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To the Fishermans Bend Planning Committee, Thank you for the opportunity to offer
a submission in respect to the Fishermans Bend Employment Precinct. This
submission outlines how a ‘Global Innovation Precinct’ could evolve within a broader
economic policy framework and as part of a formally planned ‘Cluster Management
Ecosystem’. The key aspect of this submission is that it leverages, aligns and
integrates three of Melbourne’s key industry strengths, (i.e. healthcare, advanced
manufacturing and education) into a globally unique ‘Smart Specialisation’ strategy.
In the 21st century, no industry can innovate and grow in isolation. Melbourne has
adopted a ‘convergent science’ approach to innovation, especially in medtech, as it
understands that collaboration between multiple scientific disciplines is required to
truly differentiate. The same rationale suggests that Fishermans Bend should also
adopt an ‘industry convergence’ approach to economic development to truly
differentiate itself on the global stage. This ‘Smart Specialisation’ strategy, based on
the European Union’s approach to Cluster Management, will position Fishermans
Bend and Melbourne more broadly as the Asia Pacific Innovation Hub for both 21st
Century Healthcare development and for a new wave of highly personalised Medical
Devices. Please consider this submission as a baseline from which the Fishermans
Bend Planning Committee can begin to formally frame a cross-industry economic
cluster, that would develop around the unique core characteristics and regional
strengths of Melbourne. If you have any further questions, please don’t hesitate to
let me know. I’m happy to publicly and/or privately discuss or elaborate in more
detail on any aspect described within this submission. Warm Regards Steve Zanon
Company Director, Proactive Ageing® Pty Ltd. PO Box 6068, St. Kilda Road Central,
Melbourne, Australia, 8008
e-mail steve@proactive-ageing.com Mobile
0414 467 535
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Introduction
Creating a Vibrant Agile World Class Economic Region
The residents of Fishermans Bend deserve a vibrant world class social and economic environment in which to live. As
the region expands there is a need to develop a local district that is world class in its health and education services;
diverse and dynamic in its business activities; and offers a high level of public services that are attractive to both
residents and workers.
Fishermans Bend is in an advantageous position to enhance its status in the 21st century, attract investment, deliver
new employment opportunities, and provide a lifestyle that makes people want to move to and live in what will be a
socially vibrant location. This submission will outline the framework and processes in which the Fishermans Bend
Employment Precinct could become Australia's leading design, engineering and technology district.
The Fishermans Bend Planning Committee have to date completed a significant amount of valuable regional planning,
which produced a number of important and quite detailed reports. This ‘Innovation Precinct’ submission was
constructed to align with the goals of that visioning. In particular, this submission is defined around the following key
objectives:
•
•
•
•

to bring transformational economic change to greater Melbourne, building on the region’s strengths in a new
and more sophisticated way
to develop a commercially enabling framework, which signals an ‘open for business’ message, that stimulates
all stakeholders to take positive action
to maximise the region’s opportunities for investment, via that ‘open for business’ message, which is backed
up by solid underpinning economic development policies and supporting infrastructure
to create vibrant, thriving, liveable and successful suburban regions, each with a strong sense of identity and
community, an identity that it itself creates

In today’s fast-changing ‘open for business’ world agility will be the key differentiator. Cities and regions must look
beyond what has been ‘change as usual’ and adopt systems for ‘dynamic change’. “Every successful organisation has
to make the transition from a world defined primarily by repetition to one primarily defined by change. This is the
biggest transformation in the structure of how humans work together since the Agricultural Revolution”. says Bill
Drayton, who was responsible for the rise of the phrase ‘social entrepreneur’.

.
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Aligning the Region’s Competitive Strengths
Historically, the economic success of most cities has been built on their unique competitive strengths - the future will
be no different. These are its differentiators, which have enabled it to generate both wealth and jobs to support the
local community. However, strengths are not static and are continually subject to decline and change. Ongoing
success hinges on a city’s ability to plan for, develop and renew its strengths in anticipation of change.
The good news is that the Fishermans Bend Employment Precinct has the key ingredients to execute on a major
Industry Convergence Opportunity. Melbourne’s strengths in the healthcare, manufacturing and education sectors
could be aligned to create a global ‘Smart Specialisation’ around ‘Consumer Directed Care’, which is now compulsory
for both Aged Care ($20 Billion per annum) and the NDIS’s Disability Services ($22 Billion per annum).
The European 'Smart Specialisation' model (ref http://www.oecd.org/sti/inno/smartspecialisation.htm) is based on
combining as many core strengths as possible and aligning them into an emerging 21st century value chain.
‘Consumer Directed Care’ is an extension of our universal healthcare system. It is our entrée into ‘Value Based
Healthcare’, an emerging 21st century health model. Participating in this new global value chain provides a quality
value-added advantage for economic development well into the 21st century.

A Global Leadership Role
Asia is a long way behind Australia in healthcare, and we are well regarded in our operational capability, particularly
for aged care (frailty), rehabilitation and disability, which all have a common service provision. This is an opportunity
to increase our trade with the world at the front of an emerging 21st century global value chain. Few Asian countries
have universal healthcare, but the remainder have all politically committed to their citizens to delivering it. Even the
USA struggles with progressing universal healthcare, so we have an Asia-Pacific leadership position to leverage. But
more than that, our advantage is accelerating as we extend our universal healthcare into value-added ‘Consumer
Directed Care’. These new innovative service models will need to leverage advanced manufacturing skills in ICT,
Assistive Technology and Industry 4.0 as an enabler or stepping stone into 21st century healthcare.

With the national expansion of the NDIS through to 2019, the timing is perfect for the Fishermans Bend Employment
Precinct to begin to proactively develop and sustain strong new 21st century industries that are able to trade into
Asia. To achieve this will require a systematic approach to cross sector collaboration, one that is aligned in supporting
Melbourne’s strengths by leveraging a 'Smart Specialisation' model. This framework will facilitate the transition to an
area that is known for active collaboration and global leadership in innovation.
It is important to understand that manufacturing is embedded in both the economy and the community and cannot
be ignored. As such, the General Motors Holden (GMH) site is a key catalyst location for Fishermans Bend and should
showcases the transition of the Employment Precinct into one of Australia's foremost places for leadership in
innovation. We will need to draw in, grow and leverage a diversity of talent across a variety of local industries to
compete effectively in a more sophisticated 21st century. We live in a new world of platforms and highly networked
organisations – manufacturing SME’s can no longer be isolated entities.
.
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An Environment for Innovation
Innovative communities are and should be magnets for talent, but a forward-thinking commercial centre knows that
building attractive amenities is not enough to draw inhabitants. Citizens today seek an environment for exchanging
and growing ideas in multiple domains and dimensions, which is the vital role that soft infrastructure plays in the
success of a community. By fostering an environment of collaborative exchange, regions can engage both local and
international audiences, and position themselves to involve and activate more community members. Australia must
create urban environments that support this desire for the proximal human engagement that fosters creative energy
or lose our best and brightest to other nations. It is these intellectual habitats that help our commercial centres
surmount the challenges of attracting entrepreneurial people to an evolving metropolis. In turn, it is these innovative
citizens who can help shape our nation into a sustainable success.
These ideals support the primary function of our cities and suburbs, which is not only to house citizens, but to offer
them better opportunities to develop their personal and entrepreneurial potential. Cities need to provide the right
environment, backed by efficient and affordable services and infrastructure. Globally successful regions are inclusive,
aligned to a common well branded purpose (a smart specialisation), and provide economic outcomes for all citizens.
The innovative solutions that they produce are planned, supported and implemented as a result of a continuous
stream of public and private entrepreneurial investments.

Supporting Entrepreneurs
This entrepreneurship is present in all societies, but it manifests itself differently depending on the context.
Productive entrepreneurship corresponds to the creation and expansion of local businesses. While there is little
evidence that government action can affect the overall supply of entrepreneurs in a given economy, there is strong
evidence that it can influence where and how entrepreneurs, or entrepreneurially inclined individuals, focus their
abilities. Strategies that support development on a national, regional, or local scale must consider not only the quality
of the general business climate, but also how government actions affect the entrepreneurial and early adopter
community to co-ordinate action, rather than operate as isolated entities.
European "Experience with programs that support entrepreneurs has called into question the effectiveness of
interventions that focus solely on financing entrepreneurs or developing their personal abilities without paying specific
attention to the operational context" (Isenberg 2010). As a consequence, "Institutional innovators inside and outside
of [EU] government have come to frame entrepreneurship-related interventions as aiming to enable 'entrepreneurial
ecosystems' specifically at the city or regional scale as much as to support entrepreneurs directly" (source: Feld 2012;
Hwang and Horowitt 2012).

Supporting Entrepreneurial Ecosystems
In most industries, business has become much more complex, customers much more demanding and technology is
evolving much too fast for one commercial entity to manage it all. Networks of businesses each focusing on their core
capabilities and differentiators need to work together to provide a ‘system response’ to ever more sophisticated
consumer demands. So cross-sector solutions and convergent industries have become a key theme in innovative
industry clusters around the world. Networked and platform based operational models will win in the digital age. The
business objective in the 21st century is to no longer shield operations behind factory walls but to leverage and
contribute to the regional ecosystem for mutual advantage.
For example, Industry 4.0 technology now enables the consumer to be directly included in a co-design process, and
we can therefore highly personalise the end-product precisely to their needs. But to do this successfully in a
‘Consumer Directed Care’ environment we will need engineers, clinicians and consumers to work across industry
boundaries and be jointly involved in creating highly personalised ‘continuum of care’ health packages.
In recent years, more and more economists have realised that there is huge growth potential untapped in crosssectoral cooperation. They are therefore looking beyond the borders of industrial sectors and integrating different
industries to create substantially improved value chains. While any city cannot be ‘all things to all people’, one of the
best things it can do is to integrate its strengths such that the products and services it develops are more than just
the sum of its parts.
.
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Maintaining a regional centre which is multi-faceted, dynamic, innovative, adaptable and resilient will be critical to
respond to future changes in society, the economy and environmental threats. The Fishermans Bend Employment
Precinct needs a commercial framework that supports these 21st century requirements. ‘Cross-Industry Clustering
Models’ are generally defined as a platform for firms and other actors co-locating within a concentrated geographical
area to cooperate around a certain functional niche or smart specialisation strategy. They establish close linkages and
working alliances to improve their knowledge and collective competitiveness.

