Driving Innovation:
The Boardroom Gap

DATA PACK

From June through September 2019, the Australian Institute of Directors
(AICD) in partnership with the University of Sydney Business School
undertook a study to examine the approach of Australian boards to
innovation.

The study consisted of a survey of AICD members, interviews with Directors,
and an extensive literature review to compare Australian directors’
perspectives with international counterparts.

This document contains the questions and results of the AICD member survey
in anonymised format.
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Question 1 -What is your gender?

Prefer not to say
(0%)

Female _—
(38%)

~~_ Male

(62%)
n=476
*Note: Some figures may not add up to 100% due to rounding.
Question 2 — How many boards are you on?
30% 30%
17%
0,
6% i 5% 5%
0 1 2 3 4 5 More than

5

n=476

Question 3 -Which of the following best represents your current role in your primary
board?
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Board Member -
Managing Director /

CEO \
(9%)

(6%

l Board Member - Non
Executlve Director
(52%)

Question 4 —-How many people currently sit on your primary board, including yourself?

Board Member -/
Executive Director
(10%)

Board Member -
Chairman
(23%)

n =476
*Respondents could select all that apply.

16%
15% 15% 15%
12%
10%
9%
8% I
3 4 5 6 7 8 9 More

than 9

n =476
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Question 5 — In addition to your director responsibilities, what additional expertise do
you bring to the board?

Audit & Accounting | GG 5%
Business Development, Sales & Marketing || | GcNIEINGINNNNE 11
Communications and External Affairs |l 2%
Engineering | 3%
Finance |G
General Management || EGTGTNNNGNGEGEGEGEGEGEGEEEEEEEEEEEE 1
Human Resources & Administration ||l 3%
Industry experience || EGTcIEGNGN'TINNNNNEEEEEE 1
Innovation, Product Development & R&D | NG 10
International experience || 3%
Legal N 2%
operations || G0 2%
Science and/or Technology | 3%
strategy | 15
other |GG 2>

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

n=476
*Respondents could select up to three answers.

Question 6 ~Which of the following best describes your organisation?

Other

Public sector (3%) P‘fb|'C|V
(11%) listed
’““ (14%)
Private
(28%)
Not-for-
Profit
(44%)

n=476
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Question 7 — In which Australian state or territory is the organisation headquartered?

Australian Capital International
Territory (6%)
(8%)

Western Australia

(8%)
New South Wales
(26%)
Victoria
0,
(27%) \\ Northern Territory

(1%)

South Australia
(7%)

Tasmania
Queensland (3%)

(14%)

n=476
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Question 8 -Which industry most accurately describes the majority of the

organisation’s business?
Rental, Hiring and Real Estate Services
Health Care Equipment & Services GIC
Retail Trade
Transport logistics
Information Media and Telecommunications
Emerging industries and high tech
Business & Legal Professional services
Aerospace and defence systems
Administrative and Support Services
Accommodation and Food Services
Mining
Arts and Recreation Services
Public Administration and Safety
Education and Training
Transport, Postal and Warehousing
Manufacturing (including automotive)
Human Resource/Recruitment
Wholesale Trade
Professional, Scientific and Technical Services
Electricity, Gas, Water and Waste Services
Financial and Insurance Services
Retail Consumer
Not-for-Profit
Agriculture, Forestry and Fishing
Health Care and Social Assistance
Construction

Other

n =476

1%

1%

0%

%

3%

2%

1%

%

1%

%

4%

2%

%

7%

%

3%

%

1%

7%

3%

9%

%

14%

3%

19%

3%

A

Ea

1%

1%

T

| 2%

T

2

1%

T

N

]
I
2
%
B

I

7%

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%
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Question 9 — What is the organisation’s total annual revenue in the past financial year (in
Australian dollars)?

M Less than $10 million

m At least $10 million but less than
$100 million

B At least $100 million but less than
$250 million

M At least $250 million but less than
$500 million

B At least $500 million but less than
$1 billion

B At least $1 billion but less than S5
billion

H At least S5 billion to less than $10
billion

$10 billion or more
= N/A

n=476

Question 10 — When was the organisation established?

