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2 INTRODUCTION

This contributionis providedto assisttheHouseof RepresentativesStandingCommittee

on ScienceandInnovation“Inquiry into pathwaysto technologicalinnovation”.The study

intotechnologyinnovationcannotbe reasonablyundertakenwithout linkageto thedrivers

andthemotivationto innovate.

This documentlooks atsomeofthese.It is baseduponaperiodof 15 yearsgrowing

AustralianandSouthEastAsiancompanies.TheauthorwastheFoundingDirectorofthe

TechnologyBusinessIncubatorattheAustralianTechnologyPark(ATh) in Sydneyand

CEOofacorporateventurefundandtechnologybusinessincubatorin Malaysiaandnow

DirectoroftheBallaratTechnologyPark. Priorto this,theauthorwas GeneralManager

of ToshibaResearchandDevelopment&ntre in NorthRydefor 5 yearandSoftware

DevelopmentManagerforWangLabsbeforethat.Thishasgiventheauthorsome

exposureto innovationin ourregionsbusinessesandpeople/ culturesandmodelsof

operation.

Australiahasoneofthemosttechnologicalinnovativesocietieswheremanymultinational

companiestrial newinnovativeproducts.However,thebalancebetweenbeingaconsumer

andbeingadeveloperof thetechnologyinnovationhas,in theauthor’sexperience,

changeddramaticallyoverthepast10 yrsto thestagewherewe ownverylittle of whatwe

havehelpedto create.We havenotvaluedprotectionof IntellectualPropertyoverthe

publishedresults in ouruniversities.Wehavenot protectedourideasfromexploitationby

otherlessethicalnations.As aresult,we arenowin apositionwhereourinnovatorsand

entrepreneui~do notseemuchbenefitin growingAustraliacompaniesto exploitthe

innovations.This resultsin averycomplexproblemto solveandthereis not asimpleone-

dimensionsolutionsuchasmoremoneyto schoolsetc.Although inspiringteachersthis is

partofthesolutionto encouragingthecreativityof ourpeople
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3 TECHNOLOGY INNOVATION

3.1 TechnologyInnovationforms

o Newideaorfeatureforproduct

o Newbusinessprocessmodels

o Newprocessorsystem

o Newbasicresearch

3.2 Thetwo generaltypesof innovation

o Opportunitydriveninnovation,

o whenthe initial needis identified

o entrepreneursandfounderscreatethe innovations

o Necessitydriven innovation(veryoftentoo late)

o whenthingsgo wrong

o thecompetitionhotsup

o theproductfails

o yoursupplerdropsyou for highervolumecustomers

3.3 Stagesof innovation

Manycompaniesinnovatein theearlystagesbut thenbecomelockedinto productand

managementstyles(legacysystemsandstructures)
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Company growth stages
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Figure 3.1CompanygnwthStages

Theneedto innovateappearsto be attheearlyandthe laterstages.However,we must

innovateoverthewhole life cycle. Theproblemthatcompanieshavein commonwith

humansis thattheydo notalwaysknowwhenthestartof arapiddecline* is goingto

happen.Thedevelopmentofaninnovationstrategyandlooking atthecreativedynamics

of theorganisationshoulduncoveraclue.Weneedto let thepeoplein theorganisation

introduceopportunitydriveninnovationthroughoutthe life andrewardforthis.

The“dumbingdown” ofthework placeandsociety(peoplearenotdumb) hasavery

negativeeffecton innovationandproducesa levelof powerlessnessin thecommunityand

companies.The classicprocessworkerwith definedinputandoutputhaslittle opportunity

to influenceor innovatewithin theprocess.This happensin all organisationsnot just

manufacturing.The largercorporations,governmentsanduniversitiesareall guilty asthey

lockupan individualin adefined9-5 box.

3.4 What aresomepathsto changethis?EnterpriseCukure

It is clearwecannotredesigntheworkplacearoundeachindividualhoweverwe canwith

somechangesmovetowardsstructurethatwill enableus to competein thenew,free
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[
marketsthatbring theglobalmarketto ourdoorstep.Theconceptof enterpriseculture is

aculturebasedonaneconomicpolicythatencouragescommercialinitiative and

audaciousimaginativeplanning”’.

