Hawai‘i Innovation Ecosystem Initiative

Innovation Ecosystem
Terminology

A Shared Vocabulary for Hawai‘i and the US Pacific Islands

Compiled from definitions used by the National Science Foundation (NSF),
Small Business Administration (SBA), Ewing Marion Kauffman Foundation,
MIT Regional Entrepreneurship Acceleration Program (REAP),
and Brad Feld's “Boulder Thesis” framework.
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. WHY A SHARED VOCABULARY MATTERS

Innovation Ecosystem Terminology Hawai'i & US Pacific Islands

The word ecosystem is used everywhere in economic development today, often by people who
mean very different things. The same is true for startup, innovation, accelerator, and especially
customer discovery. When we use the same words to describe different concepts, four things
happen:

= Strategy fragments. Funders, founders, government agencies, and universities pursue
parallel paths that look aligned on paper but produce no compounding effect.

= Capital gets misallocated. Programs labeled “accelerators” are actually grant pools;
programs labeled “customer discovery” are actually sales pipelines. Money flows to the label,
not the function.

= Founders get bad guidance. A founder told to “do customer discovery” who interprets it as
“build a customer list” wastes 6—18 months building things no one wants.

= Ecosystems plateau. Ecosystem health depends on density, connectivity, and reciprocity. All
three require shared mental models. Without them, networks form but do not connect.

“A shared vocabulary is infrastructure. It is as foundational as roads, broadband, or a port. It
is also one of the cheapest forms of infrastructure to build, which is why the cost of not
building it is so high.”

1. FOUNDATIONAL CONCEPTS

Innovation Ecosystem

A network of interdependent actors, founders, investors, universities, corporates, government,
support organizations, and customers, whose interactions produce, finance, and scale new value.
The term emphasizes interdependence: no single actor can produce ecosystem outcomes alone.

Source: NSF, MIT REAP

Entrepreneurial Ecosystem

Often used interchangeably with “innovation ecosystem,” but with a sharper focus on the people and
firms engaged in starting and scaling new ventures, and the conditions that support them. Brad
Feld’s framing centers entrepreneurs as the leaders of the ecosystem, with everyone else as
supporting actors.

Source: Feld, Kauffman
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Innovation

The successful introduction of something new that creates value, a product, process, business
model, or service. Distinct from invention, which is the creation of something novel without a
requirement that it reach a market or user.

Invention

The creation of a novel idea, technology, or method. An invention becomes an innovation only when
it is adopted and creates value. Many ecosystems over-invest in invention and under-invest in the
adoption mechanisms that turn invention into innovation.

Cluster

A geographic concentration of interconnected companies, suppliers, service providers, and
associated institutions in a particular field. Clusters are a precondition for ecosystems but are not
themselves ecosystems, clusters describe what is co-located; ecosystems describe how those things
interact.

Source: Porter; widely adopted by SBA and EDA

The Four Ecosystem Characteristics

Density The number of relevant actors per unit of geography or per capita.
High-density ecosystems produce more chance encounters, more
recombination, and more deal flow. (Kauffman)

Connectivity The quality and frequency of interactions between actors in an
ecosystem. Density without connectivity produces co-location
without compounding. (Kauffman)

Fluidity The ease with which people, ideas, and capital move across firms,
sectors, and roles within an ecosystem. High-fluidity ecosystems
show rapid recycling of talent and capital. (Kauffman)

Diversity Variety across firm types, sectors, demographics, capital sources,
and mental models. Diversity is treated as structural infrastructure,
not a social add-on, homogeneous ecosystems are fragile because
they cannot absorb shocks or generate novel recombinations.

2. THE BOULDER THESIS

Brad Feld’s framework for what makes a long-term entrepreneurial ecosystem succeed.
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Entrepreneurs Must Ecosystems led by government, universities, or corporates may

Lead produce activity, but they do not produce durable founder
communities. Founders themselves must occupy the leadership role;
everyone else is a feeder.

Long-Term Ecosystem-building is generational work. Three- and five-year
Commitment (20+ initiatives are tactical, not ecosystem-level. Leaders must commit for
Years) at least two decades on a rolling basis.

Inclusive Anyone who wants to engage with the ecosystem should be able to.
Philosophy Gatekeeping by sector, pedigree, or stage shrinks the network and

slows compounding.

Continual Activities  Recurring, founder-relevant events and activities, not one-off
conferences. These create the repeated weak-tie interactions that
build trust and deal flow over time.