37%

17%
14% 15% 10%

Prior to 1980 1981-1990 1991-2000 2001-2010 2011-2019
n =476
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Question 11 — What is your best estimate of how many employees the organisation
currently has, including all locations in Australia?
Enterprise (1,000+ Micro (1-5

employees) \ employees)
(13%) — (15%)

Large (200 - 999
employees) \

(20%) —  Small (6-20

employees)
(19%)
Medium (21-199
employees)
(33%)
n =476
Question 12 — How would you classify your organisation?
Startup

(8%)

Mature Scale-up
(32%) (12%)

\ Established
(49%)

n =476
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Question 13 — Does the organisation have an innovation vision and/or does innovation
feature prominently within the organisation’s strategic plan?

The organisation has
an innovation vision

— (23%)

o The organls?tlon do'es
not have an innovation
vision and innovation
does not feature

Don’t know p::r':ti:ei:th:awnit;z:/i)ts
(1%) gicp 6

Innovation features
prominently within
the organisation’s
strategic plan
(52%)

n=476

Question 13a — Which of the following best describes the type of innovation that exists
within the organisation’s vision or strategic plan?

Product (goods or services) innovation that is || GcINcNNINNzN 12%

new to the organisation I 20%
- FEE
I 16%
I 11
I o2
I 11
I 5%
0% 5% 10% 15% 20%

B But existing to the organisation's market
B And new to the organisation's market

Process innovation that is new to the
organisation

Organisational innovation that is new to the
organisation

Marketing innovation that is new to the
organisation

n = 356
*The question was only asked to respondents that selected the options 1-2 in Q13.
**Respondents selected all that apply.
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Question 13b — Over what timeframes does the organisation plan to realise its
organisational strategy or innovation goal?

60%
50% 48%
40%
30% 27%
20% 17%
10% 4% 4%
0% I I
Lessthan 1year 1-2years 3-5years 6 - 10 years Innovationis an
ongoing activity
n = 356

*The question was only asked to respondents who said that their organisation had an innovation vision or that
innovation featured prominently within their organisation strategy Q13.

Questions 14 — What are primary drivers of innovation in your organisation?

Innovation is primarily driven by:

driven by customers’ needs. 22%

an organisational capability that is part of
. L 18%
everything the organisation does.
varied throughout business units and /or
. 15%
geographies.
driven by regulatory or geopolitical changes to

0,
the organisation’s industry. e

driven by disruption caused by technology. 13%

driven by disruption caused by evolving business

[0)
models including increasing global competition. 0

unplanned and approached on an ad-hoc basis. 10%

0% 5% 10% 15% 20% 25%

n=476
*Respondents could select up to 3 attributes.
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Question 15 — What are primary drivers of innovation in your industry?

Innovation is primarily driven by:

driven by customers’ needs. 20%

an organisational capability that is part of

0,
everything the organisation does. 20

varied throughout business units and /or

0,
geographies. L

driven by regulatory or geopolitical changes to
L 17%

the organisation’s industry.
driven by disruption caused by technology. 14%

driven by disruption caused by evolving business

o)
models including increasing global competition. L

unplanned and approached on an ad-hoc basis. 13%

0% 5% 10% 15% 20%

n =476
*Respondents could select up to 3 attributes.
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Question 16 — Consider the following responsibilities related to innovation: sponsoring,
owning and executing innovation. Who in the organisation is responsible for each of these
activities?

mCEO [ Senior executive team

m The Board M A separate division with the primary goal of innovating
H Chief Innovation Officer W Someone else

Sponsoring:

1% 0% 2%

\

Owning
3% 2% 3%

\

Executing

1%

$»

n =476
*Respondents were asked to select one role for who is most responsible for each innovation activity.
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Question 17 — What do you see as the role of the board in innovation?

