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Abstract

Purpose – This paper reviews the development of knowledge creation theory in the last quarter-century and
how it has contributed to innovationmanagement and looks into social and human aspects of innovation in the
era of “Society 5.0”.
Design/methodology/approach – This research aims to relate basic theoretical concepts: knowledge
creation and knowledge assets, purpose, leadership, and place (Ba) for innovation to drive innovation and its
management as a whole ecosystem. It also discusses the application to innovation management systems open
innovation, and social innovation.
Findings – Today’s innovation demands socio-economic fusion that goes beyond current corporate
boundaries. By preparing the system (knowledge ecosystem) as the basis, we could build the bridge, and such
fusion would be possible.
Research limitations/implications – This paper shows the framework of the idea. Evidence-based
research based on “knowledge assessment” will be discussed on another occasion.
Originality/value – This research is to explain knowledge management, innovation, and social innovation
beyond the corporate framework.
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1. Introduction
By using the lenses of the knowledge creation (KC) theory, the present conceptual article
discusses the application and practice of intellectual capital (IC) to social capital and societal
innovation, as factors that transcend the boundaries of firms. The theory of KC was initially
presented in the early 1990s. Precisely, it emerged from the observation of new products
development of Japanese companies occurred during the ’80s. Since then, numerous studies in
the research have been focused on knowledge management (KM) and knowledge-based
management (Bushra et al., 2017; Andreeva and Kianto, 2011; Curado, 2008), albeit they were
mostly centered on the accounting approach to IC (Brennan and Connell, 2000; Petty and
Guthrie, 2000; Wu, 2002). Nevertheless, since 1994 the term IC started to be widely used as a
means to indicating those intangible assets (Edvinsson, 2000) that generate value for
companies (Petty and Guthrie, 2000). For instance, Wiig (1997) retained the IC optimizes and
enhances the value of intangible assets of a company, whereas KM is a process which allows
such optimization. He also explicated that knowledge creation is at the basis of organizational
learning, the mechanism for which employees acquire knowledge and are motivated to
generate new knowledge as the end of improving companies’ competitiveness. So, IC is
originated thanks to organizational learning (Huss, 2004). In fact, IC stems from the KC
process and from the development of new relationships. A company, thus, develops a
collective ability which supports a KC process (McElroy, 2002; Scuotto et al., 2017b).
Consistently, IC can be deemed as the key driver of innovation (Cuganesan, 2005; Bontis and
Bart, 2009; Inkinen, 2016; Duodu and Rowlinson, 2019), thus rooting its origin in society.
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Following this approach, Bueno et al. (2004) investigated the concept of social innovation
capital in light of the shift from an industrial environment to a knowledge society (or
economy), by enforcing the relevance of IC in the KC process. However, the IC underpinnings
of social innovation capital were scarcely investigated so far (Shih et al., 2010).

As a matter of fact, the general contribution of IC as a resource for creating value
(Galbraith, 1969; Cuganesan, 2005), for companies’ profitability (Grant, 1991; Marr et al., 2003;
Petergraf, 1993; Prahalad and Hamel, 1990; Teece et al., 1997), and for execution strategies
(Edvinsoon and Malone, 1997) is rather an accustomed evidence, whilst its connection with
social capital and social innovation is not quite clear and it is needed to be put in a broader
context.

At a level of critical thinking, it has been observed somewhat a convergence, over time,
between the two domains IC and KM. This convergence endured for over twenty years so far
and it was fostered by the role they both play in innovation.

There are two views of knowledge management (KM): broadly defined and narrowly
defined. KM, in a narrow sense, was more inclined to the management of data and explicit
knowledge. But it only forms part of organizations’ knowledge creation (KC), i.e. the process
of knowledge creation and the management of knowledge assets that are created and utilized
in the process of transformation of tacit and explicit knowledge. Management based on
knowledge that encompasses these can be called KM in the broadest sense. This knowledge
asset can be converted or interpreted as intellectual capital (IC) to express and manage
corporate values.

Indeed, IC is within the scope of KM, which induces both the KC process (Wu, 2002) and an
improved decision-making process (Petty et al., 2008). Accordingly, these concepts leverage
the capacity to respond market challenges in a creative way (Rastogi, 2000). Henceforth, IC
forges those organizational capabilities that can be used to convert tacit to explicit knowledge
with the intent to generate innovations (Shaikh, 2004; Phusavat and Kanchana, 2007). In light
of the KM theory, then, the IC can be interpreted as the set of “knowledge-based resources”
(Dzinkowski, 2000), which includes human, structural, and relational capital (Al-Ali, 2003;
Mayo, 2001; Joia, 2000), and as a combination of internal and external intangible assets. In
other words, the IC is an aggregation of employees’ knowledge (or human capital),
organizational environment (or structural capital), and external relationships (or relational
capital) (Shih et al., 2010).

McElroy (2002), adding focus to these “tri-dimensional” view of IC, considered the concept
of social innovation capital, as the result of the intersection among the three aforementioned
dimensions.

As a matter of fact, McElroy (2002) described the social capital as “the collective capacity
of a firm to innovate” (McElroy, 2002, p. 30). Hence, this concept emerged as a sort of union
between two further constructs, which are the construct of social innovation and that of
innovation capital. At a theoretical level, this model merges the three components of
intellectual capital, the structural component, represented by innovation capital, the human
component, and the relational component. However, there are some misconceptions at the
basis of this idea. First, this vision considered the structural component in relationship to the
“embodiment” of those tools that support human resources in accomplishing their tasks.
Thus, by definition, it entails a misconception in relationship to the organization, which is a
sum of incorporated tools, where the embodiment more precisely refers to tacitness of certain
kinds of human-based knowledge.

Second, it only considered external relationships of the firm, in the form of customer
relationships, as if all the other formal and informal relationships with a plethora of
institutions and third parties were not a paramount driver of value. On this second point,
McElroy (2002) himself noted this resounding gap. In fact, he argued that social capital is
exactly the results of the various relationships a firm can have. Yet, the social innovation
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capital model as proposed by McElroy (2002) failed to consider the construct of social
innovation, thus generating a sort of confusion or overlapping between themes – e.g. social
capital, social innovation, and innovation capital.

So, proceeding by order, social capital was conceptualized as a means to incorporating the
social structure within the intellectual capital approach and to explain the drivers of social
actions (Coleman, 1988). Interestingly, the concepts of social capital untie onto three critical
dimensions: obligations and expectations, information channels, social norms. Notably, the
concept was introduced as a critique to utilitarianism of certain economic models, where the
agent only account for and act in reason of the self-interest, as there were no social
implications of choices and behaviors. As a matter of fact, brilliantly, in 1985, Granovetter
(1985) proposed the argument of embeddedness, for what social relations are inherent to
institutional behaviors and cannot be analyzed separately.

Nonetheless, traditional economists mostly seen innovation (and, lately, innovation
capital) in a path dependent manner, by arguing that innovation is prevalently linked to the
resources/knowledge accumulation over time (Fei and Ranis, 1963).

