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Innovation Partnerships

At a Policy Level for Restructuring an Industry
or Region

Based on research across Latin America
Linking the formal and informal

Constructing new Institutional Knowledge
Resources (training, extension, simple R&D,
testing labs, export promotion) by building
new networks across disciplines, functions,
producer communities



The General Problem

What kind of knowledge do emerging market
firms need? Where can they get it?

Upgrading is about applied or experiential
knowledge. It is about adaptation and constant
Improvement.

This demands coordination and recombination.
And they lack resources.

Must look at inter-organizational networks and
institutions. Build Knowledge & Social Bridges.

— Ones that connect different types of applied
knowledge.




Two Sources of Knowledge & Innovation

* MNCs - global buyers or FDI — transmit int’l
standards and technology, strong incentives.

— BUT competitive advantage of MNC is against adaptation
and close mentoring relationships with backward suppliers.
And they not know how.

— Show “what to do”, not how or why

* Local firms and organizations — they know local
contexts; and trusting relationships.

— BUT firms stuck in isolated local networks or industrial
districts. Different disciplines.

— Old relationships impede access to new knowledge.



Potential Solutions

e Non-market institutions that:

— Act as social and knowledge bridges b/n
previously isolated producer communities.

* Work with firms from a variety of communities
* Anchor multiplex networks

— Provide basic services for applied experiments
— Create forums for sharing tacit knowledge and
building common strategies

* Needs participatory governance structure to
be sustained.

e Then firms can learn faster from the MNCs or
Pioneers.



The transformation of Argentine Wine

in Mendoza

* Over 100 years of bad wine making, large

volumes, 6" largest in world.

— No exports before the 1990s.

— Bad institutions, history of balkanized, conflictive producer zones.
Thousands of winemakers and grape producers

* By late 1990s:

— Massive restructuring of vineyards, even in poor
zones

— Compete on Product Innovation and Process
Improvements

— By 2010, # 4 exporter into USA in SS terms
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Mendoza 1993 — Some new Public-Private Support Institutions are created
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Mendoza 2002 - Board Membership
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Bridging Institutions

Recombination is the key to Innovation (with experiential
knowledge!). BUT this is fragmented.

Public policy can reinforce or reshape the social landscape,
and thus change economic performance.

Non-market institutions are critical sources of industry support.

And can be constructed as Social and Knowledge Bridges
to facilitate recombination across communities and disciplines.

Firms then access DIVERSITY of applied and experiential
knowledge. Can apply this to pioneering knowledge too.

This means politics and policy can shape networks and
knowledge diffusion.