The Building Blocks of an Innovation Precinct
The most advantageous path to establishing an innovation precinct is when a community takes it upon itself to define
its social and economic vision and then lays out a pragmatic, step-by-step roadmap and implementation plan.
Government’s role is to facilitate this process. Making sure the vision, roadmap and implementation plan are well
thought out is one of the most critical tasks in the process, and requires the support of cross industry economic
modelling. The ability to identify the most acute bottlenecks, to deploy integrated and scalable solutions and then to
cyclically leverage these outcomes into new initiatives, requires experience and strong cluster process expertise.
To do this effectively, a visualisation tool will be needed. This should be an interactive digital model of the existing
structure and dynamics of the region. Firms need to prepare business cases justifying why each initiative is a good
idea. The business case needs to investigate through an impact assessment the costs and benefits of the project
areas identified as well as the broader economic, social and ecosystem impacts. Local government will require ways
to assess new technologies and integrated services for their region. This may often require modelling tools that
simulate the impact of potential solutions, highlight the interdependencies and key points of leverage.
Cross Industry Cluster Modelling is used to develop a continuous cycle of innovation and economic activity, which
generates ongoing business opportunities, cutting-edge products and new services for SME’s and citizens.
This document builds on the Fishermans Bend Planning Committee’s current plans, investment strategies and the
area’s foundational industry strengths. It involves aligning both the public and private sectors as well as the broader
Melbourne community on achieving three value adding layers of social and economic goals. These include:
1. Industry Enablers – Enabling the Industrial Environment
•
•
•
•
•

Aligning several of Melbourne’s core industry strengths to create a leadership position in Asia-Pacific
Driving new models of healthcare for ageing, disability and rehabilitation that directly benefit the community
Accelerating the adoption of Advanced Manufacturing in both blue and white collar arenas
Getting more people developing and working in emerging 21st century manufacturing and healthcare industries
Building highly productive hard and soft infrastructure with a cross industry perspective

.

© 2017 Proactive Ageing Pty Ltd

Submission - Global Innovation Precinct

(version 1.1)

Page 6 of 38

.

© 2017 Proactive Ageing Pty Ltd

Submission - Global Innovation Precinct

(version 1.1)

Page 7 of 38

2. Employment & Skills – Enabling Human Capital
• Encouraging and engaging private and public employers to participate in a diverse mix of new businesses while
supporting the existing commercial base
• Supporting activity that drives creativity, innovation and provides opportunities for ongoing investment
• Partnering with leading educational and training organisations to develop 21st century skills
• Getting more people learning and continuously advancing their skills as a normal part of work
3. Social & Economic Outcomes – Enabling the Region’s Liveability and Global Status
•
•
•
•
•
•
•

Leveraging social insurance (e.g. the NDIS) as a key funder of innovation
Creating processes and strategies which make it easier for local firms to do business and invest
Offering a continuous stream of incremental smart investments based on hard data that advances the economy
Allowing latent capability to be deployed to help resolve industry pain points
Stimulating investment that builds on Melbourne’s strengths and competitive advantages
Opening up many new opportunities for the export of both products and services into Asia
Growing both national and international exports brings in more wealth and improves our balance of trade

Economic Development Goals
Competitive Success is Geographically Concentrated
Innovation is popularly thought of as deriving from the inspiration of a solo inventor, either running experiments in a
laboratory or building computers in a garage. This belief underpins old models of economic theory, which treats
technological change as originating from outside the system, and not something that can be influenced by economic
policy. In the 1980s, this thinking was largely supplanted by the idea that innovation was best influenced by investing
more broadly in R&D and education across the population which should elevate the system as a whole.
However contemporary innovation policies are increasingly emphasising that investment in research and higher
education is not enough. From the idea of industry ‘clusters’ as proposed by Michael Porter (1998) to ‘learning
regions’ proposed by Richard Florida (1995), a new body of work has consistently emphasised:
1) the role of a physical location in facilitating collaboration, competition and collective learning,
2) the role of networks as the social ‘glue’ that binds local economies together.
Over the past decade the data generated from European innovation clusters demonstrates that developing a
competitive advantage in the global economy is often paradoxically based on local attributes. That enduring
advantages lie increasingly in local characteristics such as knowledge, relationships and motivation. Things that
distance struggles to replicate. On this basis, cluster theory emphasises the local economic underpinnings of
innovation. In particular, it contends that rather than residing in companies or industries, much competitive
advantage resides in populations and locations.
What happens inside companies is important, efficiency is the key factor, but industry clusters reveal that the
surrounding business environment just outside companies plays an equally if not more important role, where
competitiveness, partnering and co-opertition are key factors. The role of locations has been long overlooked,
despite striking evidence that innovation and competitive success in so many industries are geographically
concentrated (e.g. finance in London, Hong Kong and New York, fashion in Paris and Milan, high tech in Silicon Valley,
and movie production in Hollywood and Mumbai’s ‘Bollywood’).

Innovation Clusters and Economic Policy
Professor Michael E. Porter, Harvard Business School offers an excellent summation of the economic impact of
regional clusters. The following in italics is quoted from: “Clusters and Economic Policy: Aligning Public Policy with the
New Economics of Competition” (Nov 2007). All of the technology, industry and economic innovation described in
this document aligns to this philosophy.
.
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The fundamental goal of economic policy is to enhance competitiveness, which is reflected in the productivity with
which a nation or region utilises its people, capital, and natural endowments to produce valuable goods and services.
High and rising productivity, measured by the value produced by a day of work, determines the level of wages that [a
region] can sustain and its standard of living in the medium and long run.
Economic policy to enhance competitiveness, especially at the Federal level, has traditionally focused on opposite
poles. On one extreme, policymakers have sought to improve the general business environment that affects all firms.
This occurs through policies such as macro-economic stabilisation, tax policies to encourage saving, investments in
basic R&D, public support of colleges and universities, infrastructure investments, and antitrust regulations. On the
other micro-economic extreme, policies have sought to benefit the competitiveness of individual firms and workers.
There are many such policies, including loan guarantees from the Small Business Administration and the Export Import
Bank, technical assistance programs, training support for qualifying workers, procurement policies targeting small
businesses, and SBIR grants.

Past policy initiatives aimed at levels in between the general business environment and individual firms have been
widely discredited, and rightly so. Industrial policy, which focuses on supporting individual industries, is distortive and
interventionist. Picking winners, and attempting to nurture them through subsidies and protection, rarely succeeds.
Another example of policy falling between the general business environment and individual firms is support for the
manufacturing sector, based on the assertion that manufacturing activities have special importance for the economy.
However, the distinction between manufacturing and services [especially in light of Industry 4.0] is increasingly
blurred and arbitrary. Moreover, many [traditional] manufacturing jobs require limited skills and are migrating to low
wage locations. Today, it is not manufacturing per se that makes for good jobs, but the level and technology and skills
involved.
However, a crucial locus for federal economic policy has been largely ignored, which is clusters. Clusters are a striking
feature of all modern economies. They involve producers of related products, support services, infrastructure, and
specialised institutions (e.g., training programs and business associations) that arise in convergent fields in a
particular location. Clusters often involve a mix of manufacturing and services, and combine industries in different
parts of traditional industrial classification systems. Clusters as an economic unit, then, are very different from sectors
(such as manufacturing) or industries (such as tires). Examples of U.S. clusters are IT in Silicon Valley, entertainment in
Los Angeles, boat building in Maine, money management in Boston, and light aircraft in Wichita.
Clusters normally arise at the level of regions or economic areas, not entire nations, because of the
importance of proximity to cluster benefits. This is why regional economies specialise, and why
regional economies are a crucial unit in understanding economic performance. Economic policy,
then, must not just focus on the national level but the regional and local levels.
Clusters consist of dense networks of interrelated firms that arise in a region because of powerful externalities and
spill overs across firms (and various types of institutions) within a cluster. Clusters drive productivity and innovation.
Firms that are located within a cluster can transact more efficiently, share technologies and knowledge more readily,
operate more flexibly, start new businesses more easily, and perceive and implement innovations more rapidly. They
.