Interestingly, however, a more entrepreneurial oriented view of innovation capital
emerged lately. According to this view, innovation capital more generally refers to a firm’s
ability to create and commercialize innovations (Kijek, 2012).

Following this approach, this papers proposed a human-centered view of organizations,
based on the intersection between the theories of IC, KC and in light of the predominant social
dimension, as the beacon of human actions, as well as of creativity of innovation, which
springs from the deliberate intention to create something new and the willingness to carry on
and execute a plan.

At both a semiological and etimological levels, the noun creativity directly descends from
the verb “to create”. Hence, according to an entrepreneurial orientation view, this ability
exclusively resides in the individual who bestow his/her intuitu personae to the firm.

More or less implicitly, the entrepreneurial view of innovation capital entails the existence
both of the social structure – including derived normative belief and mediately processed
informations – and of a critical mass of social relationships.

This led us to consider the two further constructs of social innovation and social
innovation capital.

Social innovation is a multi-dimensional construct that was rather misunderstood over
time (Pol and Ville, 2009). Per se, it refers to those innovations whose impact is largely
beneficial for society as a whole (Pol and Ville, 2009). However, this view of social innovation
is quite tautological and it do not properly identify what a social innovation is, in comparison
to other forms of innovation, because every innovation should advance society well-being, at
least, in theory.

To understand social innovation, then, we need to focus on some further clues: social
innovation, to be such and to invest all society, must be radical or groundbreaking. Yet, to be
so far-reaching, the over-time process should untie along a networked diffusion of actors who
actively participate in the various stages of the process, as individuals or/and as a collectivity
(Mulgan, 2006). Hence, social innovation does not only benefit a society, but it is built from
society and it starts as the incorporation of social structures within social capital of firms and
other collaborating institutions.

Which bring us to social innovation capital and knowledge creation. In light of above
premises, the concept of social innovation capital is far more complex than it was previously
sketched, in the sense that social innovation capital 5.0 is the result of far-reaching radical
innovations, built from and for society, in a diffused manner, by leveraging on tacit and
explicit dimensions of innovation capital.

Hence, based on our clarifications, this study explored the application of knowledge
creation theory in the economy, society, and city. It can be it developed to social innovation
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management such as innovation and social and economic development. This calls for the
current new societal evolution known as Society 5.0 which is the vision of human – centered
society (Fukuda, 2020; Nonaka and Konno, 2012). Showing the historical evolution of IC and
KC, the present article highlights the position of IC and KC in an organizational and societal
environmentwith an additional discussion on social innovation capital in society 5.0. Hence, it
also implies innovation management process is an exploratory trial-and-error or non-linear
process that differs from an ordinary (business) linear mode (Nonaka and Konno, 2012).
However, managers need to consider (1) vulnerable processes into ongoing management, (2)
leadership based on purpose, direction according to the company’s environment and
situation, and (3) the systems that support the process as essential elements for the generation
of societal innovation capital.

The main assumption underlying the work is related to the existence of a strong,
unavoidable relationship between a social structure and its context. In other words, the
genius loci, interplaying with the hic et nunc – or the contingent culture expressed by the
social structure – determine potential technological avenues, and, hence, potential
innovations. The two dimensions, the locus and the sociality, give the origin to a
contingent collective thinking.

2. Literature review
Since 1994, IC was categorized as a set of intangible assets, which have a crucial value to
achieve a competitive advantage (Edvinsson, 2000; Petty andGuthrie, 2000;Wiig, 1997). In this
perspective, IC is tied to the ability to transform a tacit knowledge into an explicit one, which
can be further converted into future innovations (McElroy, 2002; Rastogi, 2000; Cuganesan,
2005; Bontis and Bart, 2009; Inkinen, 2016). Duodu and Rowlinson (2019) emphasized the role
of IC to develop capabilities through exploitative and explotative strategies which make a
companymore ambidextrous and agile (Scuotto et al., 2017a; Romano et al., 2014). The “engine”
of innovation is the knowledge creation process alongwith IC. Knowledge asset can be created,
re-utilized, and anytime converted into IC which drives economic value.

Accordingly, the knowledge economy is that economy where non-physical assets are the
paramount drivers of economic value, at a cross-sectoral level.

In this approach, the knowledge management, at a socio-economic level, creates
sustainable differences based on symbiosis, ecosystems, discovery, and creation in
relationship with society. Yet, throughout the 2 decades of the 1990s to the 2000s, scholars
have proposed a management model based on four elements: (1) the knowledge creation
process based on the SECI model, (2) Intellectual assets (or knowledge assets) (cf. Intellectual
Capital, Edvinsson and Malone, 1997), (3) “Ba” or a place as a dynamic context in which
knowledge creation occurred, and (4) practical wisdom that drives them. The latter lights up
Aristotle’s concept of “phronesis,” which translates as “prudence” or “practical wisdom.”
Historically renowned politicians and entrepreneurs can make the right judgment in the
context of each timing and place, with the common good. It is a practical wisdom with
physicality or attention to the details of practice and to IC that generate new knowledge. In
fact, the 2010s, there was an attempt to integrate these concepts into innovation management
(Nonaka and Konno, 2012). Although usually the term “innovation management”might have
a narrow meaning, such as that of an innovation project management, in this work it is used
to indicate a “management with innovation at its core.” In this overview, the knowledge
creation theory finds its space (Nonaka, 1990; Nonaka and Konno, 1995; Nonaka and
Takeuchi, 1995) aimed at understanding and practicing the management in the knowledge
economy and society. It took a quarter of a century to reach the present thought. In this
process, it has adopted interdisciplinary knowledge such as cognitive science and philosophy
and it is still evolving. Consistently, it is useful to overview the evolutions from the 1990s to
the present.
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2.1 The evolution of knowledge creation theory
The sprout of the theory of organizational knowledge creation lies in the research on the
vigorous products development of Japanese companies during the late 1970s and the 1980s.

In the late 1980s, Nonaka and his team conducted researches based on the concept of
information processing in organizations. Nonaka made a hypothesis that Japanese
companies are doing more than just information processing. Then, he was inspired by the
idea of “knowledge creation,” not just information processing. The knowledgewas significant
as a semantic value (Nonaka, 1990).With a focus on knowledge, research interests turned to a
philosophy at the basis of current management. This philosophy drew upon the concept of
“tacit knowledge”, inspired by Michael Polanyi’s concept of “Tacit Knowing” (Polanyi, 1966).

Tacit knowledge is a subjective knowledge that includes beliefs and thoughts: it can be
gained through individual experiences and it is difficult to verbalize. Explicit knowledge is on
the opposite axis of tacit knowledge. Explicit knowledge is an objective knowledge that can
be expressed in languages and figures and translated into a database by using ICT.