Leaders vs. Feeders Leaders are entrepreneurs with long-term commitment to the place.
Feeders are everyone else who supports the ecosystem
(government, universities, service providers, investors, corporates,
mentors). Both are essential, but the roles must not be confused.

3. ECOSYSTEM BUILDING AS A DISTINCT FUNCTION

Key Distinction

The single most consequential distinction in this glossary may be the difference between
participating in an ecosystem and building one. Most actors in a healthy ecosystem are
participants. A much smaller number are builders. When everyone claims the builder label,
the actual function disappears.

Ecosystem-Building Organization (EBO)

An organization whose primary mission is the health, density, and connectivity of the ecosystem
itself, not the success of any individual company or institution within it. EBOs are characterized by:

— System-level mandate. Success is measured in ecosystem outcomes (density of high-growth
firms, connecitivity, recycled capital, fluidity, diversity), not in the performance of any one client,
member, or portfolio.

— Long time horizon. Commitments measured in decades, not grant cycles.

— Convening authority through trust, not control. EBOs cannot mandate cooperation; they
earn it through neutrality, consistency, and follow-through.

— Catalytic, often behind-the-scenes work. Connecting actors who should know each other,
surfacing patterns no individual actor can see, holding shared infrastructure that no single firm
would underwrite alone.
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— Independence from any single stakeholder. EBOs captured by one funder, one sector, or
one political interest lose their convening capacity and stop functioning as EBOs.

Typical EBO functions include ecosystem mapping, founder-network development, capital-network
development, mentor curation, narrative and storytelling, policy translation, shared data and
measurement, and cross-sector convening.

Ecosystem Builder

An individual whose primary professional contribution is to the health of the ecosystem rather than to
a single company or institution. Distinct from founders (whose primary obligation is to their company),
service providers (whose primary obligation is to their clients), investors (whose primary obligation is
to their LPs and portfolio), and anchor institution staff (whose primary obligation is to their institutional
mission).

The Kauffman Foundation has been explicit through its ESHIP work that ecosystem building is a distinct
profession with its own training, methods, and accountability.

Why the Distinction Matters

When “ecosystem builder” is used loosely, four things go wrong:
= Resources misallocate. Funding intended for ecosystem-level work flows to actors whose
incentives are individual or institutional.

= Accountability disappears. If everyone is a builder, no one is responsible for system-level
outcomes.

= True builder capacity stays under-invested. Genuine EBOs are chronically underfunded
because their work is diffuse, slow to show measurable results.

= Conflicts of interest become invisible. A service provider acting as a “builder” while also
selling to founders creates a structural conflict that good ecosystems make explicit rather than
hide.

Ecosystem Citizens vs. Ecosystem Builders

Healthy ecosystems require the majority of members to contribute to ecosystem health even though
only a small minority are builders by role. Contribution looks like:

— Giving back. Mentoring, advising, hosting, opening doors, proportionate to where each actor is
in their own journey.

— Referring. Sending founders, investors, and talent to the right next conversation, even when
there is no direct benefit.

— Sharing information. Reporting deal flow, market signal, talent movement, and lessons
learned into shared channels rather than hoarding them.
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— Showing up. Attending the recurring activities that build weak-tie networks (per Feld’s fourth
principle).
— Protecting the commons. Not extracting from the ecosystem more than one contributes back.

Who Is Generally Not an Ecosystem Builder

— An accelerator running cohort programs is supporting the ecosystem but is primarily building
its own portfolio.

— A university running a tech-transfer office is contributing to the ecosystem but is primarily
executing its institutional mission.

— An investor making local bets is participating in the ecosystem but is primarily managing a
fund.

— A founder mentoring other founders is giving back but is primarily building their own
company.

— A government agency administering programs is enabling the ecosystem but is primarily
executing policy.

These contributions do not make someone an ecosystem builder. They make someone a
good ecosystem citizen. The distinction is not a hierarchy, it is a division of labor. Citizens
are essential; an ecosystem with builders but no citizens is hollow.

Source: Kauffman, SBA and EDA

4. THE MIT REAP FRAMEWORK

MIT’s Regional Entrepreneurship Acceleration Program identifies five stakeholder groups whose alignment
determines ecosystem performance.

Five Stakeholder Groups

Entrepreneurs Founders building new ventures.

Risk Capital Angel, v_enture, and other private capital willing to fund unproven
companies.

University Research, talent pipeline, and technology transfer.

Corporate Established firms as customers, partners, and acquirers.
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Government Policy, public investment, and regulatory environment.