© 2017 Proactive Ageing Pty Ltd

Submission - Global Innovation Precinct

(version 1.1)

Page 9 of 38

can also efficiently access “public goods” such as pools of specialised skilled employees, specialised infrastructure,
technological knowledge, and others. Clusters embody traditional notions such as input-output linkages, but much
more. Because of the importance of physical proximity in reaping cluster benefits, clusters are often regional instead
of national except in small countries such as Singapore.
There is no national economy, then, but a series of regional economies that trade with each other and the rest of the
world, each with its own particular pattern of cluster specialisation. Such regional specialisation drives productivity
and productivity growth in the national economy. There is growing statistical evidence that regions with stronger
clusters achieve better economic performance and faster innovation.
Clusters represent an increasingly important economic unit, then, but one that has been all but
ignored in policymaking at the Federal level. … Cluster-based policies should increasingly replace
industry-level and firm-level policies, because cluster policy is more efficient, minimises distortions
to competition, and is better aligned with the nature of competition in the modern economy.
Globalisation has made clusters more, not less, important. Falling barriers to trade and investment have exposed
more and more locations to competition, allowing strong clusters to grow stronger while ineffective locations lose
position. Globalisation neutralises many sources of competitive advantage that can be sourced or accessed by any
firm from a distance, such as cheap labour, raw materials, or generic technology. Paradoxically, then, this means that
the advantages of clusters are more important in global competition, not less so. As firms depend more on outside
firms, support services, and local institutions, it becomes more important to locate within a strong cluster to access
benefits that are difficult for outsiders to tap.
Cluster networks span groups of tightly connected industries linked by supplier-buyer relationships, common
technologies or skills, and other forms of externalities. … Clusters can overlap with other clusters. For example,
biopharmaceutical clusters, chemical clusters, and medical device clusters tend to locate in the same regions because
of externalities in technology, sourcing, and other areas. Regions with a presence in overlapping clusters are more
competitive, as new statistical research has demonstrated. Also, the diversification of regional economies often occurs
as new clusters emerge that are related to the clusters already present.
Clusters are key drivers of job growth, wage growth, new business formation, and innovation. … Traded clusters [or
clusters that export], which produce products and services that compete with those produced by other regions and
other countries, are the underlying drivers of prosperity. Traded clusters, because they serve broader markets, can
grow employment and exports well beyond local needs. Traded clusters, which have far higher average wages than
local industries, create the income to afford sophisticated local services and the demand for local industries to grow
beyond the size of the local population per se.

Clusters Create Regional Value
Industry Clusters arise because they raise the productivity of SME’s, which is influenced by local assets and the
presence of like-minded firms, institutions, and the infrastructure that surrounds them. Cluster development
initiatives are an important new direction in economic policy. Building on past macroeconomic efforts, clusters are
the most recent strategy to enhance our competitiveness in today’s increasingly complex, knowledge orientated, and
highly dynamic economies.
Economists explain clustering as a means for small companies to enjoy some of the economies of scale usually
reserved for large ones. An isolated greenfield site in a depressed region where government grants are plentiful may
bring a young company some immediate benefits as it gets to its feet. But in the medium term the young company
may be better off moving away to an expensive piece of urban real estate in another country to gain close proximity
to a significant number of its suppliers, customers and competitors. And often we see this occur as our most
promising companies are forced to relocate internationally to scale up.
Clusters affect regional growth in three broad ways:
1) by increasing the productivity and scale of companies based in the area
2) by driving the direction and pace of innovation, which underpins future productivity growth, and
3) by stimulating the formation of new businesses, which expands and strengthens the cluster itself.
.
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An industry cluster therefore allows regional economies to “hold onto” promising companies, as each member
benefits as if it had greater scale through its (in)formal partnerships with a greater number of local firms, without
requiring it to sacrifice its flexibility.
A well-developed economic cluster provides an efficient means of obtaining a greater range of company inputs
through a deeper and more specialised supplier base, which includes parts, knowledge and employees. Sourcing
locally instead of from distant suppliers, lowers transaction costs. It minimises the need for inventory, eliminates
importing costs and delays, and because local reputation is important, lowers the risk that suppliers will overprice or
renege on commitments. Proximity improves communications and makes it easier for suppliers to provide ancillary or
support services such as installation, maintenance and knowledge transfer. Other things being equal, local
networking is a much better solution than distant outsourcing, especially for advanced R&D and specialised inputs
involving embedded technology, information, and service content.
In this respect, rather than R&D driving innovation, cluster theory proposes that the domestic consumption of
contemporary know-how fuels further R&D activity. The success of clusters depends on the readiness and
interconnectedness of related industries in convergent markets all working together. This generates economic
expansion from knowledge spill-overs, economies of scope (v’s scale), efficiencies in business engagements, and the
more rapid adoption of technology.

In today’s world, there is no such thing as a low-tech industry. There are only low-tech companies that fail to use
world-class technology and practices to enhance productivity and innovation. A vibrant cluster can help any company
in any industry compete in the most sophisticated ways, using the most relevant advanced skills and technologies
available in the region. Executives must extend their thinking beyond what goes on inside their own organisations
and within their own industries. Their corporate strategy must also address what goes on at the 360 interfaces to
their businesses.
Clusters are conducive to new business formation for a variety of reasons. Individuals working within a cluster can
more easily perceive gaps in products or services around which they can build businesses. Beyond that, barriers to
entry are lower than elsewhere. Needed assets, skills, inputs, and staff are often readily available at the cluster
location, waiting to be assembled into a new enterprise. Local financial institutions and investors, already familiar
with the cluster, may require a lower risk premium on capital. In addition, the cluster often presents a significant local
market, and budding entrepreneurs benefit from established relationships. All of these factors reduce the perceived
risks of market entry.
.
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Once a cluster begins to form, a self-reinforcing cycle promotes its growth, especially when local institutions are
supportive and local competition is vigorous. As the cluster expands, so does its influence with government and with
public and private institutions.
A growing cluster signals opportunity, and its success stories help attract the best talent. Entrepreneurs take notice,
and individuals with ideas or relevant skills migrate in from other locations. Specialised suppliers emerge, knowledge
accumulates, local institutions develop specialised infrastructure, training, research facilities, and the cluster’s
strength and visibility grows. Eventually, the cluster broadens to encompass related industries.
Cluster development is particularly vibrant at the intersection of different industries, where insights, skills, and
technologies from various fields merge, sparking innovation and new businesses. An example from Germany
illustrates this point. The country has distinct clusters in both home appliances and household furniture, each based
on different technologies and inputs. But at the intersection of the two is a cluster of built-in kitchens and appliances,
an area in which Germany commands a higher share of world exports than in either appliances or furniture.
Clusters are critical engines underpinning the Innovation Precincts that will make up the future economic structure of
state and regional economies.

Creating the Right Conditions for Innovation
National Innovation Systems emerged as an approach to innovation policy in the late 1980s. But unlike traditional
growth theory which emphasises inputs (such as research and development expenditure), the cluster concept
emphasises the importance to the innovation process of the flow of technology and information among people,
enterprises and communities, otherwise known as Open Innovation. Real innovation and technological development
are the result of complex relationships between actors in the system, and it is the interaction between actors that is
crucial to the process of transforming inputs to outputs.
In recent years, innovative companies
have understood this and aren’t
progressing alone. Instead, they’re
pushing the boundaries of innovation
both inside and outside their
organisations by breaking down
traditional barriers, tapping a much wider
ecosystem for ideas, insights, talent, and
technology, and incorporating the
customer throughout the innovation
process. These more-inclusive operating
models, or silo-busting strategies, include
open innovation, design thinking, and cocreation with partners, customers, and
suppliers, are now all embraced ahead of
traditional R&D, and by a wide margin,
almost twice as many of Europe’s
innovative companies favour these models.
The culture that underpins this type of collaboration doesn’t happen all at once, it must on the one hand evolve
organically but on the other be actively orchestrated by targeting, seeding and framing the environment in the right
way. This strategic balance can be described and managed as a change program by ‘Diffusion of Innovation’ theory.
This is a highly scalable strategy for long-term growth. It relies less on picking winners, bidding wars for grants and
investments in high-profile incubators/accelerators than on creating the right environment for cross industry and
company collaboration.

.
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An Innovation Precinct for Consumer Directed Healthcare
Cities, like Melbourne, with a strong manufacturing heritage are in a unique position to be global leaders in Assistive
Technologies and become international centres for disability and aged care services development. These are large
market sectors with perpetual growth, both here and overseas. Most of these municipalities already have all of the
key industry segments needed to create a viable Cross Industry Economic Precinct with many convergent
opportunities in manufacturing, health and education. A co-ordinated cluster management approach is all that is
required to build on existing strengths and move up into an emerging 21st century value chain. This offers significant
economic and social benefits for the local region as a whole.

For Manufacturing : Approximately 85% of Assistive Technology is imported old technology with a consumer drop off
rate of around 50%. But with new healthcare requirements and recent advances in manufacturing we can build a
vibrant local industry and turn this situation around. Installation, personalisation and ongoing maintenance in-home,
in-workplace, in-vehicle and in-hospital will be needed. We already have a strong skills base from which to draw upon
– e.g. both blue and white collar skills from the auto industry supply chain are perfect for this. This is a relatively
simple sideways industry transition for the majority of manufacturing workers. After industry rejuvenation, the next
step is exports into Asia.
For Health Services : Assistive Technology provides a platform for Aged Care and Disability Services to transition their
business models to the now compulsory Consumer Directed Care (CDC), which is also applicable for more advanced
injury rehabilitation. This is Australia’s entry point into Value Based Health Care - a delivery framework for
restructuring healthcare systems with the overarching goal of providing and paying for specific health outcomes for
patients. It is a patient-centred model, that is designed to replace today’s fragmented healthcare system.
For Education: Assistive Technology is a sector crying out for both blue-collar and white-collar skillsets. The NDIA has
identified that more than 16,000 new healthcare jobs in Victoria will be needed by full rollout. Steve Zanon is already
working with TAFE and Technical Schools to address these newly emerging workforce skillsets.
Manufacturing Skills : A significant blue and white collar skills base and engineering infrastructure exists and
manufacturers are seeking ways to diversify or transition away from the traditional heavy industry base.
Opportunities exist to redeploy factories and a wide variety of skills including:
o

o

White collar skills - engineering design (CAD/CAM), simulation, project management, continuous
improvement, quality assurance, quantitative methods, six sigma & lean methodology, ‘just-in-time’
delivery, supply chain management, factory automation, production planning, asset utilisation, etc..
Blue collar skills – sadly neglected in the advanced manufacturing “story” but vital for assembly, installation,
equipment safety, preventative maintenance, warehousing, logistics, spare parts & servicing, efficient
reconditioning, upgrade and resupply of used equipment, in line with ever changing client requirements.
.

