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Preface

This is not intended to be a scholarly introduction to the multi-dimensional concept of innovation. An eclectic bibliography is provided for those readers who wish to explore this complex subject further. But the main intention is to draw on the author’s lifetime of exploration of this slippery subject in order to draw out its many facets and to seek to explain the way in which the many faces produce a sparkling and valuable whole. In the process, the basis for the identification of organisations that would appear to have a high degree of innovativeness, and for assessing them against the many dimensions of innovativeness, will be explained. 

The overall process will lead to the identification and profiling of the most innovative organisations – sorely needed in an Australia that plumbs the bottom of the OECD tables in terms of company innovativeness, links between research and commercial activity and investment in knowledge intensive businesses. It is our intention that their high performance will stimulate and demonstrate to others what is required to be innovative in the global knowledge economy, and the benefits that can flow to staf and shareholders, the national economy and the great Australian society.
What Do We Mean by Innovation?
Innovation is now a fairly commonplace terms. Just a few years ago it was restricted to the economic and policy cognoscenti, who claimed to know exactly what it was about. Nowadays, business people and politicians who ten years ago would not have known how to spell the word now fling it around with gay abandon, as an unquestioned, and probably unquestionable, good. To quote Bill Gates: “Never before in history has innovation offered promise of so much to so many in so short a time.” 

But what does it mean? The only common element, accepted by even the figurative person in the street, is that it has something to do with novelty. A check of the etymology informs us that it derives from the Latin ‘innovatus’, the past participle of innovare – to renew or change, and that it entered English usage in the mid-sixteenth century. Thus we find Francis Bacon, the founder of modern science, remarking: ”As the births of living creatures, at first, are ill-shapen: so are all Innovations, which are the births of time. Surely every medicine is an innovation and he that will not apply new remedies must expect new evils, for time is the greatest innovator.”
It is rather strange then that such an everyday term should have so many different definitions. A common one is “the act of introducing something new, and something newly introduced”. So the same word is used for both the process of producing something new, and the new thing produced. No wonder it causes confusion. And then, there is the common self-referential definition, such as: “innovation is the act or process of innovating”.

If you are not sufficiently challenged by now, try this set of definitions of innovation:

· new products or processes;

· the successful introduction of a new thing or method;

· the process of turning creative ideas into reality;

· a management process that requires specific tools, rules, and discipline;

· the core process of organisational renewal;
· the means of changing the costs of transactions in a network; and

· the means for extracting economic value from knowledge.

This could be enough to turn you into a misoneist – strangely a less common term for someone who hates or fears innovation, and there are plenty of them about.

The introduction of the term innovation into the economic literature can be attributed to Joseph Schumpeter, who defined it quite broadly, in his The Theory of Economic Development published in 1934, as:

· the introduction of a new good or of a new quality of a good

· the introduction of a new method of production

· the opening of a new market

· the conquest of a new source of supply of raw materials or half-manufactured goods

· the re-organisation of an industry.

Cutler, in the recent review of the Australian innovation system, noted that the definitions of innovation allow it to be identified only after the event. “If we are going to influence innovation outcomes, we need an active appreciation of the dynamic processes associated with innovation that lead to change. Thus we can describe innovating and being innovative as the creative problem solving designed to produce practical outcomes.

But, in the end, we are faced with the conundrum that we are trying to describe and define a process for which by definition no rules exist. Once the rules have been written, it is no longer innovation. True innovation must, in some sense, take us into a new territory with which we are, at least in part, unfamiliar. It is a permanent journey into the unknown, or as Neils Bohr put it, the pursuit of that brief moment between when a new idea is unthinkable and when it is obvious.

How to Measure Innovativeness?
The measurement of innovation and innovativeness has been the subject of intense effort over the past twenty years. A variety of innovation indexes have been developed, almost all based on the measurement of a mix of inputs into and outputs from innovation, rather than innovation itself. The most commonly used input measure is R&D expenditure, which constitutes a company’s investment in developing new knowledge on which innovation can be based. A common output measure is protection of intellectual property, through applications for patents and trademarks, on the basis that knowledge recognised as intellectual property can become the basis for extensive innovation. One such approach has lead to an Australian Innovation Index Scoreboard.
 
The Oslo Manual developed under the aegis of the OECD provides guidelines for standardising national surveys of innovation, including the following categories of expenditure relevant to innovation: acquisition and generation of relevant knowledge new to the firm by research and experimental development or acquisition of embodied and disembodied technology and know-how, tooling up and industrial engineering, industrial design, production start-up and marketing for new or improved products.
But while measures of knowledge and financial inputs and outputs are relevant to some innovation, they by no means measure innovation and innovativeness. More importantly, they have little bearing on what are now generally regarded as the most important drivers of innovation, viz:
· new business models

· strategies to source innovation from outside the organisation through strong networks with suppliers, customers, business partners and researchers

· organisational design and processes that provide the capacity to both explore and exploit at the same time.

Moreover, it is necessary to recognise the ostensive nature of innovativeness. We may be, at this stage, unable to produce a precise metric to objectively measure innovation. But we can all readily point to examples which we all agree as being highly innovative – the Sydney Opera House, Super 14 Rugby, the Sydney Olympics volunteer system, the Apple i-Pod, the Toyota Prius hybrid car. 