The board sets the
innovation strategy

for the executive The board
team. collaborates with the
(14%) executive team to

jointly develop and
oversee the
innovation strategy.
(50%)

Other

(1%) /
Innovation is not a
matter for the board.
_\
(1%)
The board is
consultedonthe . ———
innovation strategy
and activities.
(16%)
The board oversees
the innovation \
strategy of the

executive team.
(18%)

n = 476, items= 592

Question 17 (Group 1) — What do you see as the role of the board in innovation?

The board sets the
innovation strategy for the
executive team.

Other  (16%)

(1%)
~__

Innovation is not a matter innovation strategy.
for the board. \ \ 44%
(1%)
The board is consulted ona/
the innovation strategy an
activities.
(19%)

The board oversees the innovation
strategy of the executive team.
(19%)

The board
collaborates with the
executive team to
jointly develop and
oversee the

n =218, items = 334
*Respondents could select all that apply.
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Question 17 (Group 2) — What do you see as the role of the board in innovation?
The board sets the innovation strategy
for the executive team.
(12%)
Other
(0%)
Innovation is not a T~
matter for the board. \
(2%) N

The board is /
consulted on the

innovation strategy
and activities.
(12%)

The board
collaborates with the
executive team to
jointly develop and
oversee the
The board oversees the innovation innovation strategy.
strategy of the executive team. (59%)

(16%)

n = 258, items = 258
*Respondents could only select one role.

Question 18 — Which of the following skills has the board incorporated as part of its
board’s skill matrix to address the current and future challenges of the organisation?

strategy and Risk |, 19
Corporate governance/regulatory _ 17%
Industry experience _ 16%
culture | 129
Product development and innovation _ 7%
Digital disruption ||| EGGG—_ 7%
International experience _ 6%
Science and Technology _ 6%
cyber security ||| G 6%

Sustainability and Climate change - 4%

Other - 2%

0% 5% 10% 15% 20%

n =476
*Respondents were asked to select all the answers that apply.
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Question 19 — Does your board have the necessary skill sets and experience to access the
implications that the use of modern technologies present to the organisation, its
workforce and society more broadly?

Yes, the board has Yes, the board has the right
the right skills and skills and experience to assess
experience to the ethical implications
assess the ethical including planning for societal,
cultural and workforce impacts.
. (16%)

No
—_— (21%)

and practical
implications.
(35%) \

The board has a sub/
committee who is

responsible for assessing Yes, the board has the right skills and experience to
the ethical and practical assess the practical implications including assessing
implications. competition, customer needs, operating models,
(6%) workforce capability, and regulatory compliance.
(22%)
n=476

Question 20 — In the past three years, how often is innovation (broadly defined) listed as
an agenda item for your board to consider?

Don’t know
(4%

Never been an
agenda item \
(17%)

Occasional _———
agenda item
(40%)

Ongoing agenda
item
(39%)

_—

n=476
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Question 20a — How do innovation-related agenda items compared to other agenda
items?

Only the amount of information provided was
comparable with other agenda items
(9%)

Only the quality of
information provided was
comparable with other
agenda items
(7%)

L Neither the amount or quality of
information provided was
comparable with other agenda items
(i.e. for the innovation agenda item,
the board has received less
information and lower quality
information than for other agenda
items)
(23%)

The amount and /
quality of information
was comparable with

other agenda items
(61%)

n =476, items = 373
*The question was solely asked to the respondents answering ongoing and occasional agenda items in Q20.
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Question 20b — During the board meeting(s) in which an innovation-related agenda item
was included, which of the following most closely represent what happened during the

board meeting(s)?

The innovation-related agenda items
were given sufficient time for
discussion but decisions were not
made
(24%)

The innovation-related
agenda items were not
given sufficient time for
discussion but decisions
were still made
(8%)

The innovation-related
\ agenda items were not

given sufficient time for
discussion and decisions
were not made

The innovation-related (5%)

agenda items are given
sufficient time for
discussion and decisions

were made
(63%) /

n =476, items = 372
*The question was solely asked to the respondents answering ongoing and occasional agenda items in Q20.
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Question 21 — What mechanisms or processes has your board put in place to elevate
innovation to the board level for discussion and recommendation?