© 2017 Proactive Ageing Pty Ltd

Submission - Global Innovation Precinct

(version 1.1)

Page 13 of 38

For Innovation : Assistive Technology provides an appealing “sweet spot” intersection between two of the
government’s Growth Centres – Advanced Manufacturing (a horizontal industry) & Medical Technologies (a vertical
industry). These are key planks of the government’s innovation agenda and are strong areas of industry focus for
Australia. Industry 4.0 is a key technology platform that will help facilitate the transition to Consumer Directed Care,
moving local industry up the value chain and underpin state-of-the-art healthcare solutions well into the 21st century.

Money is Available : The good news is that there is both enormous consumer demand and available money. The
NDIS has a budget of $1B p.a. for Assistive Technology products, and $21B p.a. for Disability Services. By comparison,
Federal Aged Care welfare payments are about $20B p.a. As a result, the Federal Government is investing in
innovation platforms for Assistive Technology. An example is the NDIA’s Assistive Technology strategy for an
Innovation Hub, which can be found at https://www.ndis.gov.au/providers/assistive-technology-strategy
Australian Leadership : Health systems go through significant historical transformations, from urbanisation to
universal healthcare (our Medicare) to sophisticated social insurance coverage. The NDIS is globally unique in scope
and is at the front of the value chain for its healthcare framework, including its financial reimbursement system. As
health economics in Asia become a key driver for governments, manufacturing needs to join what will be a tsunami
of social services transformation.
The Export Market : Asia is only half-way though urbanisation and only a couple of Asian countries have universal
healthcare, but the remainder have all politically committed to delivering this important social service. Even the USA
struggles to adopt universal healthcare, so we have a leadership position to leverage. Asia trusts Australia for
healthcare operations, particularly for aged care (frailty), rehab and disability, which all have a common service
provision that leverages Assistive Technology as an enabler or stepping stone into the 21st century.

.
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Fundamental Economic Transformation
“An entrepreneurial ecosystem implies cooperative and productive relationships among different organisations. In a
vibrant ecosystem, people and ideas flow between these organisations, starting new business ventures, joining
existing ones, and linking innovations together. (source: Global Entrepreneurship Congress).
There is a fiscal and social imperative to move our industrial fabric beyond last century’s static supply chains towards
more agile economic ecosystems. Australian cities with a manufacturing heritage are in a unique position for at least
four of their existing industries to use this new model of collaboration not only for cross-support but more
importantly to mutually spin each other up. These convergent industries will be able to much better position
themselves in their markets, as follows:
1) Healthcare : disability and aged care are impacted by two key business drivers :
o The Consumer Directed Care (consumer in charge) retail model is now compulsory for NDIS consumers and
Aged Care. Difficult business transitions are now in progress and SME’s are at risk.
o The move away from transactional incident/acute care to New ‘Continuum of Care’ service models.
supported by case management systems and proactive sensor monitoring technology.
2) Manufacturing : An essential industry transition for Melbourne
o White Collar – transition to advanced manufacturing services beyond just the technology. Melbourne’s
manufacturers have expertise in supply chain management, quality processes, just in time delivery,
operational scale, continuous improvement, complex project management and so on.
o Blue Collar – to date, neglected in the advanced manufacturing “story” but vital for assembly, refitting,
maintenance and installation in homes, workplaces, hospitals/healthcare, public transport, private vehicles,
etc.. Led by in-home and in-workplace care packages and universal design principles.
o Unemployment – There is an urgent need for the rapid diversification of our manufacturing sector,
particularly in light of the closure of the nation’s entire automotive industry. The blue-collar workforce
transition will be an important part of any economic development plan.
3) Education : Some Universities and TAFE’s are working towards service delivery that includes:
o Greater participation if not integration with industry, understanding how to differentiate in the market.
o Offering more flexible research skills on-demand.
o Life-long learning embedded in industry business models given the escalating technology changes that
industry now faces.
o Digital badges, more flexible curriculum and shorter course improvement cycles to meet industry demand.
o Verticalising and embedding themselves directly into industry supply chains, actively managing the supply of
human capital.
4) Social Insurance : impacted by two market forces :
o The trend of ever rising costs in their domains of reimbursement must be arrested
o Consumer’s expectations are rising in line with their use of high tech products

Advanced Manufacturing and Assistive Technology
The Assistive Technology Industry
Assistive Technology refers to the breadth of equipment, or technical interventions, in the home, workplace and for
transportation that are needed by people who are frail or rehabilitating, and for people with a disability. These
devices might be highly specialised, personalised to meet individual needs, or they may be as mainstream as a
walking stick or an iPad put to innovative use. Combined with appropriate health care services, this equipment
enables people to participate as fully and independently as possible in community life.
The need for these devices is pervasive. One in every ten Australians relies on Assistive Technology in their daily lives.
9% of the Australian population under the age of 65 experience core activity limitations ranging from mild to severe.
The number leaps to approximately 40% for people over 65 (Sources: ABS 2004; ATSA 2013; AIHW 2011; AEAA 2010).
It’s highly likely to be something that we’re all eventually going to be using to some degree.
.
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Effective Assistive Technology provision can reduce healthcare costs, lessen long-term support expenses, increase
participation in employment and education, and significantly improve the lives of people with a disability, injury,
chronic condition or who are ageing.
The Assistive Technology market in Australia has been conservatively estimated at around $4Billion p.a. The National
Disability Insurance Agency (NDIA) plans to expand its funding for Assistive Technology reimbursement to over
$1Billion per annum when the NDIS is fully rolled out in 2019-20.
Manufacturing and technology companies are interested in tapping into this market for many good reasons …
•
•
•
•
•

•
•

•

•

The great majority of products currently supplied are old technology, allowing for a “NexGen” range to
emerge using more contemporary engineering solutions.
Customer dissatisfaction is high. As most of the existing merchandise are generic ‘off-the-shelf’ products,
they don’t match individual requirements and therefore consumer drop off rates exceed 50%.
It’s a higher margin manufacturing business. Approximately 85% of stock is generic and imported with high
mark-ups, offering local manufacturers scope to generate profits, particularly in product personalisation.
The large volume of consumers across the population offers a mass market into which to sell. Refer ABS
population statistics below.
The retail distribution channels for Assistive Technology are well established and easy to tap into. Retailers
in Australia obtain their stock from approximately 300 importers/manufacturers, with about 80% of
Assistive Technology coming from less than 40 importers/distributors mostly from Europe and USA.
The market is perpetual in nature, as opposed to fashionable, there will always be a consumer need.
Most of the product recommenders are trusted service providers (e.g. Occupational Therapists,
Physiotherapists, Orthotics), and for reputational reasons need to consistently offer their clients the best
solutions in the market.
Barriers to entry for many existing manufacturers are relatively low. Assistive Technology is a superset of
medtech, meaning that the great majority of products do not require the additional TGA approval that the
clinical medtech segment does.
There are opportunities to target a variety of segments within the market - low tech, high tech, medtech
(e.g. TGA approval), engineering support systems, manufacturing platforms and bureau services (e.g.
CSIRO’s lab22). This allows a diversity of manufacturing companies to enter the market.

.
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Looking more broadly at Assistive Technology, there are enormous social and economic gains that this sector offers
(refer ABS statistics diagram). The healthcare needs and the market is so much larger, than just the next “headline
grabbing” medical device, that we often see portrayed in the media. A more systematic approach across the whole
population working on citizen enablement or cohort migration, would provide a far greater positive economic impact
on our health budget and each individual’s quality of life.

This is why a key feature of our social insurance (e.g. NDIS, TAC, Workcover) and ageing government policies is now
about Social Inclusion. This goes beyond just offering Assistive Technology as a mechanism for coping with disability,
ageing and chronic disease. The end goal now is for consumers to participate in society to the greatest feasible
extent, particularly in regular employment and normal schooling. In engineering circles, Universal Design has become
a fundamental theme. This is much more about social inclusion and empowerment than just offering an on-body
“therapeutic fix”.
“Universal Design is the design and composition of an environment (i.e. a building, product, or service for that
environment) so that it can be accessed, understood and used to the greatest extent possible by all people regardless
of their age, size, ability or disability. By considering the diverse needs and abilities of all throughout the design
process, universal design creates products, services and environments that meet peoples' needs. Simply put, universal
design is good design”. Source: The Centre for Excellence in Universal Design (CEUD)
This means that the vast majority of Assistive Technology is now installed in the local environment (i.e. in-home, in
workplaces and for transportation needs) as well as for clinical use. So, the sector requires many apprentice and
TAFE skilled personal as well as high-end design engineers. Due to the on-site installation, personalisation,
refurbishment and maintenance requirements, the ratio of blue collar to white collar workers will be significantly
higher. Assistive Technology is therefore a sector crying out for both white and blue collar manufacturing skillsets.
This provides a great opportunity to increase employment prospects in regions hit hardest by the downturn in
traditional manufacturing.

.