I-Cap and E-Cap

Innovation Capacity The region’s ability to generate novel ideas, technologies, and
(I-Cap) discoveries. Often resides in universities and R&D labs.

Entrepreneurial The region’s ability to commercialize ideas into scalable enterprises.
Capacity (E-Cap)

A region with high [-Cap but low E-Cap produces patents that go unused. A region with high E-Cap
but low I-Cap produces companies that lack defensible novelty. Healthy ecosystems develop both.

IDEs vs. SMEs
Innovation-Driven A firm built on a defensible competitive advantage (technology,
Enterprise (IDE) business model, or network) and designed to grow beyond its local

market.

Small and Medium A firm primarily serving a local or regional market, typically not built
Enterprise (SME) around a scalable advantage.

Both are essential to a healthy economy. They require different support systems, capital, and
metrics. Conflating them is one of the most common ecosystem-design errors.

5. CUSTOMER DISCOVERY AND LEAN METHODOLOGY

This section deserves expanded treatment because customer discovery is the term most commonly misused in
the ecosystem.

Customer Discovery
Source: NSF [-Corps; Steve Blank
The disciplined process of leaving the building to talk to potential users with the goal of discovering

what problems they actually have, how they currently solve those problems, and whether the
founder’s hypothesized solution is worth pursuing. It is a learning activity, not a selling activity.
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Customer Discovery IS NOT: Customer Discovery IS:
— A list of customers a founder hopes to — 50-100+ structured conversations
sell to focused on the customer’s problem
— A pitch session where founders — Hypothesis-driven, with explicit
describe their solution assumptions written down before each
— A market research survey conversation
— Asales call — Designed to invalidate assumptions

efficiently, a “no” learned cheaply is
more valuable than a “yes” learned
expensively

— The single most underused tool in early-
stage venture development

This is the NSF |-Corps standard, derived from Steve Blank’s work and used by every federal agency that has
adopted I-Corps (NSF, NIH, DoD, DOE, USDA).

Related Terms

Customer Validation The next stage after discovery: testing whether customers will
actually pay (or commit) for the proposed solution. Validation is
about willingness to transact, not just expressed interest.

Problem-Solution A condition where a clearly identified customer problem is matched

Fit with a credible solution that customers acknowledge is better than
their current alternative. Reached at the end of customer discovery
and validation.

Product-Market Fit A condition where the product satisfies a strong market demand
such that demand pulls the product forward rather than the founder
pushing it. Customers are buying as fast as you can make it; the
business is “working.”

Minimum Viable The smallest version of a product capable of testing a specific
Product (MVP) hypothesis with real users. An MVP is not a low-quality product, it is
a learning instrument.

Pivot A structured course correction based on validated learning. A pivot
changes one element of the business model while preserving what
has been validated. Pivoting is not failure; it is the expected output of
disciplined discovery.

Value Proposition A clear statement of which customer, with which problem, gains
which benefit, by which means. Value propositions are tested, not
asserted.

Jobs to be Done A framework that defines the customer not by demographics but by

(JTBD) the job they are trying to accomplish. Useful for surfacing non-

obvious competitors and substitution dynamics.
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Beachhead Market

TAM / SAM / SOM

The first, narrowly defined market segment a venture targets,
chosen because it is reachable, has urgent need, and provides a
credible path into adjacent markets. (MIT, Bill Aulet)

Total Addressable Market (TAM): total demand if every potential
customer bought. Serviceable Addressable Market (SAM): the
portion of TAM the venture can realistically reach. Serviceable
Obtainable Market (SOM): the portion of SAM the venture can
realistically capture near-term. These figures are estimates used to
test reasoning, not numbers to optimize for a pitch deck.

6. CAPITAL AND FUNDING

Bootstrapping
Friends, Family &
Founders (FFF)
Angel Investor

Venture Capital (VC)

Pre-Seed / Seed /
SeriesA/B/C

Non-Dilutive
Funding

SBIR/STTR

Convertible Note

SAFE

Term Sheet

Funding a venture from revenue and personal resources rather than
outside capital.

The earliest informal capital, typically pre-seed.

An accredited individual investing personal capital into early-stage
ventures, often providing mentorship alongside capital.

Institutional capital from professionally managed funds, deployed
into high-growth ventures in exchange for equity.

Funding stages that correspond to specific milestones, not specific
dollar amounts. Stage labels describe what has been validated, not
how much money was raised.

Capital that does not require giving up equity. Examples: grants
(SBIR/STTR, foundation grants), revenue-based financing, certain
federal programs. Especially important for deep-tech and place-
based ventures where equity capital is thin.

