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Cities as Centers of
Innovation

C

able. Innovation in the computers and communications
sector rose at an annual rate of 15.8 percent during the
1990s—about twice as fast as in the 1980s. In the pharmaceutical and medical sector, patent counts increased at
an annual rate of 12.2 percent—about 4.3 percentage
points faster than in the 1980s. Innovation in traditional
goods-producing sectors (such as chemical, mechanical,
and electrical and electronics) also increased more in the
1990s than in the 1980s, but the uptick in growth rates
was not as large.4 This pattern in patent activity reflects
the high-tech revolution associated with the emergence of
information technologies and the life sciences, particularly
in the latter part of the 1990s.
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ities have traditionally been seen as important
centers of economic activity, particularly for
manufacturing. Recently, economists have found
that densely populated areas are increasingly providing the
best environment to facilitate the diffusion of new ideas,
in addition to serving as the location for the production
of goods.1 The reason is that the agglomeration of people
and firms in urban areas promotes a faster exchange of
information and ideas and this generates new technologies.
—Rubén Hernández-Murillo
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Jose, California—the heart of Silicon Valley—with a rate
of 162. Other cities with high innovation rates
were Rochester, New York (with a rate of
112), Boulder, Colorado (with a rate of 100),
Trenton, New Jersey, and Danbury, Connecticut
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