The only way to effectively assess innovativeness is to explicitly recognise its multiple dimensions, to combine quantitative and qualitative measures, and to bring to bear the seasoned judgment of a wide ranging group of experts.
Hence, the criteria of performance that we have developed are based on four distinct areas of organisational innovative performance:
1. innovation commitment which addresses the structural, organisational, managerial and process components;

2. innovation investment  which captures quantitative data about  in R&D, service innovation, knowledge acquisition and innovation-related training;

3. innovation outcomes designed to capture outputs and outcomes of a qualitative and quantitative nature from engaging in innovation, such as proportion of sales from products or services less than three years old;

4. innovation culture which rests on assessment of the organisation in terms of trust, risk-taking, openness, collaboration and flexibility.  

The measures of innovation commitment reflect the extent to which the organisation has established a clear role for innovation in identifying and driving towards the desired future, and has embedded innovation deeply in organisational processes and capacities. Without this deep commitment, innovation can occur but is usually accidental and incidental to the business, as opposed to being systematic and recurring – a feature of the way the organisation goes about its business.

Innovation investment reflects the more traditional level of investment in knowledge generation, acquisition and application and skill development, which are a necessary input into innovation, but do not guarantee particular innovation outcomes. It is apparent that some organisations extract much greater value from their innovation investments than others. One particular measure of significance is service innovation, which is increasingly recognised as being of at least equal importance as the more familiar categories of product and process innovation.

Innovation outcomes measure, in quantitative and qualitative terms, the extent of innovation achievements. Many of these measures provide a basis for international comparison, all too often indicating the relatively poor performance of Australian firms. For example, the OECD Science, Technology and Industry Scoreboard 2007 reveals that only about 30% of large Australian firms reported an in-house product innovation over the period 2002-04, compared with more than half of large firms in countries such as Austria, Canada, Korea and Germany.
Innovation culture encompasses the crucial qualitative features of an innovative organisation. It is well understood that flexibility, a willingness to experiment and to take risks, linked to rapid learning (what 3M calls ‘fast failures’) are what marks the trly innovative organisation. ‘Business as usual’ is an unacceptable state of mind and operation. The extent of the innovative culture is commonly associated with the brand or public image of the organisation – a measure of the extent to which it is generally seen as doing new and better things.
The complete instrument is displayed in Table 1.
Different organisations will perform better or worse than others against these four selection criteria, or will find some more relevant than others. However a genuinely innovative organisation could be expected to perform strongly against all four criteria. Organisations which pursue innovation in a committed and systematic way, purposefully searching for and analysing opportunities for change and adapting to the continual shifting of the goalposts, that will be marked as truly innovative.
Addressing Different Types of Innovation

However we recognise that there are many different types of innovation and innovativeness that will display different characteristics against the four categories of selection criteria.

Many typologies of innovation have been developed. One familiar distinction is that between radical and incremental innovation.  Another approach distinguishes between product, process, position and paradigm innovations. Much larger lists have been generated of varying value.
Many innovation awards commonly seek to identify the best performer in an industry sector (eg best innovation in manufacturing) or by size (large, SME), activity (eg exports) or age (best new company), But we would argue that the essential features of innovation almost always involve the crossing of boundaries. The most innovative organisations are systematically innovative, leveraging upon innovation in one space to create added advantage in another. Thus, a product innovation can trigger a transformation of service, which opens up opportunities for innovations in financial packaging and logistics, flowing on to marketing innovation and ultimately, perhaps, the formulation of a new business model.
In order to reflect the boundary-crossing and leveraging characteristics of systematic innovation – the mark of committed innovativeness - we have developed six distinct, generic categories:

1. Business innovation – innovations and innovativeness that contribute substantially to the performance of the organisation.
2. Management innovation - innovations and innovativeness that contribute to the ways in which an organisation addresses strategy, markets, processes and performance.
3. Social innovation - innovations and innovativeness that contribute to meeting social needs and delivering social benefits of all kinds.
4. Digital/Online innovation - innovations and innovativeness that contribute to enhanced learning and knowledge management by any means and in any sector.
5. Science-based innovation – commercial product, process or service innovations based on significant scientific advances.
6. Technology-based innovation - commercial product, process or service innovations incorporating significant technological features.
In addition, a special award has been created for the category of individual, rather than organisation-based innovation.
Assessing the Innovation Candidates
***This section will need some input from those more directly involved than me

· A list of potential candidate organisations were compiled from a wide range of sources, including the IPRIA R&D and IP Scoreboard, recent innovation competitions in a variety of sectors, and Fast Thinking databases. These companies were invited to nominate for the innovation award.