Federal Small Business Innovation Research and Small Business
Technology Transfer programs, the largest source of non-dilutive
R&D funding for US startups, run across 11 federal agencies.

Debt that converts to equity at a future financing event, used to defer
valuation to a later round.

Simple Agreement for Future Equity. A standardized instrument
similar to a convertible note but without debt mechanics. Created by
Y Combinator, now widely used.

A non-binding document outlining the proposed terms of an
investment.
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Due Diligence The investor’s process of verifying claims and assessing risk before
investing.

Valuation (Pre/Post- Pre-money valuation: the value of the company before new

Money) investment. Post-money valuation: pre-money plus the new
investment.

Cap Table A record of who owns what equity in a company, including all share
classes, options, and convertible instruments.

Runway The number of months a company can operate before running out of
cash at the current burn rate.

Burn Rate Net cash consumed per month.

Recycled Capital Capital returned to an ecosystem when founders and early

employees experience exits and reinvest as angels, fund LPs, or
new founders. Recycled capital is the single most important indicator
of a maturing ecosystem.

7. SUPPORT INFRASTRUCTURE

Incubator A program providing space, basic services, and light-touch support
over a long horizon (often 1-3 years). Typically, does not take
equity. Often run by universities or government.

Accelerator A time-bounded (typically 3—6 month) cohort program that provides
mentorship, curriculum, a small investment, and culminates in a
demo day. Usually takes equity. The defining features are cohort,
time-bound, equity, and demo day. Programs missing these are not
accelerators in the technical sense.

Venture Studio An organization that builds companies in-house, often supplying
initial team, capital, and operational support, and taking significant
equity.

Coworking Space Shared physical workspace. Important infrastructure but not by itself

an accelerator, incubator, or ecosystem-building program.

Pitch Competition A structured event where founders present their ventures for prizes,
recognition, or investor exposure. Useful for visibility; rarely a
primary path to capital.

Demo Day The capstone event of an accelerator at which cohort companies
present to investors.

Hackathon A short, intensive event (typically 24—72 hours) where teams build
prototypes around a theme or challenge.
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Anchor Institution A large, place-rooted entity (university, hospital system, military
base, major employer) whose long-term presence shapes the local
ecosystem.

Technology The university unit responsible for protecting and licensing

Transfer Office intellectual property generated by faculty research.

(TTO)

8. STAGES OF COMPANY DEVELOPMENT

Ideation The phase of identifying problems and exploring possible solutions.
Pre-customer-discovery.

Validation Customer discovery and customer validation phase, confirming that
a real problem exists and that a credible solution can be built and
sold.

Early Stage Building the product, acquiring first paying customers, and

demonstrating repeatable acquisition.

Growth Stage Scaling acquisition, operations, and team. Capital efficiency and unit
economics become central.

Scale-Up Expansion into new markets, segments, or geographies, typically
requiring substantial Series B+ capital.

Exit
A liquidity event, typically acquisition, IPO, or secondary
sale, that returns capital to investors and founders.

9. PERFORMANCE INDICATORS

The Kauffman Foundation’s research identifies four characteristics of high-performing entrepreneurial
ecosystems. These four are diagnostic. An ecosystem strong in only one or two will plateau.

Density High-growth firms per capita; share of employment in young firms.

Fluidity Labor market mobility; rate of business formation and dissolution;
movement of talent across firms.

Connectivity Dealmaker networks; mentor/founder ratios; cross-institutional ties.
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Diversity Variety across sectors, demographics, capital sources, and firm
types.

10. COMMONLY CONFUSED TERMS

Startup vs. Small A startup is a temporary organization searching for a repeatable,

Business scalable business model. A small business operates a known
business model in a defined market. The two require different
capital, support, and metrics. Conflating them produces programs
that fail both.

Scalable vs. Scalable: revenue can grow much faster than costs as the business

Sustainable expands. Sustainable: the business can continue operating
indefinitely at its current scale. A business can be sustainable
without being scalable, and vice versa.

Lifestyle vs. Growth Lifestyle business: designed to support the founder’s chosen way of

Business life; growth is not the primary objective. Growth business: designed
to grow significantly beyond the founder’s personal capacity. Both
are legitimate; ecosystems get into trouble when they apply growth-
business metrics to lifestyle businesses or vice versa.

Innovation vs. Inventions become innovations only when adopted and creating
Invention value. See Section 1.