© 2017 Proactive Ageing Pty Ltd

Submission - Global Innovation Precinct

(version 1.1)

Page 17 of 38

Of its $1Billion budget, the National Disability Insurance Scheme (NDIS) will reimburse $450Million p.a. on mobility
and transportation solutions, so many workers from the auto sector’s diminishing supply chains should be actively
encouraged to move into this adjacent industry. The skills are highly complementary.
A key point to encourage this manufacturing transition is that there are many quick wins for a quite a number of
early adopter companies to target and diversify their businesses into Assistive Technology. This is because the NDIS
has an extensive list of product categories, for which it will reimburse consumers. There are 418 product categories in
total, with quite a variety of manufactured products within each of those categories.

The Impact of Industry 4.0
There is a multi-dimensional wave of ground-breaking IT and Advanced Manufacturing technology about to sweep
through a number of industries, including healthcare. This will disrupt many of the mainstream services that we’re
used to. This wave is called ‘Industry 4.0’ or the ‘Fourth Industrial Revolution’. It refers to a convergence of 21st
century technologies which includes robotic automation, composite materials, 3D printing and scanning, the internet
of things, enhanced human-machine interfaces (inc. sensors), more digital manufacturing tools, an advanced
(co)design capability and other technological advances such as artificial intelligence, VR/AR, and blockchain.
Industry 4.0 is a confluence of many trends and technologies, which promises to radically reshape the way things are
made. More than a dozen of the more significant technologies are shown in the diagram below. These trends are
enabled by four recent technological advances:
•
•
•
•

Rising data volumes, computational power and ‘internet of things’ connectivity
The emergence of AI, data analytics, business-intelligence capabilities,
The intersection of the digital and physical worlds (e.g. robotics and 3D printing), and
New forms of human-machine interaction, such as virtual reality systems and touch interfaces

Industry 4.0 changes everything as barriers to entry dramatically drop, and the need for production line economies of
scale fall away. Manufacturing highly customised “batches of one” are becoming a commercially viable proposition.
Because of this we may well see the re-emergence of the local artisan or craftsman, who use a variety of new ‘open’
platforms and digital engineering tools to create their products.

.
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More complex R&D networks and business collaborations are materialising, directly competing with existing
international supply chains. These new business arrangements support much more agile firms in developing more
bespoke and higher value products than the prescriptive ‘off-the-shelf’ products we see today.
All of this opens up markets to new entrants. Start-ups can begin to target (digital) manufacturing as a nimble entry
point in the same way that they target software and apps development today. Although existing SME’s with an
engineering heritage (e.g. auto supply chain) will have a significant skills advantage, which should be leveraged.
Due to the commercial realities around economies of scale, Australia couldn’t make Assistive Technology products
profitably in-country before, but with the new capabilities of Industry 4.0 we certainly can now. The new 'Advanced
Manufacturing' tools and techniques change the profitability / production volume equation in our favour, and allow
high customisation and better-quality components. The economics of manufacturing have changed, and we should
take advantage of that. The Assistive Technology industry is ripe for a leapfrog into the next generation of highly
personalised products.
As the barriers to entry drop with this wave of new technology, SME’s can now enter markets once dominated by
large companies that had ‘economies of scale’ incumbencies. The manufacturing giants of the industry (e.g. Siemens
and GE) have realised this and are quickly moving to digital platforms, SAAS and bureau services to maintain their
global footprint. They understand, in this highly customised and “apps” world, that they need to offer platforms for
local industry and end-customers to develop the ‘last mile’ of user requirements and user experience.
"Australia should see the fourth industrial revolution as an opportunity. If we
establish a broad-based capability to use global engineering and manufacturing
platforms based on advanced materials, the often spruiked [need for] access by
our SME’s to global supply chains is more a reality now than they have been at
any time in the past"
.... Jeff Connolly, Chair of the Prime Minister’s Industry 4.0 Taskforce

Industry 4.0 is now a globally accepted reality that is affecting almost every industry across the world. It is rapidly
transforming how manufacturing businesses operate and many new competitive advantages are emerging. New
commercial models are evolving and incumbents must be quick to recognise and react to these. They include:
•
•
•

•
•
•
•
•

The ability to include the consumer directly in a co-design process, and therefore highly personalise the endproduct precisely to their needs.
Businesses that monetise big data gathered via the Internet of Things (IoT).
The management of ‘Digital Twins’ or real time digital replicas of physical assets. A digital twin uses data from
sensors installed on physical objects to “mirror” their real-time status, working condition or location. This
provides visibility to the real-world operation of manufactured products from the manufacturer’s and/or enduser’s computer system.
Internet of Things (IoT) connectivity provides bi-directional control of distributed objects.
Platform services in which products, services, and information can be freely exchanged via predefined
interfaces. This is open-source software applied to the manufacturing context.
Decentralised decisioning - The ability of robotic-cyber-physical systems to make decisions on their own and to
perform their tasks as autonomously as possible.
Highly networked "plug & play" factories and agile supply networks replacing fixed supply chains.
Pay-by-use and subscription-based services, turning manufacturing machinery from capex to opex.

Advanced Manufacturing and the NDIS
This is a positive development for the future of Medtech, which can now move towards highly personalised devices
and medical interventions. The technology will allow a much better understanding of the needs of the individual, and
how to support highly personalised ‘continuum of care’ service models. This is a major benefit for healthcare, which
as an industry is particularly inefficient, incurring high costs at the operational level, having poor information sharing
within the system, and using a predominance of un-personalised and therefore poor fitting ‘off-the-self’ products.
.
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Industry 4.0 brings many new opportunities for the assistive technology market. With the benefits of co-design,
product personalisation, sensor patient monitoring, continuous timely adjustments and health plan integration, we
can not only significantly advance healthcare in clinical and residential settings, but even more importantly keep
people actively engaged in the home and workplace.
The NDIA’s agenda for the market development of assistive technology can be directly aligned with the Advanced
Manufacturing Growth Centre’s plans for roll out and their parameters for ‘time to impact’. Both organisation’s
industry sector development plans are well aligned, although no-one has documented this until now. Steve Zanon is
the first one to have made a direct linkage between their mutual agendas (pictured below).

Given that approximately 85% of Assistive Technology in Australia is imported old technology with high mark-ups,
Industry 4.0 now provides the opportunity for local SME’s to profitably enter the market and offer a Co-Designed
“NexGen” range of products which better match each individual’s requirements. Customer satisfaction should
dramatically improve (i.e. less drop off rates) and new healthcare services should begin to emerge leveraging the data
generated by real time sensors embedded within the devices.
The Government’s Consumer Directed Care (CDC) initiative and Manufacturing’s state-of-the-art Co-Design
technologies will help drive this evolution since the end-user now has the power of choice over their products and
services. This means that we can now connect buyers and sellers in a new way. Consumers, clinicians and engineers
can jointly co-design a highly personalised healthcare package and its assistive technology supports, all of which is
well monitored and highly adjustable over time to the patient’s needs.
The provision of effective Assistive Technology using these new business models can positively impact long-term
care, rising health costs, increase participation in employment and education, and significantly improve the lives of
our ageing population and those in rehabilitation or with a disability.
However, if Australia wants to establish itself as a participant in 21st century supply chains then some systemic
models and new tactics will be needed. We cannot continue to just do what we do now. We have a real opportunity
to on-shore an advanced manufacturing sector in a couple of niche markets, one of which is Assistive Technology. But
we will need contemporary market strategies and a fresh approach to facilitate the types of multi-sector
collaboration described in this document.

.

© 2017 Proactive Ageing Pty Ltd

Submission - Global Innovation Precinct

(version 1.1)

Page 20 of 38

Assistive Technology as a Healthcare Enabler
There is a much larger economic picture to consider beyond manufacturing. Assistive Technology is a key enabler for
the transition to Consumer Directed Care (CDC), now compulsory in Aged Care and Disability Services. This powerful
enabler provides the platform for a series of important steps forward as the disability and aged care services
philosophy thoughtfully matures from one of :
1) offering coping mechanisms (the historical context),
2) to developing social inclusion strategies (the key theme currently underway),
3) toward universal empowerment (stage 3 – our future ideal).
Consumer Directed Care is Australia’s entry point into Value Based Health Care Delivery - a framework for
restructuring health care systems with the overarching goal of providing and paying for specific health outcomes for
patients. It is a patient-centred model, that will replace today’s fragmented healthcare system. Two key themes of
CDC are Patient engagement and coordinated care. In a value-based healthcare system, patients are not passive
recipients but active participants in designing their care pathways and in measuring the outcomes. Value is created
by having an integrated continuum of care that can provide coordinated treatment for individuals, for specific groups
and segments, with links to the wider community to enhance wellness and drive preventative health outcomes.
The switch to value-based reimbursement turns the traditional model of healthcare reimbursement on its head,
causing providers to change the way they bill for care. Instead of being paid by the number of visits and tests they
order (fee-for-service), providers’ payments are now based on the value of care they deliver (value-based care).
Much of this change is long overdue and quite exciting because it’s driving improvements to the delivery of care by
mandating better care at a lower cost. But for providers and health systems that can’t achieve the required scores,
the financial penalties and lower reimbursements create a significant financial burden. So leveraging technology
enablers will be key to success.

