Contractors Deliver -

Innovation Levels on the Rise

Innovation Analyst, Dr Karen Manley from the CRC for Construction Innovation reviews new data from the
Australian Burcau of Statistics (A BS) about rates of construction innovation. The numbers show increasing
innovation levels and reveal where the most innovative conieactors are to be tound.

e Iotest Ausiralion imnovalion shalisfics wene reacsed by
thee ABS O few wbsaiks 00 Thie shotishcs cower Gl Ausirolion
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reference perods. ‘Innovation’ & deflined of the use of new or
significantly mproved goods. services, o procasses, The daio
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GROWTH IN CONTRACTOR INMNOVATION EEEFS PACE WITH
OTHER INDUSTRIES

Chart 1 shows that in 20022000 27.7% ol contfaclan whans
undertaking innowation, while in 2004-2005 1his fguee had nsen
13 JLEE. This Ncracsa of 3.4 percantoga points Owad O P ysir
pediod |5 roughly soual 1o the overoge growth over [hes somme
period for budirgsses ocrost al Austnoban indusines, which wos
3.F perceniage ponts.
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Oty doio on the o al inrovalion endaeraksn (ABS B158.0,
2004}, shows thal confracion pul most eflort info innovofion in
rronogana and operotionol processes. wilh lesi effan going into
developing nerw goods and services. This o a legeeal amshoss far
eanlracion Ervanm Thal afficiency In the delivery of conshucied
assals & thar key concarn. Dala on mnovation by cormullanls
ond suppdisn sacing e cormiruclion indusing swoukd no dound
shinw |hie opposite semphash, with their focus being new goodk

g services. Despite coniracions grealer emphoss on process
inmavalion, ther invokameant in goods ond services nnovalion &
Growing ropicly,

LOOKING AT GROWTH IM DIFFERENT TYPES OF INNCVATION

Cincart | shwcrees Thicl Debeesen 2002- 2000 ond S004- 20048 fre incidence
ol imnovotion In goods and services in fhe conilrocBon irndusing®
rran thon doubled, increasing 8.7 percentaoge poinds from 7.8%
ol contractors inrovaling bo 14,58 of conlracion innovalirg.
Thoe e e INCrecss led ol Asirahan noushes was lower ot &
pErcentoge ponss, During the sams paviod, conirachor nnovation
in aparaliona proceses increcsed 4.7 percentoge poinks and
only 2.7 percentoge points oorods al-indusined. The construciion
incustry aka showed manginaly highes growth for innovation R
monagoriol procosses aof A% perceniogs points compannsd 1o ha
alkindusties average of 4.5 percentage points. Despite supenos
grovwh inlindivichal innevalion Colegonas, confracton have dightly
loweer overal growth becouse mony mom confrachons underhook
multiple iInmovation bypes in the loiher period, inlaling growih rales
iy Corlegones

t is mteremsh gy By revienw which confrachomns ara diving fhis gromdh
Ara Bhay In Visloria or Hew South Wales? Are fhey lorge or small
coniraciony

HOW ARE CONTRACTORS PERFORMING NATIOMALLY?

Thes rabe of coninac borinnovalion vores maroedly acress the slabes
orvd femitories, o5 shown in Chort 2
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Charl T Fercenbage of constrection businesses innovating by thabe
and beeritory, 20042005

Thanks 1o Geg Esane for assistance In interpreting this chorl, Ak,
mcabe el the rasulfs o the towr srmaliest popubation canknas [T,
WT. 1A% and 54} kol high relafive standord &mors of Defween 2o
and S0 Howewar, even asuming fhe highes! level al emor AT
gerlommance i 25%. higher fhan thod of NSW