The board has sought for
The board has not implemented innovation to be captured as
any mechanisms or processes to part of regular agenda items
elevate innovation to the board

level

(27%)

The board has
requested innovation
be reported on an
irregular or as needed
basis

(21%)

such as, current significant
issues, risks, strategy or as part
of the organisation’s key
performance indicators

(41%)

The board has set innovation
as an ongoing stand-alone
agenda item to be discussed
at each meeting

(11%)

n=476
*Respondents were asked to select all the answers that apply.

Question 22 — Who from the following list have you engaged to discuss innovation or
technology related matters with?

Members of your primary board

33%

Qualified or experienced innovation or technology experts who
are not part of your primary board or the organisation

22%

Academics or researchers from a university or recognised
scientific organisation

15%

A consultant from an Australian consultancy

13%

Members of another board or the director community

A consultant from an international consultancy - 5%
Other . 3%

0% 5% 10% 15% 20% 25% 30% 35%

9%

n=476
*Respondents were asked to select all the answers that apply.

Driving Innovation: The Boardroom Gap — Data Pack 17



THE UNIVERSITY OF
ot/ SYDNEY

Business School

Compan
Diregtorz

Question 23 — If the organisation has undertaken any of the following innovation activities
in the past three years, how effective have these activities been in delivering outcomes for

the organisation?

Centralised R&D unit or division within the organisation
including innovation labs or incubators

Whole of organisation innovation/transformation strategy

Source R&D or innovation support from external sources or
innovation is outsourced to another organisation including
innovation labs or incubators

Strategic partnerships (academia or research centre)

Strategic value chain partnerships with suppliers or vendors

Mergers and Acquisitions integration (including strategic
investments in startups)

Strategic partnership with startups

Exploratory trips to innovation hubs such as Silicon Valley,
Israel, Europe, or Singapore

Setup an innovation outpost — in innovation hubs/centres such
as Silicon Valley, Israel, Europe, or Singapore

B Not monitored

=108

m Not at all effective

B Somewhat effective B Extremely effective
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Question 24 - Consider all the organisation’s innovation activities over the past three
years, what were the outcomes the organisation was hoping to achieve?

Other (please specify)

The outcome of innovation activity isn’t measured

Developed strategic insights or better understanding of
your core markets

Ability to test new ideas more effectively

A reduction in unnecessary processes and bureaucracy
A reduction in costs
An increase in revenues

An increase in the number of customers

An increase in customer satisfaction 16%

Creation of a new customer value proposition 16%

Not applicable

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

n =476
*Respondents were asked to select all the answers that apply.

Question 24a - And did your organisation realise the outcomes it was hoping to achieve?

Other (please specify) h 4%

There has been no opportunity to assess whether the

innovation activities have achieved the expected _ 13%

outcomes

Achieved more than what was expected - 4%

Achieved all the expected outcomes . 3%

Achieved most of the expected outcomes _ 27%

o

Did not achieve any of the expected outcomes F 3%

0% 10% 20% 30% 40% 50%

n =473
*The question was solely asked to the respondents that did not answer N/A for Q24.
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Question 25 — What are the top five risks in the organisation’s risk register to be

managed over the next three to five years?
Risks our directors are concerned about:
Strategic risks including a failure to identify the best strategies and

objectives for the organisation, as well as failing to execute those
strategies.

Financial risks presented by changing markets, credit or liquidity
issues, shareholder activism, and/or risks to key business functions.

Operational risks including threats to business continuity, damage
to brand, equipment and assets, and/or workplace health and
safety.

Regulatory or political risks presented by legal or regulatory
compliance or changes, and/or political uncertainty and shifting
geopolitical landscapes.

Technology risks including ability to scale and respond to disruption
of how your current products and services are accessed and used by
consumers and stakeholders.

Security risks presented either through threats to your personnel,
physical facilities, or cyber security environments.