.
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The NDIS, in particular, values
the role of both technology
and healthcare service
providers across the entire
social safety net. It sees itself
as a critical part of a much
broader efficient and effective
healthcare system. Refer ‘3
tiers of support’ diagram.
It is keen to sustain strong links
with mainstream services,
family and community support
to achieve its aspirations of
increased social and economic
participation for those people
with a disability.
The National Disability Insurance Agency (NDIA) has often stated that is keen to see a market with a diverse array of
providers emerge that maximises choice and control for participants. These suppliers will need to deliver high quality,
person centred supports to help participants achieve the lifestyle outcomes defined in their plans. In this respect,
technology both advanced manufacturing and ICT is a services enabler which can :
1) accelerate much greater social inclusion
2) drive greater workforce participation, and
3) create new and much improved healthcare service models
The greatest opportunity that this provides the manufacturing industry is to develop Industry 4.0 solutions to support
(a) workforce and social interaction, and (b) new ‘chronic care’ or long-term ‘continuum of care’ service models. This
provides a substantial change from our current healthcare system, predominately predicated on acute care. It has the
ability to profoundly affect our health economics in a positive way and save governments billions of dollars.
People, with the assistance of community care nurses, will be able to monitor themselves using sensors and IoT
connected products, and therefore take a greater, hopefully proactive role in their own health management.
“Clinician-light” self-care or community care will emerge as specialist clinicians become involved only at or just prior
to escalation points rather than for day-to-day more general diagnosis.

Healthcare Innovation - moving from (1) an acute disease model to
(2) a chronic illness management model to (3) a lifetime continuum of care model.

.
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There will be a greater need for nursing level support and ongoing in-home care as nurses (or equivalents) will play a
much larger role as the regular customer touch point. This will involve Industry 4.0 solutions for plan compliance,
preventative monitoring and ongoing health/quality of life support. Keeping a highly available and solid skills base in
both advanced manufacturing and nursing is becoming a much bigger imperative than we currently realise.
GP's may become “health package designers” with specialist clinicians acting within escalation processes, as sensors,
assistive technology, continuous monitoring, process automation, AI, personalisation and case management systems
gain ground. Tailoring each person’s environment (home, workplace, transport) to their unique needs will become a
major manufacturing opportunity.
This could mean that the healthcare services pyramid flips upside-down, where a consumer’s ongoing regular touch
point is a (telehealth) nurse, rather than a GP. Aged care already employs active case management under a lead
nurse practitioner. This will help to addresses the biggest operational cost issue – people !!!
We’ll need to find ways to more productively balance the healthcare workload across clinicians and a range of
nursing specialisations if we are to afford our future health costs as a nation. There is a much larger role for nursing
practitioners. Chronic, disability and preventative care, each requires ‘continuum of care’ case management with
proactive escalations rather than the incident based model we use today.

Next generation Assistive Technology will provide a much better
understanding of the healthcare needs of the individual, and
how to support a highly personalised ‘continuum of care’ service,
using a more cost-effective workforce.
There are of course export opportunities as well. Asia already looks to Australia as a leader in Universal Healthcare
and Aged Care operational models, with AusTrade leading a number of delegations overseas. We have an
opportunity to stay at the cutting edge in Asia and maintain our regional leadership by developing new models of
healthcare. China will quickly duplicate the underpinning technology, but our experience in healthcare services (inc.
social insurance) will remain much in demand, if we keep innovating at this level.

The Changing Landscape of Healthcare
The Introduction of Consumer Directed Care
Consumer Directed Care ($42billion+ p.a.) is designed to give more choice and flexibility to our citizens, and is
therefore driving the assistive technology market forward, supporting new models of service delivery. Consumers
who receive NDIS Payments, Home Care Packages, or Residential Aged Care now have more control over the types of
products and services they access, including who delivers them and when.
Consumer Directed Care (CDC) is an approach to the planning and management of care, which allows
consumers and carers more power to influence the design and delivery of the services they receive, and allows
them to exercise a greater degree of choice in what services are delivered, where and when they are delivered.
This means, providers are required to:
• have conversations about their consumer’s needs and goals
• co-produce care plans
• provide greater transparency to consumers about what funding is
available under their package of care and how those funds are spent
• agree with the consumer the level of involvement they will have in
managing their package, and
• conduct ongoing monitoring and a formal reassessment to ensure
that the package continues to be appropriate for them.
Source : Aust Government Dept of Social Services (Feb 2015)

.

© 2017 Proactive Ageing Pty Ltd

Submission - Global Innovation Precinct

(version 1.1)

Page 23 of 38

This means that existing healthcare service providers wishing to continue their operations are now forced to make a
difficult transition and implement a radically new retail business model. This is a fundamentally different cultural and
commercial situation than the welfare based structures they started out with. Service providers are accustomed to
competing for welfare funding contracts every few years, but not for customers on a daily basis. It is expected that
many disability service providers, the great majority of which are small Not-For-Profits, will fail to make this
challenging transition, opening up the market for consolidation and larger supply chain contracts.
Another headwind is that Consumer Directed Care also allows new entrants into what was essentially a closed
market. Whilst providers still need to be quality assured, there are now no demographic or geographic restrictions on
offering their services. It is highly likely that the larger institutions will dominate, growing through acquisition.
The care providers achieving the best service levels with the most cost-efficient operations will be the ones that not
only survive but expand their market share. These providers understand that the implementation of new assistive
technology and the efficient deployment of skilled people will be the key differentiators during this rocky transition
period.

Chronic Disease - Australia’s biggest health challenge
Chronic diseases are the leading cause of illness, disability and death in Australia, accounting for 90% of all deaths
in 2011 (AIHW 2011b). The advent of chronic diseases follows successes in limiting infection and infant deaths
during the late 19th and early 20th century. With changing lifestyles and ageing population, chronic diseases have
become increasingly common and now cause most of the burden of ill health.
Typically, chronic diseases are long-lasting, and have persistent effects. They can result from complex causes,
which can include a number of different health risk factors. They are a leading cause of disability, and have major
impacts on health and welfare services (AIHW 2010). Many people have more than one chronic illness or condition
at the same time.
Since chronic diseases are responsible for the greatest amount of illness and death, it is not surprising that they
also cause the greatest burden of disease. The overall burden is measured by the disability-adjusted life year
(DALY), which is expressed as the number of years lost due to ill health, disability or early death.
Many different illnesses and health conditions can be classified under the broad heading of chronic disease. They
often coexist, share common risk factors and are increasingly being seen as acting together to determine the
health status of individuals. There is great potential for integrating prevention and care, and treating selected
chronic diseases together, to keep people healthy for as long as possible.
Because of its personal, social and economic impact, tackling chronic disease and its causes is the biggest health
challenge that Australia faces. A growing understanding that many of these diseases arise from similar underlying
causes, have similar features, and share a number of prevention, management and treatment strategies, as well
as significant and increasing costs, is challenging us to transform the way in which we respond to chronic disease.
Source : Australia’s Health Report 2014, Australian Institute of Health and
Welfare (AIHW), Dept of Health, Canberra

Next generation monitoring equipment (assistive technology) will provide a much better understanding of the
chronic healthcare and co-morbidity needs of each individual. Chronic conditions require a highly personalised
‘continuum of care’ service, rather than the costly acute system and workforce structures we use today. We’ll need
to find much more innovative solutions to this issue if we are to afford our future health costs as a nation.

Key Social Determinants of Health
The evidence gathered from the ways in which social, economic, political and cultural conditions create health
inequalities has led to the identification of key social determinants of health and wellbeing (CSDH 2008; Wilkinson &
Marmot 2003), including socioeconomic position, early life circumstances, social exclusion, social capital,
employment and work, housing and the residential environment.
.
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Evidence on the close
relationship between
living and working
conditions and health
outcomes has led to a
renewed appreciation of
how human health is
sensitive to both the
physical and social
environment.
Factors such as income,
education, conditions of
employment, power and
social support act to
strengthen or undermine
the health of individuals
and communities.
Because of their potent
and underlying effects,
these health-determining factors are known as the ‘social determinants of health’ (Wilkinson & Marmot 2003).
The World Health Organisation (WHO) has described social determinants as “the circumstances in which people
grow, live, work, and age, and the systems put in place to deal with illness. The conditions in which people live and
die are, in turn, shaped by political, social, and economic forces” (CSDH 2008).
A key feature of our social insurance policies is Social Inclusion and care plans need to take into account the broader
‘social determinants of health’ if they are to achieve their documented lifestyle goals. The NDIS care plans are a
specific case in point with documented life goals. The objective is for consumers to document one or more life goals
in their NDIS plans to participate in society to the greatest feasible extent in employment, education and leisure.
Assistive Technology plays a
key role in the environment
since it is installed in-home, in
workplaces and for
transportation needs. As such
it can provide a key interface
for improved participation,
monitoring and managing
many of the individual’s ‘social
determinants of health’. The
scope of Assistive Technology
should be considered beyond
simply helping each person
directly but also used to better
understand and actively
manage the surrounding
physical and social
environment.

Integrating Healthcare into Our Lives
Physical and social environments are powerful influences on health and shape the trajectories of a person’s capacity
to extend the things they are able to do (their functional ability). Environments built on Universal Design principles
facilitate many more people to be and to do what they have reason to value, by enabling them to maximise both
their abilities and their capacity for growth.
.
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Creating environments that are truly age and disability friendly requires action across all sectors including; health,
long-term care, transport, housing, labour, social protection, industry, information and communication. It requires
action at multiple levels and collaboration across the government, private and corporate sectors. A cross-industry
collective aiming towards a shared goal of optimising consumer functional ability will be needed for these different
stakeholders to continue to work within their core areas but in a more co-ordinated way that complements what is
being done by others.
Re-balancing the Healthcare system away from its reliance on transactional Acute Care towards In-Community
‘Continuum of Care’ environments and preventative monitoring will have positive effects on both Quality of Life and
Australia’s Health Economics (i.e. the cost of care). Refer ‘migrating left’ diagram below.
The wave of Industry 4.0 technology (ICT and advanced manufacturing) about to sweep through quite a few
industries will disrupt many of the mainstream services that we’re used to. But this is a major opportunity for
Healthcare, which when compared to other industries is particularly inefficient. It has rudimentary patient condition
monitoring, incurs high operational costs, has poor information management, and uses generic often poor fitting ‘offthe-self’ orthotic products. The introduction of Industry 4.0 can do much to improve these issues.
There will be many fundamental benefits to society as a whole if we can use assistive technology to bring healthcare
into the home, empower consumers and make our wellbeing a more pervasive part of our lives rather than just using
the system an escalation point after something goes wrong.