In 1990, Nonaka presented the process of creating new knowledge by systematically
converting tacit knowledge and explicit knowledge – the “SECI model.” The process was
working effectively in Japanese companies that were developing innovative products. In
1994, the four-step “SECI model” was presented: back then, this concept overlapped
coincidently with the “knowledge management” boom. It was just after that Drucker
published “The Rise of Knowledge Society” (Drucker, 1993b), when “knowledge” had begun
to gain attention as a management resource. Based on this theory, the process of knowledge
creation enables companies to create new knowledge and acquire or foster new internal
knowledge assets. The SECI process (Figure 1) at its core consists of the following phases:

(1) Socialization, in which we sympathize with customers and users through direct
experiences, and acquire and share tacit knowledge, (2) Externalization, which externalizes
the essence of tacit awareness in words and concepts using dialogue, thinking, metaphor,
(3) Combination, which makes the new explicit knowledge into a system, such as prototypes
and minimum viable products by utilizing knowledge assets, such as technologies, software,

Figure 1.
SECI model
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and services, (4) Internalization, which converts the explicit knowledge into tacit knowledge,
transmitting through the experiments and experiences.

The fundamental of the four processes is to create new knowledge, based on
intersubjectivity and relationships. It is based on the interaction between: individual to
individual (first person to second-person), team or group (third-person), organization, and
again to the individual (first person). It is a cyclical, not a one-time process. For example,
tacit knowledge shared in the “internalization” sparks a new knowledge of the organization,
market, and environment, and leads to new collaborations (“socialization”). Innovation
is brought about by a “spiral up” of the SECI process, a continuous transformation.
Such organized knowledge creation behavior is measurable by quantitative research
(Nonaka et al., 2014).

After the SECImodel was presented, the concept of “ba”was described as the place, space,
and time where tacit knowledge emerges and converted into explicit knowledge.
Observations from Japanese companies suggested that there are informal and ad-hoc
venues apart from the formal ones shown in the organizational chart and that the SECI
process is active in those “places.” “The Knowledge-Creating Company” (1995) presented a
place to interact and bring together physical and mental conditions to share experiences.
However, “Ba” is a dynamic foundation to create knowledge (Nonaka and Konno, 1997, 1998).
Behind the concept, there was the philosophy of “place (ba-sho)” presented by a Japanese
philosopher Kitaro Nishida. “Ba”was defined as a “shared dynamic context-in-motion,” and it
became the basis of the idea that knowledge emerges in the place.

“Ba” is a “predicative” relationship (sharing verbs, not nouns) that shares tacit knowledge,
and transforms it into new explicit knowledge. It does not need to stay inside the
organizational walls, but rather it opens up to create new knowledge. The model that
the management of “places” facilitates the SECI process has given rise to the point of view of
the knowledge creation process as organizational cross-boundary innovation.

In the 2000s, the corporate management experienced turbulence by such as the “dot
bubble” bursts at the beginning of 2000, fraud such asWorldCom and Enron in 2002, and the
global economic recession that began in 2008 with the Lehman Shock. They raised questions
about the significance of the US business school. A review of US-style management methods,
which have been striving to maximize shareholder value, has begun, and philosophical
questions have emerged, such as the importance of purpose and the excessive capitalism that
is still an ongoing argument.

On the other hand, social entrepreneurs who try to adopt a business approach to solve
various social issues that the government cannot handle became the new trend. In the
meantime, companies have come to see social responsibility, and the idea of creating a new
economic system through the design of social relationships has emerged.

Therefore, Nonaka and Konno (2012) proposed a leadership capability that drives the
knowledge creation process toward social realization (ultimately, the common good) and
brings knowledge and innovation together.

3. New perspective for IC in the Society 5.0
Passing from the hunting society (Society 1.0), to the agricultural society (Society 2.0), the
industrial society (Society 3.0), followed by the information society (Society 4.0), currently is
taking hold the idea of a Society 5.0. The concept of Society 5.0 (or super smart society) is
inherently based on the idea of super-innovative companies and society.

The term of society 5.0 was introduced in Japan first and it calls for a human-centered
approach aimed at improving societal life (Fukuda, 2020). It goes beyond the mere
organizational context, because it takes into consideration both the instance of economic
development and the resolution of social issues through a highly integrated system of
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cyberspace (virtual space) and physical space (real space). For instance, the Cabinet Office in
Japan has proposed “Society 5.0” (2019) as a new agenda of the 5th Science and Technology
Basic Plan, which is based on the shift of the focus from industry to society (Arai, 2016;
Yabanci, 2020; Konno, 2020; Fukuyama, 2018).

Despite the shadows casted by the fear that AI and robotics one day may entirely replace
human beings – or even worse –, the Society 5.0 is, by contrast, human-centered (Takigawa,
2017; Gratton and Scott, 2017).

For that, it is linked to the achievement of the United Nations’ Sustainable Development
Goals (SDGs). However, the European digital agenda is still behind the Japanese society,
going to shift in the industry 4.0 and calling for more innovation ventures.

In such an era, IC and KC should be at the basis of social innovation, a concept that relates
to that of the “Entrepreneurial Society”.

Drucker (1993a) argued that a time would have come when everyone will have an
entrepreneurial mind. This visionmeans that innovation is not just for companies (“economic
men”) but it also includes citizens. This has resulted in the growing interest in open science
and citizen science, because of the limited availability of talents working for companies, and
in the need of anticipating the open co-creation with society. By reflection, we see that the
bearer of the economic and production systems under the dominant political and social
institutions, will create the next era (Figure 2).

In the 16th century Netherlands, merchants and citizens (bourgeois) who had been
operating a guild-based industrial production system under a “Church or Territorial State”
flipped the churches and royal aristocracy and established “Nation- State”. The economic
menwho had been operating the industrial production system since the Industrial Revolution
under the “Nation-State” later established the “Enterprise-State” (by the way the notion of
these “states” are from Stanley Hoffman’s “forgotten” text of 1961 on international systems).
Of course, the old systems will not disappear but remain as the layers to create more complex
dynamics. In the knowledge society of the 21st century, will the knowledge workers (citizens)
who used to work for information processing under the “Enterprise State,” establish a new
urban entrepreneurial citizen-state?

Schumpeter, with his “Theory of Economic Development” (1911) highlighted the role of
entrepreneurs. We can describe today’s entrepreneurial activities as experimental processes
(Figure 3).

As shown in Figure 3, innovation is the process of creating explicit knowledge from tacit
knowledge.

(1) Socialization (acquisition of tacit knowledge): “Put yourself in the market/customer
field to understand the context and gain insight into potential needs”;

(2) Externalization (formalization of tacit knowledge): “Discover new perspectives and
concepts through dialogue using imagination”;

(3) Combination (a combination of explicit knowledge): “Combine and systematize
existing knowledge and technologies based on new viewpoints”;

(4) Internalization (from explicit knowledge to tacit knowledge): “Infiltrate newly created
explicit knowledge to markets and customers’ living world through experimentation
and feedback (trial and error).”