Thegovernmentstatementon enterpriseculturesupportthis concept“small businessesm

Australiamakeaninvaluablecontributionto oureconomy.... We mustfosterthis

entrepreneurialspirit anddo all we canto ensurethat enterprisingAustralianscancreatea

businessandprosper.A vibrantsmallbusinesssectoris centralto flexible work practices,

improvedworkandfamilybalanceandcommunitylife” •2

In anenterpriseculture,peopleactuallyearnwhattheyarepaidandarepaidwhatthey

earn.This enablespeopleto excelandto be rewardedfor it. This is exemplifiedbyjack

Stackin theUSA, whoproduced“the GreatGameofBusinessGGoB”’. The GGoBtool

showstheconceptofopenbookmanagementasamajorempowermentmodel,which has

shownanamazinglevelofsuccessin thecompaniesthathaveimplementedit. In this

modelall theemployeesareableto seetheactualcontributionto thefirm andclearlysee

thevalueof performingwell andeffectively.This environmentis conduciveto the

introductionandcreationof newtechnologyinnovation.Theycanalsohaveequityin the

firm andfollow theshareprice.

3.5 Clusterof inter-tradingcompanies

The conceptof individual entitiesmakingup amatrix ofenterprisesto producethe

flexible organisationsofthefuture hassomeinterestingaspects.Theconceptof aKeiretsu~

in Japanhassomeusefulinsight.~MiiIsttheauthorwas establishingToshiba’sR&D in

Sydney,therewasa rangeofsmall“backstreet”companiesdottedaroundJapanclosely

linkedwith acorporategiantanddevelopingcoreproductsin smallseparatebusinesses.In

1 www.allwords.com
2 www.liberal.org.au/2004policy/Sept26Promoting an Enterprise Culture.pdf
3 FastTracAustraliahasalsochallengedAustralia’s businessownersandleadersto developanenterprise
cultureasthefoundationfor globalcompetitiveness.GreatGameof Businessis the keyinterventionto
building this culturethroughtheprocessesdevelopedbyjackStackat SRQ With agrowthin sharevalue
from 10centsin 1993to over$55 in2000.
4 KeiretsuAJapanesetemidescribinga looseconglomerationof firms sharingoneor morecommon
denominators.Thecompaniesdon’t necessarilyneedtoown equityin eachother(www.investopedia.com)
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Future Distributed company

I
Australia,therearemanyforcesagainstsuchstructures,suchastaxation,corporate

regulationsandaccountingpracticesin thelegacysystemswe inherit from pastpractices.

In this proposalthecompanywould haveseparatelegalentities (the circle) within thenew

“conglomeratecorporation”with eachsubelementhavingalegal contractwith thehead

organisation.Suchasfigure 2 comparedwith thecurrentstructurefigure 1. Eachindividual

entitywouldbe globallycompetitiveandmaybepartofmorethanoneorgamsation.

current Divisional company

Thenewstructureis critical forthesurvivalof employmentprospectsasthegrowthof

internetcompanies,whichwill competewith eachelementwith thelargerstructures.The

mosteffective entitiesandthereforegloballycompetitivein afreemarketwill bethebest

collectionof theseentities,someofwhich maybevirtualanddistributedglobally.

Thismaybeviewedas insourcingandnotoutsourcing.This newtypeof entity(networkof

companies)mayalsobe necessatytoadjustto the“innovationblowback”Thedisruptive

impactis nowconfinedto developingcountries,but “blowback” from thissurgeof

innovationcouldquickly be unleashedon therestoftheworld. To meetthechallenge,

establishedbusinessesmustlearnnewskills—not leastimportant,an abilityto orchestrate

Figure 1 Figure2
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I
complexnetworksof specializedenterprises~thatintroducetechnologicalinnovationas

competitivestrategy.

3.5.1 Knowledgecapital

Theconceptof actuallyvaluingtheknowkdge(thatis mostlythetechnicalknowhowand

innovativeideasthatproducenewproductandservices)in a firm is beinglookedatand

mayprovethattheactualassetsofthefirm arenotwheretheaccountingmodelshowit to

be.It is clearthattheconceptofKnowledgeCapitalwhenclarifiedandimplementedwill

helpourbalancesheetto be moreeffective.“In aconstantlychangingknowledge

economy,theonlysustainablecompetitiveadvantageis theknowledgecapitalofafirm.

