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HUNTER INNOVATION – GROWING AN
INNOVATION ECOSYSTEM
Hunter Innovation 2018 – above the national average
The Hunter Research Foundation (HRF) has been collecting
data on local business innovation since 2009. Each yeari, 300
local businesses are asked whether they introduced new or
significantly improved goods and services in the year prior.
In 2017, forty-six per cent of Hunter firms stated that they
introduced new or improved products or services, the
highest proportion since HRF began data collection in
2009. In 2018, 45 per cent of Hunter businesses said that
they innovated during the year prior. This rate is above the
national rate of businesses claiming to have successfully
introduced or implemented a new good or service (17%) or
any broader innovation (38.3%) in 2016-17. The Hunter rate
is on par with the proportion of businesses claiming to be
innovation-active Australia wideii.
HUNTER BUSINESSES ‘INNOVATING’* (LAST 12 MONTHS)
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In 2018, of those Hunter businesses who said that they
innovated, only 10 per cent were introducing innovations that
were ‘new to the world’, a figure lower than the 14 per cent in
2017. This figure is, however, above the Australian figure of 8.4
per cent in 2016-17. In 2018, 17 per cent of Hunter businesses
identified their innovation as ‘new to Australia’, while 31 per
cent said they introduced innovations that were ‘new to
own industry but not outside own industry’. Of those Hunter
businesses who stated that they innovated, 70 per cent
indicated that their innovation was ‘new to firm only’ in 2018.
This figure compares to 75 per cent of firms nationally who
introduced new or significantly improved goods and services.
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* Note: From 2009-14 “innovating” is defined as introducing
‘new’ goods or services, from 2015 this definition was changed
to introducing ‘new or significantly improved goods or services’.
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The rising figures since 2013 suggest that regional
businesses are becoming more innovative. Alternatively,
businesses may be more aware that incremental and
adaptive change constitutes innovation and/or aspire to
innovative practices. Similarly, accurately characterising the
novelty of an innovation will be dependent on knowledge
about the industry nationally and internationally. How
readily businesses adopt such innovations is a keen interest
of the state and federal government as it influences their
productivity and export prospects.
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In 2018, while almost 60 per cent of Hunter businesses sell
outside the region, only 15 per cent sell outside Australia.
Improving the number and performance of exporters is
critical to improving overall regional productivity, according
to recent work by the UK Centre for Citiesiii. The Hunter’s
industries and firms need to enhance global connections,
and promote access to international supply-chains and
offerings that are actually new-to-world.

Business Benefits – new practice rewarded
The OECD estimates that as much as 50 per cent of longterm economic growth of its member countries can be
attributed to innovation, and this contribution is expected
to growiv. Data on Australian firms support the macro
arguments linking innovation and economic growth.
Australian Bureau of Statistics (ABS) data show firms
are more likely to report increases in sales, profitability,
productivity and firm size when they are innovation active.
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Green-shoots – growth in knowledge intensive
segments
As global trade increases, an emerging challenge for
regions and nations is to attract high value-added activity
in traded industries. Higher value activities have been
shown to be a greater source of multipliers and spill-overs
for local economies. Innovation sectors are a key source of
competitive advantage in this regard, being characterised
by the making of a unique product or service that cannot
easily be reproduced or outsourced. Innovation sectors are
also characterised by employing workers with a high level of
educationv.