Entrepreneurs sense the changes and needs of the times or society and ultimately take on the
function of “destruction and creation” that changes the situation through “new combination”
(innovation). Schumpeter did not describe this function as a process, but there were insight
and discovery behind it. Trial and error will inevitably take place in the acquired new
perspective. This process is based on knowledge creation which requests an embeddedness
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Figure 2.
Transition of

production systems
and Society 5.0
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of IC (Pe~na, 2002). An empirical study showed that IC reduces entrepreneurial risk and
enhance the return of investment (Hayton et al., 2005). On the basis of the human capital
element, IC is the combination of “knowledge, skill, innovativeness, and ability of the
company’s individual employees to meet the task at hand. It also includes the company’s
values, culture, and philosophy” (Edvindsson and Malon, 1997, p. 11). The basis is the inter-
conversion process between tacit and explicit knowledge, the dynamics of its spiral-up, the
knowledge assets that support it, the “place” and the practical wisdom. Recently many
organizations have been increasingly interested in design new ideas by the involvement of
not expertees which is employed by (1) observation of customers and sites, (2) observation
(ideation), (3) prototyping, (4) experimentation, and storytelling. These essences are (1) tacit
knowledge sharing/acquisition (2) externalization of that tacit knowledge (verbalization), (3)
Combining explicit knowledge based on verbalized new concepts, (4) application of new
knowledge to the field, co-creation. These correspond to the four knowledge creation
processes (Konno and Nonaka, 2018) with the involvement of collective abilities (McElroy,
2002) and innovation business ecosystem (Soto-Acosta et al., 2018; Nicotra et al., 2018).

4. The Society’s innovation
4.1 The knowledge society and social innovation
In the past, large companies saw innovation as the work of a few genii or skunk work teams,
or of business diversification outside the primary business, or just “(something) new”
businesses. However, such perceptions are now obsolete (Nishiguchi and Konno, 2018). In the
changing business environment described as the VUCA world (V: Volatile, U: Uncertain, C:
Complex, A: Ambiguous), any business requires the pursuit of knowledge creation.

We have learned from Kodak that we all come to face the threats of obsolescence of the
core businesses. Innovation management means not only innovation in related businesses
and new businesses but also innovation in the core businesses (Figure 4).

In the core business, dramatic efficiency improvement (increased cash) and “update” in
response to changes in the environment through innovation is mandatory. In related

Figure 3.
Knowledge creation of
entrepreneurs
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businesses, firms should seek higher value-added business models. There is also a challenge
for a discontinuous new revenue stream that did not exist before. Itmeans all businessesmust
innovate but with these different KPIs.

As seen in the introduction of ISO560002 (Figure 5), the common sense of past innovation
(management) textbooks is getting out of date. Many concepts have been proposed for
innovation these days; social innovation (resolving social issues), reverse innovation,
grassroots innovation, disruptive innovation, open innovation, and others.

The 20th century was the era of technology-led innovation, and it was supply-side
(supply-side) logic, which “spread” innovation fromupstream to downstreamwith its R andD
and product development. Therefore, the “valley of death” (chasm) was a severe problem.

Figure 4.
Innovation

management as whole
innovation

Figure5.
ISO56002 framework
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However, innovation models in the 21st century seek the sustainability of the society, the
environment, and the human value (a deep search for invisible values). They are demand-
based (reverse to the 20th-century) innovation originating from customers and society. We
can say that this is an innovation of innovation logic (Figure 6). The acceptance of the
functional value and added value, i.e. the semantic value of goods and services, have reached
their limits (especially after the Lehman shock), and the solution of social issues and the
pursuit of the artistic quality of life are now driving innovation.

Furthermore, in the past, social innovation meant “social problem-solution” to respond to
social demands and issues that were not recognized in the market but were affecting certain
social groups. Social entrepreneurs took their roles. It was at the opposite end of the economic
activity of large corporations andmonetary value. Some critics argued that companies should
atone for solving social issues even if they ignore profits.

However, as we see global issues, such as the Sustainable Development Goals (SDGs)
adopted at the United Nations Summit, we now have to consider innovations that can have an
overall impact across social and economic boundaries. In the age where social issues lead to
new profits and become the source of innovation, the role of large corporations and social
innovation becomes eminent.

These ideas have led to the emergence of ideas such as “social innovation.” It has a wide
range of innovative challenges to the social structure that has an unclear boundary between
society, and the economy has an impact on the entire society. It is the role of so-called “social
enterprise” that is “Innovative activities and services that are motivated by the goal of
meeting social needs and are developed primarily through organizations with social
purposes” (Lehtola and St�ahle, 2014).

To understand the roots and the meaning of social innovation, we need to frame the
knowledge creation process in terms of social embeddedness.

Granovetter (1985) clearly explained as, at an economic level, the consideration of social
relationships was skewed for a long time, as it was seen as a sort of epiphenomenon, or an

Figure 6.
Shift from supply-side
to demand-side
innovation
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ancillary phenomenon that happens in the market. In brief, most of the most successful
economic theories are grounded on the idea that each individual acts only in reason of the self-
interest (Williamson, 1975), whilst third parties are only measured in terms of costs-benefits.
This brought to having a far-unrealistic view of most of economic phenomena, for what
humans are seen in a non-reality grounded undersocialized perspective. On the opposite,
human actions are quite often the interdependent result of social structure and social
relationships (Granovetter, 1985), contingently. The only apparently ingenuous and random
idea of contingency, however, is rather another core aspect of the matter, in the sense that
social structure and relationships are time, locus, and subject- related, thus they determine a
meta-culture or knowledge which is subjected to a ceaseless dynamism. Hence, the ontology
of the phenomenon assumes a paramount relevance per se. The ontology co-determines the
social influence – the result of social structure and social relationships – that impacts and
shapes individuals’ actions after they have absorbed, from their context, the norms, the belief,
and so on. . .