The Aged Care Roadmap
Our current Aged Care System has evolved from four quite separate service offerings: home care, retirement living,
residential aged care, and dementia units. The process still requires that consumers formally exit one system and
formally enter another. Unfortunately, the transition between each of these services, particularly in the later phases,
is often financially and psychologically uncomfortable for the consumer.
.
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These institutions, and the supporting labour market feels increasingly antiquated, inflexible and out-of-step with our
extended lifespans, baby boomer expectations, and our new demographic realities. We have been using yesterday’s
tools for tomorrow’s problems as these institutions and health classifications date from earlier times and different
demographics, embracing the priorities of our preceding generations. We need to fundamentally rethink social care,
not just tweak the existing system. We need to rebuild our social institutions for the expanding lifespans and
changing demands of today’s senior citizens.
The Case for Change
The Productivity Commission’s Report ‘Caring for Older Australians’ (2011) recommended fundamental reform of the
aged care system to address limited consumer choice, irregular service quality, inequitable Government subsidies and
inconsistent user contributions. Changes have been progressively introduced in response to the Commission’s report
and are delivering a broad range of improvements.
“By 2050, it is expected that over 3.5 million older Australians will access aged care services each
year, with around 80 per cent of services delivered in the community ..… The aged care system
suffers key weaknesses. It is difficult to navigate. Services are limited, as is consumer choice. Quality
is variable. Coverage of needs, pricing, subsidies and user co-contributions are inconsistent or
inequitable. Workforce shortages are exacerbated by low wages and some workers have insufficient
skills.” Caring for Older Australians, Productivity Commission Report, 2011
In response to these changes ‘The Aged Care Roadmap’ was developed by the Aged Care Sector Committee to outline
what is required to realise a sustainable, consumer-led aged care market, where consumers have increased choice
and control over where, how and when they receive the care and support they need.
“The aged care system has undergone significant change in recent years to become more consumer
focussed. Our aged care system is in transition and we need to ensure it is viable and sustainable
into the future. We also need to ensure that it can support older people to maintain their
independence and receive support and care that is sensitive and appropriate, where and when they
need it.
.
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Increased consumer choice will be a major change into the future. A fiscally sustainable aged care
system that requires consumers to contribute to their care costs where they can afford to do so
means that there will be increased consumer expectations for greater choice and control. The ability
for consumers to choose who provides care and support will create a more competitive and
innovative market. This, accompanied by an aged care sector that has more flexibility to respond
to the increasing diversity of consumers’ care needs, preferences and financial circumstances will
contribute to a sustainable system”. …. David Tune, Chair, Aged Care Sector Committee 2016
The Aged Care Roadmap released in March 2016 broadly aligns with and continues the changes that commenced
with the Productivity Commission’s recommendations. It identifies areas for future transformation and a series of
further actions to respond to the challenges outlined. My summation of its recommended market directions is as
follows:

This is a watershed period for both Residential and Home Care providers and clients. Providers need to be clear about
how their service offering represents client value. Offering the same old suite of services represents a revenue risk for
existing providers and a revenue opportunity for those promising more client value to increase their market share.
The key transformative feature of the new market direction is that “greater consumer choice drives
quality and innovation, responsive providers and increased competition, supported by an agile and
proportionate regulatory framework. Consumer protections will include core standards, compliance and
an independent complaints mechanism, with providers required to meet core standards based on their
registration category and scope of practice. [However,] government will have a more proportionate
regulatory framework that gives providers freedom to be innovative, whilst ensuring a safety net for
consumers. Platforms will exist for providers to market their services, including by demonstrating the
quality of what they deliver beyond these consumer protections. Consumers will drive quality and
innovation by exercising choice as to which provider(s) they use”. …. Aged Care Roadmap (2016)

.
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The Changing Face of the Consumer
Australia is being transformed by population ageing, along with social, economic, and policy change. We are at a
critical demographic turning point because the baby boomer cohort (the 5.5 million people born between 1946 and
1965) has begun to turn 65 years of age.
People now in their fifties and sixties will be bringing to later life a range of life experiences and expectations that are
profoundly different from those of previous generations. The baby boomers are the first generation to face the new
‘third age’ with its unprecedented expectation of a decade or two of relatively healthy life after retirement.
Baby boomers have enjoyed the most prosperous period in Australia’s history, accumulating more private wealth
than any previous generation. The older boomers are now aged 70 and their lifestyle expectations in aged care and
retirement facilities are poles apart from their parents. A lot of people will simply refuse to grow old the way their
parents did. The traditional retirement village in the suburbs, with basic services and largely segregated from the rest
of the community, simply won’t cut it anymore.

Retirees want independent living options that allow them to stay active and enjoy all of life’s pleasures, including
room for their extended family and friends to visit, including the option for short term stays. Providers will need to
become more sophisticated in terms of how they market their quality of services to consumers, including ‘My Aged
Care’. New electronic platforms will be needed to disseminate resources, tools and the information needed to
support core quality standards, quality assurance processes and quality indicators.
Because of these much higher expectations, the aged care and retirement living sector has significantly boosted the
variety of options available in the marketplace over the last decade. We’re now seeing much broader and higherquality choices in accommodation, food and lifestyle facilities like gyms and pools. This trend will continue.

Industry Convergence in Healthcare
The Impact of Consumer Directed Care
The move to Consumer Directed Care is a complex one,
deliberately forcing the industry to adopt more sophisticated
operational models. The idea of adopting co-design principles
to support the consumer who now has much greater choice will
require deeper collaboration across a variety of industry
segments. And as a consequence of this, we are likely to see
personalised healthcare plans mutually co-designed by clinician,
engineer and client. This provides the ideal conditions for
industry convergence and multi-sector collaboration.
.
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The impact of Consumer Directed
Care (CDC) will extend to “Design
professionals empowering,
encouraging, and guiding users to
develop solutions for themselves. Codesign encourages the blurring of the
role between user and designer,
focusing on the process by which the
design objective is created”. (ref
"Organisational Semiotics for
Business Informatics", Kecheng Liu,
Weizi Li 2015).
As the cost impact for disability, aged
care and social insurance grows and
services become more diverse and
sophisticated, opportunities for using
co-design processes in the
development of new products and
services will increase. This will involve
end-users at the centre, as well as a range of cross-industry professionals in the design process to establish new
policies, new products, new services, and even new organisations.
A Healthcare Innovation Precinct jointly collaborating around the four key industries pictured would provide a
central point for assisting hundreds of organisations in their evolution to Consumer Directed Care. It would provide
industry leading expertise for co-design processes at multiple levels from policies to products.

Consolidating Healthcare Markets
Healthcare costs are rising too quickly, and Social Insurers and Government needs to find new ways to drive down
costs whilst maintaining/improving quality and meeting growing consumer expectations. The introduction of
Consumer Directed Care is one response to this. However, this cost pressure on the provision of services has already
caused a massive market consolidation to be underway. The Residential Aged Care sector has lead the charge in this
respect, but the disability sector is sure to follow.
Much of the growth in the
provision of new more
economically efficient
disability health care
services and high-tech
disability supports/devices
will come from early
adopter residential aged
care companies with access
to large property
management fund
portfolios. They are
expected to cannibalise the
disability services sector,
currently occupied by much
smaller Not-for-Profits, as
part of their charge into the
in-home care market.
.
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A Framework for Cross Sector Collaboration
Forward-thinking cities and regions know that building attractive amenities is not enough to draw inhabitants.
Citizens today seek an environment for exchanging and growing ideas, which is the vital role that soft infrastructure
plays in the success of a region. By fostering an environment of innovation and collaborative exchange, our
commercial centres can engage both local and international audiences, and position themselves to attract active
community members. These are the ingredients that can help us surmount the tough challenge of attracting citizens
to a developing metropolis. In turn, it is these citizens who can help shape our nation into a sustainable success.
As we transition to smart cities and more highly connected regions we will need a new urban architecture to
underpin that capability - a suite of new 21st century hard and soft infrastructure. Smart city designers are
increasingly turning their attention to the less visible, but indispensable systems that underlie the urban fabric. New
and smarter digital or soft infrastructure is the key to shaping dynamic new cities and regions.
The diagram below shows a framework for a suite of digitally enabled soft infrastructure services that would support
a viable Innovation Precinct for 21st Century Healthcare. It is designed from contemporary cluster development
strategies and would ensure that the following key objectives are met.
Related industries matter: companies need to engage with suppliers, service providers, and other partners from a
range of related industries in order to be successful. As companies focus more on specific ‘core competencies’, their
reliance on industry partners for related activities increases. True economic ecosystems reflect this increasingly crossindustry nature of value chains and innovation systems. Much of the dynamism they generate is related to
economies of scope, as opposed to economies of scale. This means benefiting from interactions with convergent
industries and at the same time spurring growth in employment in these partner industries.
Location matters: It is apparent with increasing globalisation that paradoxically local factors are becoming more
important. National policies do matter, but place factors matter equally as much. Companies can and need to work
with partners in many locations to access the technologies and supplies they need from the best possible sources.
But local partners play a unique role as the type of interaction that companies achieve with local partners is much
richer. And markets, especially for skilled labour, are by their nature local. Companies therefore need to be
geographically proximate to tap into the local talent base.
Linkages matter: while many of the benefits from proximity with companies in related fields occur somewhat
“automatically”, companies can do better if they create an environment that supports active collaboration. For this
collaboration to take place, companies have to overcome a collective action-problem that often exists. For example:
Why should I help create a platform for collaboration if the benefits of doing so accrue to others and depend on their
actions? The cluster management function can facilitate this, but one important task for local government and for
‘anchor’ institutions with sufficient credibility and power to mobilise companies, is to help address these problems
and allow mutually beneficial collaboration to emerge.
Mix specialisation and diversity: While clusters reflect the specialisation of regions into more niche economic
activities, they capture two important additional aspects. First, clusters reflect specialisation in groups of related
industries, not just one narrow activity. Much of the dynamism of clusters derives from these ‘economies of scope’
rather than static ‘economies of scale’. Clusters are thus much more a reflection of cross-industry linkages and
‘related diversification’ than of narrow specialisation. Second, clusters reflect an agile and dynamic interaction
between a large number of firms. Specialisation through the presence of one large, often inertia bound firm or plant
does not constitute a cluster.
Critical mass matters: the more companies there are in industry clusters, the more likely it is that higher levels of
productivity and innovation will be achieved. This is partly due to specialisation. If there is a large local market,
companies can focus more on being very good at a specific narrow activity, and employees can focus more on
acquiring very specialised skills.