This knowledgecapitallies in themindsof thefirm’s employeesin eitherexplicitor tacit

form, waiting to be reaped.”6

The OECDministersagreed“... thecritical importanceof ‘intellectualassets’,including

thehumancapital,innovationandbusinessnetworksin enhancingproductivityandin

sustaininggrowthin acompetitiveglobalmarket.The ministersproposedaprogrammeof

workaimedatimprovingunderstandingoftherole ofintellectualassetsandtheir

importanceto economicperformance”~‘
TheAGCCgrouplookingatknowledgecapitalin Australia8indicated,“Studiesin the

USAhighlight thatmorethan60%of theassetsof organisationstodayaretied up in

knowledgecapital,whichundercurrentaccountingrules andpractices,is neither

representednorvalued”.TheGlobalAccessPartners(GAP) grouparealsopushingthe

envelopein this areaalsowith a GAP CongressonKnowledgeCapitaLThis will be in

MelboumeNovember2005,which will cover“How businessesmeasureandreporttheir

knowledge-basedassetsundercurrentaccountingpractices,andwhat areuniversal

5 www.mckinse~uarterly.com/ab g.aspx?ar=1558&L2=21&L3 =35
6 KnowledgeinOrganizationsDefinition,Creation,andHarvestingSmitaKothuri, May, 2002

gseweb.harvardedu
7 MinistersmeetingattheOECDin IstanbulMayof 2004
8 AustralianGovernmentConsultativeCommitteeonKnowledgeCapital
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standardsfor KnowledgeCapitalassessment”9which will be thekeydiscussiontopicsat

this strategicintemationalconference

3.6 Education,youngachievers

We shouldeducateourstudents“to createajob andnot just lookfora job”. Eventhough

Australiahasaworld-classeducationsystem,we focuson corporateemployeesfollowing

the largecorporatemodeL

To do this will requireachangeright backin theearlyeducationsystemto rewardthe

traderattributesandcreatea nationofbusinesspeople.An importantlessontakenawayby

theauthorfromhis five yearsworkingwith Toshibain Sydneywasthat“eveiyoneis in

sales”atleastwe haveto sellourselvesandouruniquetalentsandgifts. Thereis aveiy

interestingproductcalledYOMPO,which is aimedatinspiringentrepreneursandis an

interactivemodel,whichdevelopsa pictorialbusinessplanandcanhelpstudentsandnon-

businesspeopleunderstandtheelementsof businessandtheequityprocess.This with the

helpof successfulmentorshasthepossibilityofimprovingtheunderstandingof the

technologybusinessprocessandshouldaid innovationin theseareas.

3.6.1 Lookingatschool

We alsoneedto changeourapproachto childrenat schoolandin thehome.

o A2yrsoldstartstodrawonthewalldoyou

o Tell themto stopwhichdiscouragesinnovation

o Givethemsomepaperto drawonorpin it on thewall

o A 8 yr old trend setterstarts to collect ninja turtles (a collection of pictures and

personaldrawings)andmakefoldersandothersfollowedthetrend

o Doyoubantheactivity fromschoolasdisruptivewhichdiscourages

innovation

9 http://www.globalaccesspartners.org/kcflyer.pdf
10 YOMP is RoyalMarinesslangdescribingalongdistancemarchcarryingfull kit. in.wikipedia.orgThis is
analogywithwhat is requiredto growanewbusiness
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o Encourageenterprise

o A 18 yr old is too advancedfor the class and changesthe settings on the school

computer(the studentknowsmorethantheteacher)

o Tell thestudentoff andbanfromtheclasswhichdiscouragesinnovation(the

schoolsaction)

o Givethestaff furthertrainingandsetup an environmentfor experimentation.