In a nutshell, behaviors are the non-mechanized results of decisions made in the self-
interest, on purpose, and of the more or less conscious influence of the social dimension. On
this point, a wealth of studies flourished on the role played by trust/malfeasance in the
various social dynamics (Landry et al., 2002; Kaasa, 2009; Molina-Morales et al., 2011),
because transactions always occur under conditions of opportunism (Williamson, 1975) and
bounded rationality (Simon, 1959). On the rational end, then, individuals/organizations exert
a control over given resources/knowledge, which they deploy and dispose of in order to
achieve specific ends on purpose. All these interactions, at a superior level, determine the
social capital – or the intangible structure of relationships and knowledge- on which an
institution can rely on, and that includes tacit and explicit forms of knowledge (Coleman,
1988), in the manner of obligations and expectations (which are also shaped by trust,
malfeasance, and opportunism), information channels (the opportunity cost of information
acquisition and the transaction benefits of the information), societal norms and individual
belief. With a look at firms’ role in such a paramount play, in the socialized perspective,
thereby firms act as social communities that are specialized in knowledge creation and
transfer with regard to identified societal needs (Kogut and Zander, 1996). Thus, they are
knowledge value creators, according to a novel envision that dramatically changed the focus
of merely opportunistic behaviors (Nahapiet and Ghoshal, 1998), and which is responsible for
their social status and reputation (a driver of future growth and a further dimension of social
capital) (D’Aveni and Kesner, 1993). As a matter of fact, embeddedness has three dimensions
(Nahapiet and Ghoshal, 1998): a structural dimension – the links between people or
businesses –, a relational dimension – the kind of interactions and the depth of attachment
and emotions –, and the cognitive dimension – which refers to “those resources providing
shared representations, interpretations, and systems of meaning among parties” (Nahapiet
and Ghoshal, 1998, p. 244). As per above explained dimensions, social capital can only be
locally beneficial, within given time-constraints. An alternative to escape and overcome the
aforementioned limits is based on dynamic exchanges with other partners/communities.
Such exchanges foster knowledge creation and dynamism, as well as intellectual capital –
which is the bundle of knowledge assets possessed by an organization –, through recombing
heterogenous internal and external resources. Hence, the cognitive function of the firm occurs
as a dialectical process which triggers continuous learning. It has been observed, though, that
this process is not as dialectical as it was supposed to be. As a matter of fact, the very
existence of a social structure generates isomorphic choices and behaviors, for what partners
are chosen based on similarities and shared values. Thereby, social capital may even inhibit
knowledge heterogeneity sometimes (Tsai and Hsu, 2019). Consistently, the aftermath of this
dialectic process is supposed to generate an innovation, or a novel knowledge. In this vein, the
firm’s social capital interplay with its innovation capital, which was mostly described as the
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set of intellectual properties and other intangible owned by a firm, able to generate new
knowledge (Kijek, 2012). However, a more entrepreneurial resource-based view interprets
innovation capital as a firm’s ability to develop and commercialize innovation (Kijek, 2012).
This latter view catches the multi-faced nature of innovation capital, in the sense that it
embraces the idea of non-structural resources as drivers of the firm’s capability, which recall
the fact that innovation is largely a result of the firm’s social capital (Ganguly et al., 2019).
In this line, social innovation can be described in terms of interactions within social capital
and innovation capital. Historically, it generally refers to the achievement of innovations that
brings benefits to the society as a whole on the level of grand challenges, as instance as the
challenge of climate neutrality (Mulgan, 2006). That means that the collaboration among
numerous entities for the achievement of the innovation should bring value to all
stakeholders interested, directly or indirectly, in the process. Clearly, at an economic level,
that implies concrete and huge returns for all shareholders, which can only be achieved when
the innovation is substantial, – radical or groundbreaking – adoptable on the vastest scale,
and enduring for the longest time horizon possible. Also, an innovation, to be called social,
must relate to a wealth of social actors, in various qualities (from developers, to facilitators, to
end users, etc.) (Mulgan, 2006).

These specific aspects strictly intersect another relevant theme, which is open innovation.

4.2 Evolution of open innovation
On the other hand, open innovation is now the “standard” environment in corporate
management. Now that industries and societies are composed of diverse networks, the
“closed” innovation model, which relies solely on in-house R and D, is partially a thing of the
past. Open innovation, which was initially one of the options to utilize external technologies
and channels, is now regarded as a significant business model. The concept of open
innovation, proposed initially by Chesbrough (2003a, b) was twofold: specifically, a flow of
“incorporation of knowledge from outside to inside (outside-in)” to develop new products
using ideas and technologies from outside, and sending out internally developed technologies
to newmarkets, or the “flow of knowledge from inside to outside (inside-out).” In addition, we
can also say that open innovation is a method of increasing the efficiency of R and D and new
products development by using knowledge as a resource to externalize or internalize.

At a business level, open innovation emerged as away tomanage intellectual property in a
more efficient and effective manner than that of the antecedent closed innovation paradigm
(Chesbrough, 2003a, b; Lichtenthaler, 2010). Intellectual property is a structural component of
the intellectual capital and it refers to “the property created or recognized by the existing legal
regimes of copyright, patent, trademark, and trade secret” (Hughes, 1988, p. 5).

As a matter of fact, the closed innovation paradigm is centered on the idea that making
innovation in house is the best option for controlling intellectual property. Though, this
perspective does not take into account that, over time, there might emerge factors leading to
profit erosion, such as knowledge spillovers. In addition, an organization might embed
knowledge and capabilities, or it might own patents, that can be more profitably used
elsewhere, whilst, at the same time, it might lack of other competences that can be critical for
success (Orlando et al., 2020). In open innovation, the very business model is redesigned in
order to recombine internal and external ideas into a new architecture (Chesbrough, 2003a, b).
Thus, an open innovative firm is, by definition, a firmmanaging intellectual property through
licensing agreements. Essentially, open innovation can be seen as a sort of strategy to market
patents and exchange knowledge, where the best fit between the owner and the patent is
assessed in business model-related terms. Studies proved the existence of a strong
relationship between an open innovation model and the preference for intellectual property
protection (Hagedoorn and Zobel, 2015). Such is the relatedness between the two concepts of
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open innovation and intellectual capital that some scholars even suggested that they overlap
and co-determine each other (Barrena-Mart�ınez et al., 2020).

The idea is that it is challenging to meet customer needs with in-house resources alone,
but, by cooperating with another company with a customer base and customer value, one
could quickly respond to customer needs. There is no need to develop a market from scratch.
Furthermore, by collaborating with universities, research institutes, and start-up companies
that have the necessary seeds, one could quickly build new business models and provide
themwith an expected value. On this extension, social innovation and open innovationmerge.

The inevitable development has led to a concept like “Open Innovation 2.0” (Curley,
Salmelin, 2018) originated in Europe, with the conventional open innovation (1.0), Open
Innovation 2.0 is an initiative in which citizens and users play a central role in creating new
value for rapid resolution of social issues together with research institutes such as companies
and universities, and local governments.

The question here is, “How do we make such open innovation x.0 possible?” It is a model
that drives social knowledge creation and the ecosystem of knowledge assets and intellectual
capital.

The 2018 Nobel Prize in Economics was to Professor Paul Romer of New York University.
His theory is about long-term growth through “knowledge innovation.” From the time of
Adam Smith, economists recognized that technological innovation has a significant impact
on economic growth. Neoclassical macroeconomic studies were not successful in modeling
the creation of new technologies. There, the economic growth rate is determined by the
population growth rate (exogenous factor). For example, if the developing countries have the
same population growth rate, the economic growth rate should be settled to a certain level by
inputting capital and labor. However, economic growth was diversifying due to factors
unrelated to the population.

Therefore, endogenous theory (economic phenomena is explained not by exogenous
factors but by endogenous variables in the system) has emerged in the 1980s as a theory that
considers technological change as a growth factor. What did not incorporate the
Neoclassicals as variables in trying to deal with the world of complete information was
human “knowledge” and ideas created by corporate R and D. But the original endogenous
theory did not thoroughly explain the mechanism. In his 1990 dissertation, Romer looked at
the property that knowledge was a “non-competitive good” and did not go away (increased
yield). Ideas and innovative technologies created by individuals and organizations within a
company are shared as social, intellectual capital, and propagated to other companies. He
clarified how it would ultimately increase national productivity. Human capital invested in R
and D, and the amount of accumulated knowledge generates the increment of knowledge.
However, how technological innovation links to products and businesses also depend on
national policies.

If we draw this to the theory of knowledge creation, the ambitious knowledge creation of
companies and people accumulate knowledge assets (or intellectual capital) for decades, and
it will be the driving force for long-term growth and change people’s lives. Therefore, an
attempt such as open innovation x.0 leads to social innovation, and the knowledge creation
model explains that.

Let us consider the application of the SECI model in social innovation (Figure 7) again.
The process of social and open innovation involves the creation of explicit knowledge

from tacit knowledge involving various stakeholders.