Mentorship vs. Mentorship is typically uncompensated, long-term, founder-driven,
Advisorship vs. and focused on judgment development. Advisorship is often
Consulting compensated with equity and tied to specific expertise. Consulting is

paid project work. All three are valuable; they are not
interchangeable.

Network vs. A network is a structure of connections. A community is a network

Community with shared identity, norms, and reciprocity. Ecosystems require
both, and most early-stage ecosystems have networks long before
they have communities.

Trust vs. Loyalty Trust is the expectation that another actor will behave reliably under
stress. Loyalty is allegiance regardless of behavior. Healthy
ecosystems run on trust; unhealthy ones substitute loyalty for it.

Public-Sector-First A public-sector-first posture treats government as the primary

vs. Market-Enabling funder, customer, and arbiter of legitimacy. A market-enabling
posture treats government as one of several actors whose primary
role is to remove barriers and catalyze private activity. Most thriving
ecosystems lean market-enabling; most struggling ecosystems lean
public-sector-first.
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11. PLACE-BASED AND PACIFIC CONSIDERATIONS

These terms are not always in the canonical literature but are essential for Hawai'i and the US Pacific Islands.

Place-Based
Innovation

Indigenous
Innovation

Value Chain
Architecture

Value Chain
Compression

Price Elasticity

Distributed vs.
Consolidated
Governance

Technically Feasible
vs. Economically
Viable

Ecosystem Maturity
Stages

12. SOURCES AND FURTHER READING

Innovation that draws on, is accountable to, and creates value within
a specific geography, culture, and community. Distinct from generic
“tech hub” models that treat geography as interchangeable.

Innovation that originates from, is led by, or is grounded in
indigenous knowledge systems and methodologies. The relevant
unit is often methodology (e.g., adaptive observation) rather than
preserved historical practice.

The end-to-end structure of how value is produced, captured, and
distributed across actors in a sector. In food systems, unprofitable
production typically signals a structural failure in value chain
architecture, not an absence of supply.

A condition in which producers capture a shrinking share of end
value while intermediaries and aggregators capture more. A
diagnostic indicator of structural distress.

The responsiveness of demand to price changes. In commodity
markets with low elasticity, producers cannot pass costs through and
absorb structural failure as personal loss. (Agri-food context.)

Distributed (centripetal) governance spreads decision-making across
multiple legitimate centers connected by shared norms.
Consolidated governance concentrates decision-making in a single
authority. Distributed governance is generally more durable for
ecosystem outcomes; consolidated governance is generally faster
for short-term execution.

A solution may be technically possible to build but lack a viable path
to revenue and scale. Ecosystems frequently over-invest in technical
feasibility and under-invest in economic viability, particularly in deep-
tech and agri-food.

Nascent (few actors, weak ties) — Developing (growing actors,
inconsistent connectivity) — Maturing (strong density and
connectivity, recycled capital appearing) — Self-Sustaining (durable
institutions, multi-generational founder cohorts, exporting talent and
capital).

Germinate * germinatehawaii.com -

Compiled for the Hawai‘i innovation ecosystem community < Page 13



Innovation Ecosystem Terminology Hawai'i & US Pacific Islands

1. Brad Feld, Startup Communities and The Startup Community Way — Boulder Thesis,
leaders/feeders.

2. Bill Aulet (MIT), Disciplined Entrepreneurship — beachhead market, 24 steps.

3. Steve Blank, The Four Steps to the Epiphany and The Startup Owner’s Manual — customer
discovery, customer development, foundation of NSF I-Corps.

4. Eric Ries, The Lean Startup — MVP, validated learning, pivot.

NSF I-Corps program materials — operational standard for customer discovery in US public

funding.

6. MIT REAP — five-stakeholder framework, I-Cap/E-Cap, IDE/SME distinction.

7. Kauffman Foundation research — density, fluidity, connectivity, diversity as ecosystem
indicators.

8. Kauffman ESHIP (Entrepreneurship Support and Help Initiative) — ecosystem builder as a
distinct profession; principles for builder practice.

9. SBA Office of Entrepreneurial Development — SME/IDE distinctions, federal program
standards.

10. Small Business Innovation Research (SBIR) program documentation — non-dilutive funding
standards.

@

A Note on Adoption

A glossary on a website does not change behavior. What changes behavior is using the
same words in the same way in the same rooms, pitch reviews, board meetings, grant
decisions, mentor sessions, RFP language. The ecosystems that succeed at vocabulary
alignment do so because their leaders model it consistently, correct misuse gently, and
keep at it for years.

Compiled for the Hawai‘i and US Pacific Islands innovation ecosystem community.
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