· The innovation awards were widely publicised through Fast Thinking which invited companies to nominate themselves.
· All candidate organisations were invited to complete the Innovation Award Template (Table 1)

· The applications were assessed by a distinguished panel of experts which included:

Conclusions

The recent review of the Australian innovation system concluded:
“Innovation is not the problem, it is the answer. Innovation is not the opportunity; it is the imaginative response to opportunities…We are entering an era when the global economy is being transformed before our eyes, with huge local implications. Innovation is pre-eminent in this transformation. New players are emerging, and around the world small countries like our own, which have already grown rich on the spoils of innovation are renewing their commitment and redoubling their efforts…Our report identifies that the [Australian] system requires renewal, refurbishment, recasting and where necessary, re-imagining.”
Addressing and assessing innovation which is now characterised by its systematic, flexible, amorphous and boundary-crossing nature itself requires innovative thinking. We are not assessing the latest management tool, even though it can be that. Rather, the process we have devised seeks to identify and at the same time communicate the fluidity and ambiguity which is the mark of the innovation we need in Australia. And being innovation, we recognise there is immediate need for further development in these processes.

The Innovation Review also recommended that “the Australian Government should experiment with the use of prizes to stimulate innovation”. These experiments may best be conducted by initiatives like this one, shaped and driven by market-exposed organisations – Fast Thinking, the Open Universities, and the Australian Centre for Innovation - that recognise and practice the central importance of innovation.
TABLE 1
Open Universities Fast Thinking 
 Innovation Award Template

A.
Organisation Information
1. Organisation Name___________________________________
2. Respondent Name ​​​​​​​​​​​​​​​​​​​​​​​​​​​​​​​​​​​___________________________________
3. Email contact ________________________________________
4. Number of employees (current) _________________________
5. Major Business Sector (tick one)


Agriculture/mining

□

Manufacturing


□

ICT



□

Health/Life sciences

□
Infrastructure/Transport

□


Business services

□


Creative industries

□


Education


□


Non-profit/NGO


□

Other - please specify: ______________________

6. Innovation award you are applying for (more than one possible):

Business and Management   □
   Social    □   Learning    □   Science and Technology   □
B
Innovation Commitment

7. How does your organisation define/describe innovation? ______________________

      ________________________________________________________________________

8. Does your organisation’s vision or mission statement contain an explicit reference to creativity or innovation?   

YES     □       NO    □
If Yes, please insert the relevant phrase_____________________________________
_______________________________________________________________________
_______________________________________________________________________
_______________________________________________________________________
9. Which of the following statements best describes the place of innovation in your organisation?  (tick appropriate boxes)
· Occasional, unplanned innovation





   □

· Formal efforts to foster innovation through training, knowledge management and rewards
   








   □

· Innovativeness makes a significant and measurable contribution to the bottom line   □

· Individuals and groups are empowered to independently pursue innovation
   □

· Innovativeness is the strategic culture throughout the organisation

   □
10. Do you have a Director/Manager responsible for innovation? 
YES   □   NO   □
11. Do you select and support innovation champions? 
        
YES   □   NO   □
12.  Do you use a formal decision making process (stage-gates or milestones) to manage innovation?




        YES    □  NO  □
C
Innovation Investment

13. Expenditure on R&D




 $________ % of turnover_____
14. Expenditure on service innovation

 $________ % of turnover_____
15. Expenditure on knowledge acquisition 

 $________ % of turnover_____
16. Expenditure on innovation-related training
 $________ % of turnover_____
D
Innovation Outcomes
17. Number of innovations in the past 3 years

New to your organisation ________

New to your industry ____________

New to Australia ________________

18. Proportion of sales from products/services < 3 years old    %_________
19. Contribution of business process innovations < 3 years old, through savings and/or sales, to turnover $______
20. Have you introduced a substantial innovation in your business model in the past 3 years?       YES 
    □

NO
    □
If yes, briefly describe it and its impact on your competitiveness______________
______________________________________________________________________
______________________________________________________________________
______________________________________________________________________

______________________________________________________________________
21. Has an innovation your organisation has introduced had a significant social/community impact in the past 3 years? Briefly describe, with evidence:

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

______________________________________________________________________
22. Has an innovation your organisation has introduced had a significant impact on learning/education in the past 3 years? Briefly describe, with evidence:

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________
23. Increase in value of your IP portfolio in the past 3 years $_______%_____
24. Can you estimate the RoI on your investment in innovation? %_______
E
Innovation Culture

25. How would you rate your organisation against the following criteria?

High
Medium
Low

· fostering of entrepreneurial activity
  
  □
      □

   □
· awards/rewards to staff for innovativeness
  □
      □

   □
· trust and open communication about new ideas
  □
      □

   □
· risk aversion




  □
      □

   □
· organisational flexibility



  □
      □

   □
· levels of collaboration inside and outside
  □
      □

   □
· involvement of customers/suppliers in innovation □
      □

   □
F
Innovation Image

26. Briefly describe the image of innovativeness associated with your organisation and its products, services and contribution_______________________________
_____________________________________________________________________

_____________________________________________________________________

_____________________________________________________________________
_____________________________________________________________
� Intellectual Property Research Institute of Australia, University of Melbourne, R&D and Intellectual Property Scoreboard, 2006.


� Chapman, M., Berman, S., and Blitz, A., Rethinking Innovation, Fast Thinking Boks, Sydney, 2008. 


� All data should be based on the most recent year’s accounting
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