4.3 “Purpose engineering”
What is vital in such open innovation processes is a “Ba (place)” that can involve the
stakeholders and “teleology” (the logic of purpose) that coordinates the stakeholders and
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integrates them into practices of innovation. The “purpose” in business had been a great
common sense but was again recognized through the reflection of global companies,
especially after the Lehman Shock, and has become a vocabulary of new management and
innovation concept. It is also an introspection of the fact that conventional management
based on excessive “science and analysis” and “just for profit”.

For innovation, it is necessary to attract diverse human resources and resources and
integrate them into a specific vector. “Purposes (and purposes)” play a role as an intermediary
for the vector and synthesis, and the management methodology for this is what we defined as
“Purpose Engineering” (Konno, 2013, 2014, 2018).

For example, it does not make sense just to follow the design thinking process
superficially, regardless of its purpose. Also, if an organization wants to innovate, chaos is
inevitable if the members pursue their thoughts and beliefs. Similarly, in the case of open
innovation, success cannot be expected if members just continue to pursue their development
efficiency without creating a common purpose.

Purpose engineering is a soft method or set of ideas that organizations can use to achieve
large-scale value impact by allying and adjusting the individual or infrapurposes, to themeta-
purpose. The underlying assumption is that the purpose is dynamic and situational and
includes many variables, and so on, the pivotal purpose or the driving objective plays a
critical role. The system of purposes functions as an ecosystem or place (“ba” in Japanese)
where individuals share knowledge for “soft alliance” for new value creation. “Purpose
Engineering” consists of two significant domains (1) Management of Purpose as a common
good and (2) Management of Purposes (plural). Managing on a common purpose is a debate
that has existed for millennia, and we revisited Aristotle’s teleological worldview. Purposes
drive the world; the ultimate purpose of life is the pursuit of happiness. However, we just do
not follow all of his ideas. Instead, we apply his idea as a “skeleton” for a dynamic relationship
of purposes into our “soft alliance” or innovation.

Figure 7.
Linked SECI:
knowledge creation of
open innovation with
various players

JIC
22,3

492



Purpose Engineering is also the basis for discussions and dialogue in open practice areas
such as open innovation and the Future Center, which will affect the culture and code of
conduct of organizations and teams. The aims of purpose engineering are: (1) in line with the
“Big Purpose” oriented to the common good, (2) adjusting the (small) purpose groups of
individual grassroots subjects (individuals and organizations purposes), and then (3)
integrating and synthesizing them into practice. It is to accelerate the promotion of
innovation (project) through the dynamics of the members by setting the driving objectives
(or mid purpose) (Konno, 2013, 2014) (Figure 8).

Such a teleological methodology has a significant influence on the innovation ability of
society. The research on purpose is essential as the methodology would draw out personal
knowledge and capabilities while envisioning the “big purpose” and pictures of the society
and the community.

In this sense, it is possible to hypothesize that an organization choose purposefully its
pathway of intellectual capital development, by balancing ex ante the combination of its three
dimensions – structural capital, human capital, and relational capital – as it purposefully
chooses the openness of the innovation search strategy (Laursen and Salter, 2006), thus
subtracting the process from random external forces, as serendipity or chance, and pre-
determining the desired footprint. Indeed, there is a strong link between the creation of
intellectual capital and the aforementioned “big purpose”. As amatter of fact, entrepreneurial
initiative, along with innovation capital, are driven by happiness and resilience (Usai et al.,
2020), which are at the basis of social cohesion and are determinant of social capital. So, put in
a broader context, purpose engineering for the achievement of innovationsmeans tracing and
recognizing what people find meaningful in life. This meaningfulness, time and again, is
determined by the context and the thinking of the time. Amidst the many firm-specific
purposes, though, there is the greatest purpose of the society (or the many different local
societies). Many examples can be made in this sense, such as the search for a cure and a
vaccine to fight global pandemics, as in the case of Covid-19, to the global fight to tackle
climate crisis. These shared needs pre-determine the time-and-context-related greatest
purpose, and, as such, the social innovation required by communities. Yet, by pre-

Figure 8.
Dynamic structure of
purpose engineering
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determining values, norms, and belief, these factors also shape the social innovation capital
available for social gamechangers.

5. Discussion on “Ba”(place)-based innovation
5.1 Practice of “Ba” theory: a cross-cultural view of the genius loci effect
Asmentioned above, the concept of “ba (place)”was necessary for the development process of
knowledge creation theory. Open innovation is the connection between internal and external
ecosystems. An open place (ba, dynamic context) is indispensable for the practice, and how to
create such a place, context, or relationship is an issue.

Nowmanyworkshops and future sessions for innovation are held. However, innovation is
not born as expected. Innovation does not occur by workshops as “event sessions” with
brainstorming and sticky notes.

When we say “place” here, it is beyond physical space. A “ba” or place means the context,
situation, and semantic space in which knowledge is created, shared, utilized, and memorized
as knowledge asset or intellectual capital. The knowledge sharing among the parties is the
starting point for creating knowledge. Innovative companies and organizations that have
been attracting attention these days have created a wealth of opportunities, a place that
contributes to this kind of knowledge creation. Of course, there is also a great deal of physical
space and the organizational functions andmethodologies embedded behind it. Nevertheless,
we should always ask if a place has a design in terms of organizational climate, culture, and
behavior. In the case of Japan, according to the FCAJ survey (2012, Business Monitor
N5 413), in organizations where employees are aware of “ba” consisting of elements such as
organizational culture and space, “the barriers between organizations have been reduced, and
atmosphere has improved” (49% for companies with place and 15% for companies without
place). The companies that are aware of “ba” have shown that their attitudes toward
innovation are positive: “proactively challenge new tasks and projects” (51% with places,
14% without places).

Bringing together above consideration, then, it can be said that social capital, as part of the
intellectual capital of a firm, and social innovation are contingent (Harrington, 2001), that
means they are context-related. An important example of such contingency or place-related
effect can be found in the study of Xiao and Tsui (2007). After examining Chinese high-tech
firms, the two authors found that Chinese collectivistic culture – which emphasize
collaboration and mutuality between people – hinders the presence of structural holes within
the firm, which is seen as detrimental factors by all individuals, who shares communal values
and high commitment to the organization (Xiao and Tsui, 2007). In other words, the strong
social cohesion, due to a contingent social structure, might be a strong predictor of social
innovation.

For the sake of completeness of the conceptualization of “ba”, two further aspects and their
interdependencies should be carefully examined: the cross-cultural dimension of the social
structure, and the genius loci effect.