Our Hunter time
series confirms that there
is a relationship between
innovation and improved
performance. It also shows that
the benefits for firms
who innovate have
been growing over
time.
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Our Hunter time series confirms that there is a relationship
between innovation and improved performance (selfreported). It also shows that the benefits for firms who
innovate have been growing over time. In 2009, almost a
decade ago at the start of our series, there was virtually no
difference between innovators and non-innovators in the
share of firms reporting good or very good profitability.
In 2018, firms who are innovating are more likely to report
that their profitability was ‘good or very good’ than noninnovating firms. The same is true of firms who are hiring,
exporting, and experiencing good trading performance.
Greater benefits are reportedly accruing to innovators
versus non-innovators in 2018 compared to 2009.
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It is estimated that 40 per cent of Australian jobs are
at risk of automation in the next 10-15 yearsvi. Already,
occupations that are ‘high touch’ and ‘high skill’ have
grown, while routine low-skill jobs have been shed. The
future of work for today’s 15 year old will be one shaped
by automation, globalisation (including the rise of the
‘virtual global worker’) and greater collaboration, according
to the Foundation for Young Australiansvii. It is a future in
which employment may be non-standard with an increased
emphasis on entrepreneurial and portable skill sets.
In this context, the release of 2016 Census of Population and
Housing data produced sobering statistics for the Hunter
region. Between 2011 and 2016, job growth remained strong
and favourable for health and social assistance, education
and construction. However, the region’s overall rate of
employment growth had fallen. Substantial job losses in
manufacturing contributed, as well as a slowing of job
growth in mining following the wind-back in mining capital
expenditure.
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The region had shown minimal change outside of
health and education from 2011 to 2016 in other,
knowledge-intensive segments, such as professional,
technical and scientific services, information, media
and telecommunications, and in finance and insurance
services. Comparatively, these industries experienced
strong growth in Greater Sydney and Greater Melbourne.
The region is showing ‘green shoots’ in knowledge-intensive
segments according to recent ABS data on counts of local
businesses. From 2015 to 2018, there was strong growth in
information, telecommunications and media businesses and
in businesses within professional, scientific and technical
services in Newcastle and Lake Macquarie. Businesses
counted in ‘information, telecommunications and media’
grew by 28 per cent in the Newcastle local government area
(LGA) over the three-year period, with 22 per cent growth in
these businesses in Lake Macquarie LGAviii. This is a rate well
above the national growth rate of nine per cent.
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Open Innovation
Innovation is no longer just for a select group of
organisations. All firms have an imperative to do things
differently and better.
Open innovation is the idea that knowledge creation and
innovation are now more distributed, more participatory and
more decentralised. As well as traditional modes of research
and development (R&D), firms are utilising suppliers,
customers and other firms to drive innovation.
In this kind of more informal knowledge exchange, proximity
is a critical factor. Much of the innovation process is
transferred through workers, entrepreneurs, funders, and
institutions that are in close proximity to one anotherix.
As the geography of innovation shifts to facilitate these
informal transfers of knowledge, innovation districts – dense
clusters of research and commercial activity – become
increasingly relevant.
Proximity arises when large companies co-locate with
‘anchor’ institutions - like universities - but also near
small firms. Small firms increasingly serve as conduits
to innovation through supply chains, acquisitions, or
the attraction of talent. The value of being networked
in a community of highly skilled workers and start-ups
increasingly appeals to corporates as they see that they can
outsource and collaborate to innovate.
Paybacks for firms from collaboration with the ecosystem
include: spill-over effects from other firms and industries
(new technology, knowledge, suppliers, markets and talent);
being better able to respond to uncertainties in demand;
developing stronger social and information networks;
and reduced costs for internal research and development.
Companies that encourage employees to participate in open
innovation, through the cooperative generation of ideas,
have been shown to be more profitable.
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Innovation
is no longer just
for a select group of
organisations. All firms
have an imperative to
do things differently
and better.
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LINKEDIN CONTACTS (BY LOCATION)
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SOURCE: Australian Government, National Cities Performance
Framework Dashboard, 2017.
* ’Newcastle-Maitland’ defined using ABS, ‘Newcastle-Maitland
Significant Urban Area’. Includes Newcastle, Maitland, Cessnock
and Lake Macquarie Local Government Areas.

Developing external networks
Connectivity is an essential ingredient, to build innovation
and export potential, and to create a vibrant local
ecosystem. LinkedIn membership data for 2017, available
through the National Cities Performance Framework,
provides a sample of the professional population in each
Australian city. Connections are based on the locations of
the people connected to the individual members living
in these cities. The data below show the extent to which
member connections are external (national or international)
or internal (local).
Compared to other, similarly-sized, Australian cities,
employees in ‘Newcastle-Maitland’ have a greater number

of contacts that are local. They also have a smaller
proportion of national contacts than their counterparts in
cities like Geelong and Wollongong, and smaller proportion
of international contacts than those in Australian capital
cities. A need for workforce networks to be more externally
focused, and to reach into new economy segments, has
been highlighted by the Regional Australia Institute (RAI) as
a necessary next step for the Greater Newcastle regionx. In
contrast, workers in capital cities can make do with a high
proportion of ‘local contacts’ because there is much greater
access to suppliers, competitors and markets locally. That is
one reason that firms locate in capital cities.

Companies that encourage
employees to participate in open
innovation, through the cooperative
generation of ideas, have been
shown to be more profitable.

OPPORTUNITIES AND CHALLENGES
An innovation ecosystem needs access to markets, talent,
financial capital, and support for growing entrepreneurs and
start-ups. A supportive, risk-taking culture and a favourable
business climate are required, as are anchor institutions like universities, suitable digital and transport infrastructure,
built form that supports urban consolidation and mixed-use,
networking assets co-located with economic and physical
onesxi, and desirable places to live. Greater Newcastle
already ticks boxes with the light rail and transport system,
smart city elements, growth of the innovation network,
plans to expand port and airport capabilities and develop
the university and health precincts. To attract corporate
investment and the local talent that it requires, add strong,
collaborative leadership to implement a common vision.
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