3.7 Supplychainissues

TheconceptofDisintem~ediation”orremovingthemiddlemmis affectingoursupply

chainsandmanyAustraliancompanies,whicharein essencedistributorsorresellers,will

be disconnectedfrom thecustomersasthechangein productsrichnessandreachboth

improvewith the introductionofnet-basedbusinessl2.Theneedto developunderstanding

in this areais criticalto thesurvivalofmanyofthelocal companieslet us showthem

beforetheygetto thestartof adeclineseethestarin Figure3-1 *

3.7.1 Asianmodel

TheAsianmodelobservedfirst handduringtwo yearsrunninganSE Asianinvestment

fund.Thefamilyandtheconceptofsavingfaceareverystrongandasmentioned,the

Keiretsu,all havean effectonthebusinessinnovationprocess.Asianchildrenarepushed

throughacomprehensiveeducationsystemandmakeformidablebusinessnegotiation

challengesto futureAustraliacompaniestrying to do businessin Asia.Wearenottheonly

onesaffectedas“JapanBracesfora Designedin China’World. TheToshibaCorporation

is pbnningatenfoldincreasein thenumberof engineersat its newchip development

centrein Shanghai,to 1,000by2004” ~ The Chineseengineeringprogramsgrowthneeds

to be seenasastrategicissueto ourfuture,as it is reportedthataround60%of the

1 iDisintermediationis eliminatingthe middlemen;companiescanselltheirproductscheaperandfaster.
ManypeoplebelievethattheIntemetwill revolutionizethewayproductsareboughtandsold,and
disintermediationis thedriving forcebehindthis revolution(www.webopedia.com)
12Blown tobits EvansandWurter
13 www.bchinab.com
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graduatesfrom Chineseuniversitiesare engineers.Australiamayneedto activelygrowour

engineeringbaseandselectandtraintheengineersof thefutureif we wantto partakeof

thefruits of ourinnovations.

3.8 Final note

Australiahasallowedmanycoredevelopmentsto go overseasandnowneedsto innovate

in newareas.Onecriticalareais theenvironmentaltechnologywherewe haveaunique

opportunityto takeadvantageofthediversityof climatesandtechniquesto manageit. Let

us retainsomeinnovationsanddevelopnewones.

Theauthorhasbeeninvolvedwith theestablishmentof over100companiesin Australia

andSouthEastAsiatogetherwith investmentsin 30 ofthese(Aus$4CM). He also ran a

programfor 1000entrepreneursfundedbytheMalaysianGovemmentin Malaysiain

2001/2. This theauthorbelieveshasprovidedastronginsightinto thesuccessfulattributes

forcompanyfounders.It is interestingthatthis is summedup intwo books“Soarwith

yourstrengths”’~whichencouragesus to lookandbuild onourstrengthsandnotforever

lookandtryto fix ourweaknessesandabookcalled“First breakall therules” (of

conventionalwisdom)~ . This drawsfrom assessmentof80,000successfulmanagersby

Gallop.Theonethingtheyall havein commonis thattheyall broketheconventionalrules

given in theMBA andbusinessprograms.

14 Clifton.D (1992)Soarwith yourstrengthsDell PublishingNY
15BuckinghamMi & CoffmanC. (1999)First breakall the rulesSimon& SchusterNY. USA
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Manyofthe ideasexpressedin thispaperarenotneworrevolutionaryto thestanding

committeemembers;however,it is importantto lookataholistic solutionto thecomplex

problem.

This includes

Thegovernment to anychangepolicies that areanti innovativeandreward

innovation

Themedia to reportandsupportlocal innovatorsashero’s

The businesscommunity to recognisetheneedto innovateto survive

Theunions to enableourpeople(theirmembers)to innovateand

eventuallyproducean enterpriseculture

Theuniversities to supportgrowthofdisciplinessuchasengineeringand

scienceto producetechnologyinnovationandenterprise

innovation

Thesociety to electrepresentativesatall levelswhounderstandtheneed

to encourageAustraliato competein theglobalsearchfor

effectiveandusefultechnologyinnovations

I would like toth~ theStandingCommitteeon ScienceandInnovationforthe

opportunityto contributeto this criticalreview

StanJeffery

ManagingDirectorIntegratedCompanyGrowthServices(ICGS) andDirectorUniversity

ofBallaratTechnologyPark
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