Based on the cross-cultural interpretation, social organizations and social systems differ
between each other for a series of contingent factors. Indeed, the cross-cultural dimension
influences the way innovation are ideated, designed, and, ultimately, created or perceived by
individuals (Rogers and Shoemaker, 1971). To achieve an unobstructed understanding of this
phenomenon, though, scholars should incorporate social and context factors into researches,
by taking into proper account the perspective of local communities (Gelfand et al., 2007). In
this fashion, again, the term “place” assumes different connotations, which are not limited to
the physical space, but they embrace the cultural legacy, the norm, the value, the belief of a
social system. Yet, it is highly unlikely that collectivistic cultures would behave similarly to
individualistic cultures or would share similar values and emotions. So, a first caveat of the
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“ba” philosophy is represented by the cultural legacy of the social system. Culture is the
memory of the society (Triandis, 2001). It is possible to distinguish two ideal-types of culture:
a collectivistic culture, where people give priority to social relationships, behave in a
communal way, and define goals on the basis of in-group norms, and an individualistic
culture, where people are independent from their in-group and give priority to personal goals
over those of society (Triandis, 2001). These two different cultural ideal-types are mainly in
contrast, they are the poles apart, the antipodes of each other. Thus, they apply counterpoised
models and they are mainly unlikely to fit with solutions that are alien-culture generated. As
instance, during the Covid-19 outbreak the contact tracing via mobile app in China worked
very efficiently, whilst it was a great failure in Italy, where the adoption is on voluntary basis.
In a similar manner, Japanese culture emerged from the early roots of Confucianism – dated
before the III century a.c. – which preaches family ties, social/between-groups harmony and
collaboration, and somewhat hallows interpersonal relationships. Then, because of cultural
additivity (Vuong et al., 2018), later religions and philosophies found a fertile soil to further
these ideals. In such a context, collaborations and purpose engineering for social innovation
may find an ideal setting to spread and take hold. Differently, western cultures are informed
by amassive individualism. As opposed to Confucianism, the Christianity, and, above all, the
Calvinism exalt the identity of the individual (Fullerton, 1928). Thus, the “ba” is under the
influence of its cultural legacy, unavoidably. Closely tied to this concept, there is the idea of
the existence of a genius loci (Dubini and Schillaci, 1988; Nicotra et al., 2018), which further
helps to fine-tune and understand the concept of “ba” and its implications. Metaphorically, at
a phenomenological level, the expression “genius loci” refers to the interaction between a
place and its identity, between the tangible and intangible factors that makes that place
unique, also because of the culture and knowledge of its inhabitants. This conceptwas used to
explain the success of entrepreneurial clusters, entrepreneurial innovations and ecosystems
(Pellegrini et al., 2015).

5.2 Managerial implications
By analogy, then, the ba, as the material and immaterial place where IC and knowledge are
generated and give birth to innovation, should be interpreted in terms of genius loci. This
metaphorical and physical place determines the social artifact, the social innovation capital
embedded in a place. The upcoming social innovation is path dependently predicted by the
characteristics and identity embedded in the genius loci.

In this vein, as instance, the social credit innovation applied differently to opposite
cultures, bestowing to the very meaning and practice of social credit or rewarding a different
semiotic, distinguished per place and culture.

Accordingly, in western countries we witness to digital rating mechanisms such those of
voluntary users’ evaluations (through various systems) and judgments, e.g. of a place, a
service, a good, and an experience. This directly translates into economic value – creation or
destruction – for business via reputation adjustments, users’ engagement, customer
loyalty, etc.

By contrast, in some collectivistic cultures digital social scoring is a means to evaluating
and rating individuals, who gain or lose, in this way, the access to given services, reputations
et al., as if it was an episode of the famous TV series named Black Mirror, which tells the
interlace between the human kind and technology in a dystopian future. That is happening in
China, based on the recently launched Social Credit System, which is used to evaluate
trustworthiness of individual basing on their behaviors, including online behaviors.

Though, the intent of purpose engineering in Society 5.0 is that of helping the individual as
well as the collective development by leveraging on continuous super-innovations
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(innovations that generate new innovation continuously, paraphrasing the €Ubermensch
ideated by Nietzsche).

Such are, as instance, the possibilities linked to the digital-self or digital doppelganger –
the digital replication of an individual in a virtual environment –, which can have a series of
virtuous medical application. Bode and Kristensen (2016) described the use Smart Body
analyzers, wearable devices, and sensors for self-tracking. These considerations lead us to
think about the close connection existing between a culture and a place, social innovation and
social capital, existing technologies and future innovation trajectories.

5.2.1 Co-creating new ecosystems. According to the Intellectual capital ecosystem
perspective (Edvinsson, 2008), navigating the knowledge serves purposefully the need for
generating ad-hoc ecosystems that foster intellectual capital. Accordingly, through
managing knowledge and intellectual capital – as a set of knowledge assets – it is possible
to create an ecosystemwhich is fertile for continuous innovation. At a societal level, then, it is
interesting to note that innovation and intellectual capital ecosystems are the fruit of a joint
effort of society, an effect of a collective intelligence (Secundo et al., 2016).

In this era, not only companies and research institutes create innovation, but society also
creates innovation. Therefore, the social implementation of innovation is not a closed activity
but involves the creation of a new relationship, the “ecosystem.” In the past, “things” or
materials were dominated by industries. Since the internet, ecosystems, relationships, and
“places” have played a significant role. Today, the boundaries of one company do not limit the
place of such innovation.

Looking back at our city life, the conventional classification of functions such as offices,
factories, stations, and houses has become ambiguous. “Place” is positioned as space/related
resource that increases knowledge assets for cities and companies. Spaces in industrial
societies were classified into factories and other functions and were places for the division of
labor to pursue costs for efficiency. However, in a knowledge society, space is essential for
collaboration and cooperation, such as knowledge creation across sectors, and creativity is
more important than efficiency.

From a broad perspective, we can say that office, working styles, and relationships with
customers and partners have fundamentally changed. And changes are taking place not only
in companies but also in cities. The number of co-working spaces operated as a business in
the world was around since 2006 and doubling and increasing to about 2,500 places by 2018.
In Tokyo as well, co-working spaces (joint use of office functions on a membership basis) and
shared offices are increasing. There are places for networking beyond the boundaries of
offices, places for physical renting of spaces, and places for people to “connect with
knowledge” such as meeting services. Besides, more purposeful places such as incubators
and accelerators (entrepreneurship support and acceleration) are increasing in cities around
the world.

Historically, changes in space and place have had a high impact on society and
organizations, just as urban squares have become places of revolution. These phenomena are
creating a different scene from offices in the 20th century as workplaces (commuting from the
suburbs and doing business in high-rise buildings). Many young people in the US say they do
not want to work for a large company (we can see a similar trend in Japan). Large companies
have to change their places.

In a knowledge-based economy, a network of “individuals” creates value (knowledge
creation), as opposed to the industrial society’s division of labor (information processing) in a
hierarchical organization. Also, we are seeing individuals empowered by wearable
technology (embodying technology) and IOTs (Internet of Things). The empowerment of
high technologies to people formulates the sharing economy. Innovation acceleration
environments like a future center, where analog (body) and digital (Internet) are fused, will be
central to the value creation of the society.
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5.2.2 Wise place for innovation. The concept of collective intelligence may be fruitfully
used to explain how social innovation occurs in intellectual capital open ecosystems. As a
matter of fact, societal ecosystems and firms may be deemed as collective intelligence
systems where intellectual capital is managed for the achievement of strategic goals, as in the
case of universities (Secundo et al., 2016).

