Innovating Innovation Australia — Forum Synopsis Article

Harnessing Innovation for Wealth Creation — an Opportunity for Australia’s Company
Directors

In a post GFC world Australia is at a tipping point of change and productivity is at the
forefront of national debate. Intimate relationships with traditional first world trading partners
have fundamentally shifted whilst both Australian manufacturing and now the resources
sector can no longer be relied upon as the economy’s future workhorse. Moreover, concern
is now being expressed about Australia’s lack of growth in productivity.

Whether we like it or not alternatives must be sought and serious questions asked about
whether a new Australian economy built on innovation is either feasible or sustainable must
now be asked.

The discussion forum, named ‘lnnovating Innovation Australia’ (l11A) has evolved from a
discussion group on a social media site initiated by the Australian Institute of Company
Directors.’ Participants in this forum have, for a number of weeks, discussed on-line a wide
range of issues related to this topic. Having unilaterally agreed that Australia’s traditional
moniker of the ‘clever country’ can and should be restored, 26 of the I[IA forum members met
in Sydney on 14" August to discuss how Australia’s track record on commercialisation of
innovation can be improved and, importantly, how the broader business community can be
engaged and encouraged to use innovation as a key productivity driver.

Forum participants agreed that Australia has a strong track record of innovation and that, on
the surface, innovation is ‘alive and kicking’. Australian entrepreneurs and innovators are
creative thinkers and have excelled in the past by being flexible and integrative in realising
new ideas. However, where Australia as a nation has typically fallen down is through inability
to successfully implement and commercialise innovation, especially when compared with our
US and Asian counterparts who excel at product realisation and industrialising
commercialisation to create new, wealth creating industries.

Why?

In considering the challenges to encouraging commercial success and productivity related to
innovation, the IIA forum has identified five key opportunities for change.

National outcomes and culture
Collaboration

Funding

Board level culture

Social pressure and awareness
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First and foremost, at the macro level building a long-term view of innovation that defines an
“Australian Innovation Network” which is geared towards incubating, supporting and
commercialising Australia’s competitive advantages is critical. To achieve this some tough
questions need be asked. What natural benefits and skills can we industrialise? Where is
more investment required and how should this be marketed? And in the research institutes,
many of which are in universities, how can the ‘culture of discovery’ can be transformed to
outcomes of public benefit that justify the some $9.5 billion of publicly funded investment
annually.

A fundamental shift of this magnitude requires collaboration, the lifeblood of change, and
communication, and the cornerstone of ‘open innovation’. For this to occur all parties across
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the spectrum must recognise not just the need for change but also be able to manifest the
beneficial outcomes therein. For political parties competing to assume government at the
election next year, this should seem obvious. For the investment community a more long-
term view is needed to see the financial upside which will come following their collective
backing of ‘New Growth Enterprises’ (NGEs).

At an entry level for a lucky few ‘start-ups’ there is financial support to be found in the angel
investment community as well as other indispensable organisations such as
Commercialisation Australia. However, in most cases start-up capital is only adequate to
take a new venture part of the way. Typically, these organisations enjoy break-neck growth
in their formative years but fall by the wayside at the second and third growth stages
(typically at the $2 to $5 million stage) when additional funds are required to take these
organisations to their next commercial round of growth. Without a new national funding
model that is backed by large institutions, Australian NGEs are likely to remain stunted or as
is so often the case, head overseas, at which point any value-add aside from ‘that was an
Australian idea’ has left our economy.

A change in thinking must come from the top and the IIA forum advocates that we can'’t
simply rely on the government of the day to provide all the answers to encourage innovation.
Australian boards must learn to value and measure innovation in their products, services and
enterprise. To encourage this cultural change in thinking in the boardroom innovation
‘heroes’ must be identified to clearly articulate why innovation is a catalyst for new enterprise
level competencies, capabilities and recognition.

From the IIA forum perspective, the ‘umbrella’ task that lies ahead is in creating, and
communicating, the urgency of why Australia must now commence building a new era aimed
at commercial success through Australian innovation. Currently Australia sits at 107th on the
OECD’s innovation efficiency ranking and in a new McKinsey paper on productivity has
warned that if productivity growth does not recover then Australia may have little or no
income growth in future.

To address the primary causes that have led to this position Australians must debunk
preconceptions of what it takes to be the ‘clever country.’

We have the smarts and the Australian ‘have a go’ spirit is well suited for the challenge
ahead, but without collaboration and cultural change across and within government,
enterprise, and academia then value adding commercial innovation is likely to remain by the
wayside.

In association with the AICD, the IIA forum participants will shortly develop its plan for an
innovation support network that builds on the aforementioned opportunities and will also be
communicating our future innovation strategy for Australia in due course, ensuring as we do
that innovation features as a key election issue in 2013.
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