Commerecial risks including disruption to value chains, threats to

data/intellectual property, intensified global competition and/or -

platform domination/monopolies.

Disruption and innovation risks including emerging business models
in your industry, shifting consumer trends and behaviours, and/or
lack of innovation activity within the organisation.

Workforce risks including the displacement of workers by
technology, upskilling and training, and/or talent attraction and
retention.

Social risks presented by adverse impacts a company may have
on human society and consequent systemic risk or regulatory
responses (e.g. risks associated with modern slavery, aiding - 3%
human conflict, facilitating crime or corruption, mistreating
emplovees, customers or suppliers, or harming the local

Environmental risks including adverse impacts a company may have
on the natural environment, or that the natural environment may 2%
have on a company’s activities (including climate risk).

0% 5%
- Strategy & Governance Innovation & Technology

n =472, items = 1945
*Respondents could select up to five answers.
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Question 26 — What are the barriers challenging the effective implementation of
innovation activities within the organisation?

31%

The human talent to drive innovation
activities

28%

The financial resources to invest in long
term innovation projects

A focus on the short-term financial

performance

The organisation struggles to make and
implement strategic decisions quickly - 10%
enough to keep with the pace of change

impacting our industry

Support from the board
Support from the executive team
Other

0% 10% 20% 30% 40%

n =471, items =983
*Respondents could select up to three answers.
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Question 27 — Given the impact innovation and technology are having on society, how do
you believe innovation should be prioritised at the board level?

The board should be involved in The board should not
innovation as part of its strategy be responsible for
review and risk monitoring. innovation
(36%) (1%)
Other
(1%)

/ The board should be
A/ involved in innovation

as part of its risk

monitoring.
(6%)
\ A board

subcommittee should

The Board should be/

be tasked with driving
involved in innovation mnovoatlon
as a “new normal” J (8%)
way of governing a he board should be involved
business in innovation as part
(29%) of its strategy review.
(19%)

n =470, items = 690

Question 27 (Group 1) — What do you see as the role of the board in innovation?
The board should be The board should not

involved in innovation be responsible for
—

as part of its strategy innovation
review and risk (1%)
monitoring. Other
(36%) (1%)
/ The board should be
involved in innovation
/ / as part of its risk
monitoring.
(9%)

A board subcommittee
should be tasked with
/ driving innovation

The Board should be/ (11%)

involved in innovation
as a “new normal” way

of governing a business
(29%) . .
The board should be involved in

innovation as part of its strategy
review.
(14%)

n =217, items = 437
*Respondents could select all that apply.

Driving Innovation: The Boardroom Gap — Data Pack 22



Rz d| THE UNIVERSITY OF Australian

* Institute of
) SYDNEY i)
Business School Directors

Question 27 (Group 2) — What do you see as the role of the board in innovation?

The board should be The board should not
involved ininnovation____

be responsible for
as part of its strategy innovation
review and risk (1%)
monitoring.
(39%)
Other
/ v
/ The board should be
: \ involved in innovation as
- part of its risk monitoring.
The Board should be/
involved in innovation
as a “new normal” way

(3%)
of governing a business
(27%)

A board subcommittee
should be tasked with
driving innovation
(3%)

The board should be involved in
innovation as part of its strategy
review.

(26%)

n = 253, items= 253
*Respondents could only select one role.

Question 28 — Over the past three years, what percentage of the organisation’s total
domestic expenditure has been dedicated to R&D or other innovation activities?

Know (43%)

Don't Know
(57%)

n =470
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Question 29 — Can you name three innovation challenges the organisation is facing at the

moment?

Number of times (frequency) a keyword has been mentioned in the
open ended question:

Technology [ os
Customer & Client I o5

Market

Funds & Capital
Change

Staff & Workforce
Competition
Business Models
Disruption
Investment
Board

Culture

Risk
Implementation

Finance

n =470

0 20 40 60 80

I <0
I -
I -/
I -
I s
I 30
I s
I
N s

I

3

B

|

100
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