The important thing is that such a space is a place for collaboration with customers and
society. “Future Center,” “Innovation Center,” “Living Lab,” etc. We can categorize such
places collectively as the “Innovation Acceleration Support Environment.”

The Future Center was the first example of a place to discover issues for the uncertain
future and promote practices that lead to open innovation. “Organizations are always behind
the future. It is important to incorporate a part of the future into the organization (or
community)” (Edvinsson, at an FCAJ conference). It is the role of the center. However, from
the “ba” perspective, “Future Center,” “Innovation Center,” “Living Lab” are not different and
divided but should be linked. Each can be defined as follows (Figure 9):

(1) Future Center: a place to connect companies, municipalities, citizens, and educational
institutions;

(2) Innovation Center: A place for innovation activities that connect corporate
technology and society;

(3) Living Lab: A place for social experiments for prototyping born from the above
places.

These are not independent functions, places with these different aspects can cooperate and
drive social innovation. In particular, a living lab is a place where users of products and
services, and the general public are involved in exploration activities and co-create. There are
various forms, objectives, and scales, such as community-level healthcare and ICT utilization,
regional revitalization, energy system development, and regional development. There are
already nearly 500 living lab initiatives in Europe, involving thousands of businesses,
hundreds of thousands of users and citizens. In general, a living lab operates in four steps:
(1) problem finding (not problem-solving), (2) design, (3) experiment (not proof experiment),
(4) evaluation and follow-up. FCAJ (Future Center Alliance Japan) is a platform where about

Figure 9.
Wise place: ecosystem
of three aspects of “Ba”
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80 organizations such as companies, ministries, universities, and NPOs participate. They are
running or acting in innovation centers, and in living labs to promote social and economic
innovation through “innovation of places” in the knowledge society. Participating member
companies share their themes and engage in open innovation through collaboration with
other companies and different sectors. These include the formation of a local healthcare
ecosystem, design-based innovation, and living lab initiatives in communities to live even
with dementia. One of the FCAJ’s unique attempts is the Public-Private Future Center. It is to
take a completely different approach where the government (ministries) and the private
sector (business) used to deal with policies in the form of a council formally.We are pursuing a
new approach to finding problems through dialogue and finding solutions to them together
(FCAJ method). The intent is to aim for a true partnership, not just a formal debate in the so-
called council, or a hierarchical relationship of outsourcing work from the government to the
private sector.

6. Conclusions: Toward human innovation model
The present conceptual article offers several insights on the evolvement of the intellectual
capital linked with the knowledge management discipline by adopting the lens of knowledge
creation. Although the article has also some research limitsmostly due to the fact that it is not
support by an empirical research but definitely it can stimulate future research avenues in the
power of societal grassroots. As a Nobel Prize laureate, Edmund Phelps (2013) pointed out,
the power of social grassroots is critically vital for innovation. New growth and development
require a social structure appropriate (desirable) for the 21st century. In the US, venture
capital, which creates startups, has emerged as a new industry category after the Second
WorldWar. In the case of Europe, where the SME (Small andMediumEnterprise) is dominant
in the industrial world, the European Commission has implemented a similar initiative as the
living lab through public initiatives such as Horizon 2020. In this sense, new research can
understand how the social grassroots along with the intellectual capital is crucial for
innovation and for getting companiesmore competitive. So givingmore focus on the power of
society that brings up the second research avenues based on the concept of industrial,
economic and social sectors that bridges those functions for open knowledge creation. The
“plural sector” (Mintzberg, 2015), proposed by Mintzberg, is meant as a model for
organizations that have this new role. The limits of the strategies and policies of one industry,
one company, and one ministry are reaching their limits. The role of the rural sector is to
achieve social and economic “rebalancing” through the mutual participation of industry,
government, academia, and citizens. The plural sector is responsible for what was not
possible with organizations like the third sector. In other words, it is referred to as a plural
because it is a sector that forms a place through multiple and multiple interfaces.

For example, based on this concept, FCAJ actively connects the government, private
sector, universities and communities to provide new value. In other words, as one category
that causes social innovation, the “plural sector.” It may be an existing company. The social
enterprises could form part of the “plural sector.”

On the other hand, in recent years, practical methodologies have been proposed from the
field of social change, which is not in the field of management. In the past, practitioners
interested in social change andmembers of the public sector used to go to business schools to
learn about management, but now it can be said that the trend reversed. If the boundary
between business activities and social activities becomes blurred, the meaning of the
traditional taxonomy of business management will diminish. We can point out that there are
deadlock discussions within the conventional management system, such as the call for
“practical turn” of strategies. For many years, David Maister, a practitioner, and consultant
for the management of PSF (Professional Service Firm) argued that learning about strategy
had little correlation with practicing strategy. The key is the practical methodology. The
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authors think that the key to overcoming this dilemma may be an integrated knowledge
creation theory, as discussed in this paper. It would be developed into a new model of socio-
economic activity by linking to studies and assets of Intellectual Capital studies and so
encourage new research in this sense.

Concluding, as we stressed the human dimension is getting more and more relevance in
the current world. This has started in Japan, talking about the human centered approach that
goes in the Society 5.0 or Industry 5.0. There is a need of exploring more this new society and
the intertwining with all actors involved in. Previously, management and economy have
considered employees as “resources” (human resources) and intended to incorporate
customers into “consumers” into business systems, not as living humans. In business books,
“people”were also grouped as “users and customers.”Therewas a sense of discomfort. On the
other hand, management and economy based on people and society wantmanagement with a
human face. Innovation does not occur from a corporate theory where we do not see people as
a mere atom, not as a human. It occurs in human relationships, which is human social capital.

What should be the practice? Ultimately, the bottleneck is how we can see things from a
new perspective. Isn’t this the most difficult? The three elements of “purpose, empathy, and
place” stand out. The “Whole (Comprehensive) Innovation” is an image of the ideal of

Figure 10.
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innovation that utilizes various ideas and designs practically. There is the need of a “field
guide” (activity guide). It can be said to be a storytelling act by the reader himself, creating a
world based on a new point of view (Perspective) and using three elements (Purpose, Passion:
empathy, and Place; tetrahedron) as a wand while considering the possibilities and
limitations of the human brain (Figure 10).

In the end, the “world” changes because “I” (reader) acts with a specific will. The key is
how much impact and meaning that subjective and empathic actions have. People around us
see it and change their thoughts and behaviors. In other words, this book presents hints on
how to carry out daily innovation activities to live and how to live.

Innovation in the knowledge society and economy is not based on the conventional
management strategy model but on how the organization and society develop the connected
power of subjective human knowledge creation. Knowledge ecology deals with the social and
economic ecosystem of knowledge. This work draws on knowledge ecology, and in
particular, aims, emotions, and places in innovation as driving requirements for knowledge
creation. If such an attempt spreads in the future, it will bring happiness to the society.

Consistently, previous research has proved as happiness is a driver of entrepreneurial
initiative and innovation capital (Usai et al., 2020). Thus, at the societal ecosystem level, social
innovation can be driven by social cohesion and fostered by a collective intelligence that
manage the intellectual capital in “place.”
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