Controcion con foke some responsioiity for e oulcomes in This
char, an hed nnovotion oetormancs hos bean crificaly influenced
By thei inlermal cullure ond The pradiopadibon ol ownsn and
managers kwong innovation, Howevaer, innovoiion padormonce s
asa infuenced by the hyvpe ol prapects required by dienls ond he
copabilhy of cliants. Mone Comgsss ".Jl-:':-_L"l:'.ll. and rmone Sopable
~hants ko ho higher innovaion ooporfunifies. Ths is refecied in Char
2. Despile e Tocl el ACT o MT repeesent vary smoll meorkets,
during the relference penod they hosled a number of kandmark
proiech such as fhe Alice o0 Doradn Rolkeay, These projects imeohae
g Chalamngat hal credte innosalicn opporfuniied. Futhaimmare,
riersiote experie i leahy to hove been ireoked with these projects,
riluencing 1he behovicur ol local subconinechons.

Moving o fhe ather and al the chod, Tosmanio's parformanc e is Boahy
0 howe baan dominatad by s smal koo mokat and ossockated
abdance of innovalon copodurihest, The oppaiile alfect aopaans
not 1o dominate in MEW which alio e poor parformdancea. Tha
rasus may rafiect thar rge populohion of conlrachan. ncludng a
orge proporion of Auskaaiia's sralen controcion. | s shown abker
n ing afcle fhal smalar buunessas ora e lkaly o nnovahe, so
gt fe InQusing Composrion n MW moy arog oown 15 osencl
nncafcn rare. The NEW resull may albo refect the dominance of
rekatively stondord constmuchion projects andior relatively Iow levels
af lechnical competency wilhin chent ongansctions: bodh of which
wiDUEE Consincan nnoyvahion opEormunifias.

Thie siroinag rasult For 34, Ccowld indlcofe the exshance of compatent
clants, or landmark prajecits, parficulary projecis amphoticing
Ceasithed @nvinonmental outcomes, such as e Panahiedd Sanmwoler
Harsesting inlliafg, Howewvet than 5 o broadar infuence os South
Ausiralc hes the highest rote of innoyation in the Souniry, whien
gcoouning lor businesses oonss ol Indusires., Ths may suggest tho
gavemment inilkalives ach o the Centre i imovaiion and Lipskil
A ore having O poubve alled!

Conlracionin Ve, Cid and WA thare a Smiker progendly 1o inncvols
hay thicese incSaA, IFor Vic, the result & ikedy o nefec building consiruction
aEockaledwith e thowsoss Dackiands devslopmeEn]. For @i, kehy
drivars Inciuade rapdd populaton growih, infrasyechrne invesimant.
ihe redowces baom ond high kevek of chent compabancy wikhin
govammeant apencas. For W, the nesounces Doom ond an ower

reoisd sconomy ane cbviows opportunilies for conrachor inncvation,
Togetnes with thes, e s some evidence ol Dusnasspaopls in WA
have a Hong dedie o do il el way® and o avold -\'_||.l|_'I-::-\'_1Ii|'r'=|
s Bahaiour of B pean D e agslam shakads, winch San ofve
inmowation. indesd this culhurgl desing to be ee of rodifion has
B, arguisd 1o axist in WA, Gid and M supparng thedr sirang
pertcemanca m U 2

DOES SIZE MATTERE?

Tha dicta show hal conlrackor innosalion rales wary according 1o
N Moy Smployeas thay Rava, af shown in Choet 3.
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Charf 3 Percenlage of businesses innovaling. by indushry. by
employmeni size, 2004 and 2005.

For both the corstuc ion industry ond clbindustias, the dosg show
thal mnovalion rales increass with number of em ployesd. This is dos
hex larger businesses having mone resouscas awalable lor innowation

nichicing emiployes ideas, The dato olso show ot longe conirac o,
employing more thon 100 people, are more nnovative than the
aeerage for lorge bulinedsies ocnods the whole Autiralon aconomsy

