a critical component of a creating a comprehensive encyclopedia, and
aggregating and linking them together with measures and indices provides a valuable contribution to
the innovation measurement community. Source fields to be displayed might include: name of
database, authoz(s), funding source(s), first date of release, level of analysis, focus (geography), data
time span, date of last update, frequency of update, measures and soutrces, description, purpose, and

cltation.
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