The s quita an acfesvamant and suggests Thot Krgs BUsineseds oon
play auselul raks i puliing innowation theaugh the supply Shain, by
Felping 1o upskil 1hesr subconiocton

i terrme of smal businesses, with betw=en § ond 19 amiployees,
Chart 3 shows ol construcion busifsisss huresa a similer innowation
rate o e overcge performance of thek pees in ol induiiies. Tra
most morked difference in innovation rates bebweon conbrocion
and the all-indusiry averoge is lor middle-sized businesses, which
amploy batwaan ) and PF paapha, Ror s s0e Ol Soeirachor's
parformance is morkadly lass than tha Australion avaroge. This
firdireg suggedt thal palicy makant should focus ther alfenticon
on asElng medum-sEed continaclor 1o imgroyve Thad nnovation
nerformanoe,

Medum-sized businesses lock both the Infimocy ond flexibiiity
af smalér basinassa: and the extendve résounce-bote of langer
CumnsEsEs. Both Can mabe aMaciv rGHI“ﬂl'lil"i'El-""'lﬂl"'{lgE'l'l'ﬂ.'l'l’l'l'i."‘i'-‘:
difficuit, This problam oppaarns bo hava hod o porticulaly sigrifican|
mipach on medivm-sred busin=sses in the corstruction indussny,
whane ihe qualy of relafonshigs B oucial, given 1ha damonds of
femponang. mulipla-shokensicer projech
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THE CHALLEMNGE AHEAD

Desaite the AR5 stotistics showing iome posilive construction
innovation oulcomes, fhe infar-ndustry ranking of conlfochon

SmainG PooL as shown in Chear 4.

Consinuchon s poor periormance in fhis chorl & refeched in ofner
ARS doto which shows The indusTy s ako ranibed 3rd loil ocnoss
all Ausirabon incustles In berrms of the proportion ol espendibure
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Chart 4; &ustralian induiirles by percenfoge of busineises
innevating, J04- 2008

on mncvetion. and 2nd lost interms o 1he proponian ol iIncomes
gananatad fram irmovafion (ABS 81580, 2004]. Both Sndings refec
e ircd s iry ™S rela ey I lennal Ot [Ty e o ] lZJC“'-I'"':.' ] Hﬂ‘ﬂ'ﬂi onc
sarvices, The process inndwalion wiich dominates the constnac lion
imdustTy is regquinsd 10 imDicsa project parformaonce, while happily
for controchon i moy cosl less fo fund thon goods ond Sarices
innoregtion, it isolso hord o atibute nocme ho peocas innoyotion.
Thus it wulkd appsar thot the expendibure and mcorme datha 15 ess
concenning fhan S cval incicence data in Chor 4,

Tha riotive pafodmancs ol Me cormiucion nousin In Terms
Al differsnt tvpes of nnovofiornralaled aspendiium Can olso Ba
sawigwlcl. Examinalion of ABRS doloeyaols o similarhy lowr ianking n
terms of iIntellechucl propesty, Iraining and markeding aypendiure,
Himwiregr, consfruction's parlormance formochineny ond aguigmant
asxpandiiure k beter, witho middke ranking ecross ol indusines | MBS
B 300, 00,

r summary, the lalest ASS doto indicotes the shengihs and
wiecknassas of Austrolon conhracion in lerms al ther iInncvotan
parfarmance, In recagniicn of e iImpoiance of e Consirection
inclustry to national prospsrity, fhe Commoneedin CGovernment
establshed the Cooperative Beseorch Centre {CRC] lor Cardlrucfion
Irvzeeafion i 2001, The BTE Praec! ol 1ha CRLC for Canstruchon
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Imnovalon, and ofther Contirucihan innovaohon projecls, one
actively engaged in mseling mesdiume-sited conlraches and ofhel
construction indushtry porficipants o achieve Fhair iInnowarkn
pabential. Visit weess brite.croclinfo o Giishance inimgroving your
inncvation parformance,

Thie CRE for Constuckon Innovalions G natonol Solotorason
af 21 induley, govemmment and eseanch parfness koussed on
craciing technologies. tools and processas hor Fhe propsarty
dasign, constuction and foclity monagement sechars, AN
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#  Tha comwireciion imdusiny i dofinad by the ABS ai man and fode Sonbocion
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