.
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More than a network: Clusters are geographic concentrations of firms active in related fields. Some of the linkages
that exist between these firms and that contribute to the dynamism of the cluster result from the firms being in
networks; others, such as access to a common labour market, do not. Networks, especially if they are formalised
through an organisation, are more similar to cluster initiatives. But cluster initiatives not only connect firms, they
organise joint actions among them and provide services to firms in the cluster. Networks, conversely, are not bound
to any particular geographical location in the way cluster initiatives are. They are often a ‘closed shop’ of firms and
other institutions that collaborate on a specific project or in a narrow field.

Proposed Ecosystem Infrastructure Framework
As a result of the cluster development work I’ve conducted over the last three years my recommendation is that the
Fishermans Bend Planning Committee consider developing plans to implement a 21st century Economic Ecosystem
Framework that is intended to align and co-ordinate cross-industry development and drive greater productivity
through:
•
•
•

•
•

A recognised 'Smart Specialisation' brand based on combining as many core strengths as possible and aligning
this into an emerging 21st century value chain.
A cluster management function (soft infrastructure) that actively orchestrates the development of the cluster
by closing the gaps between innovation actors, manages the ecosystem's framework conditions, and provides
collaboration services for its members.
A suite of competitive Shared Services for SME’s, outsourcing red tape, growing international distribution
channels, and assisting in multiple growth stages including incubation and the more important but often
neglected ‘scale up’ phase. Local SME’s should offer these services as part of the ecosystem’s network of
firms.
Landing Pads to encourage multi-nationals to co-locate within Fishermans Bend, not only as potential
replacements for companies such as General Motors Holden (GMH), but to provide access to Asia. These
companies will be seeking established ecosystem infrastructure and access to local supply chains.
Measuring and proactively impacting the win ratio of successfully launched, transitioned and over time viably
sustainable SME’s. This metric, unfortunately underutilised, is a significant local economic indicator.

.
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Michael Porter, an eminent cluster theorist, emphasises that economic activities are embedded in collaborative
activities and that this is the "social glue" that binds clusters together. This is because well-functioning clusters are in
his words ‘lattices of numerous overlapping and fluid connections among individuals, firms and institutions’. The
framework above was designed to support this perspective in providing a "social glue" with systemic activity.
In addition to the functions of facilitating both the quality and quantity of local collaborations and IP creation central
to any commercial endeavour, as an innovation enabler the cluster entity should also plan to focus on:
• Economic revitalisation centred on the precinct by establishing a professional services capability in cluster
management around three future industries – health, education, and advanced manufacturing.
• Finding the right balance between economic diversification and establishing highly complementary industries.
• Ensuring that Melbourne is best placed to maintain an agility to adjust to ever changing global demands and for
the impending (as yet unknown) industry disruptions.
• Consideration of the scalable economic benefits that results from investments in both hard and soft (services)
infrastructure only to the extent that they generate a sustainable flow of services that are valued by
participants. A broad range of potential underpinning ecosystem services is provided for consideration in the
diagram below.
• Continuous Improvement strategies across the collaborating industry sectors, for example:
o Assisting in the development of 21st century health services (e.g. the transition from acute/incident
based care to new ‘continuum of care’ models)
o Assisting in the development and implementation of Assistive Technology (e.g. wearables, home, office,
transport, clinical, sensors)
o Collection, analysis and dissemination of ‘Big Data’ value add analysis drawn from the NDIA and ABS, as
the government moves to more open data, as well as all four nominated sectors
o Assisting in the development and implementation of ICT sensor and IoT platforms to support the three
objectives above leading to a series of smart-home, smart-community and finally smart-city trials

.
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A Roadmap Forward
The Role of Local Government
Public policy at the regional level should begin with the collection of information that clarifies the scope and
feasibility for an underpinning ecosystem, quantifying the economic linkages between industry sectors. These are
often obscured by standard industrial classification systems. Local government has an important role in assembling
information not only about the composition, membership, employment, and performance of each industry segment
but also of the broader cross-sector ecosystem linkages.
The Fishermans Bend Planning Committee has to date already completed a significant amount of valuable regional
planning. It has produced a number of important and quite detailed reports on which to build. Some additional work
evaluating ‘Cluster Feasibility’ will complement this vision and help identify and frame a host of new ‘on-the-ground’
commercial opportunities. This should lead to a host of new initiatives fanning out across the four Fishermans Bend
precincts. Strategies for the Employment Precinct should be designed to seed many new commercial opportunities in
health, education and ‘Smart City’ developments, well beyond it’s boundaries as it becomes a hub for innovation.
Such information will allow public policies and investments to be better aligned with the breadth of local business
and community needs. This will make public policy more relevant and effective. Ecosystem information will also
increase the efficiency of private sector investment and foster new business formation which capitalises on the
precinct’s Smart Specialisation strategies and expanding cluster capabilities.
Another potential role for government in ecosystem development is to convene and facilitate cross-industry
participants if private sector institutions have not already arisen to do so. Once clusters are organised with the help
of trade associations or other mechanisms, government agencies need to become active participants in dialogs with
network participants to understand local constraints to productivity and trading and to identify gaps and weaknesses
in public policy.
A public role in organising collective investments and providing incentives is justified. Investments could include such
areas as cluster institutions, research centres, standards setting, facilities for testing/certification, shared
infrastructure, and many others. In some cases, public investment in external assets and activities (e.g. marketing and
international trade shows) is also justified.
Public policy at the cluster level, in contrast to micro-economic policy at the industry or firm level, avoids the
inefficiencies, moral hazard, potential distortions, and dubious rationale of many narrowly targeted policies such as
innovation grants for particular firms, or single industry technical assistance programs. The case for a public role in
training, for example, is much stronger at the cluster level than at the industry or company level because training
investments will benefit numerous organisations with little risk of distorting competition.
Ecosystem development policies do not imply large capital investments or big increases in program funding. Instead,
the thinking is focused around improving the effectiveness of existing micro-economic policies in a slightly larger
context. This means improving policy parameters around existing programs, engaging the private sector in publicprivate initiatives, and making existing economic development programs more far reaching.
Recommended Next Steps
Networking and collaboration activity is essential to a high-performing innovation system. Unfortunately, Australia’s
innovation systems are poorly networked compared to other OECD countries. Australian cities and regions are also
weakly networked from a cross-industry perspective. A feasibility study should therefore be proposed to begin to
define the scope of an underpinning Economic Ecosystem that would support an Innovation Precinct and place
Melbourne in a position to proactively drive systemic and scalable change in:
1) Advanced manufacturing capability for many SME’s, and
2) Disability and ageing services supporting their transition to Consumer Directed Care.

.
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There is an industry convergence opportunity, which ideally could be piloted around the General Motors Holden
(GMH) site as an anchor point or cluster hub to facilitate linkages between the healthcare, manufacturing, education
and social insurance sectors. A feasibility study or an Industry Cluster Evaluation should include, as a minimum, the
following outputs:
•

•

•

•

•

Governance Structure (Strategy & Direction)
o Identification of a Precinct Governance Model for continuing work on this initiative after completion of
this initial evaluation phase
o A governance structure for the Fishermans Bend Employment Precinct that includes representatives from
all of the relevant industry sectors as well as cluster management expertise
o Aligned to a well-defined Smart Specialisation to differentiate the innovation precinct globally
Organisational Framework (Structure)
o Incorporates perspectives from key representatives from NDIA and the disability services; health;
advanced manufacturing; and education and training sectors
o Establish a multi-industry ‘Consortium of Interest’, prepared to engage in cluster development
o Identify the early adopter organisations that will help to mutually stimulate the four convergent industry
sectors supporting growth in assistive technology, healthcare, manufacturing and training activity
o Identify a number of large key ‘Anchor Organisations’ in each industry that will act as cluster lynchpins
Operational Framework (Processes)
o Driven by the outcomes of consultation and engagement with the relevant stakeholders and sectors
o Identify the process and collaboration required across the industry sectors
o Identify communication channels for new formal cross industry linkages within the proposed ecosystem
o Recommended strategies that will enable local manufacturers to replace imports by producing
commoditised and/or custom made in-home, in-workplace and mobility assistive technology
o Recommended strategies that will lead to opportunities for local healthcare service providers to create
new Consumer Directed Care services
o Document details of issues encountered during the feasibility study and how these were overcome
o Document learnings from this feasibility study and how this model can be replicated elsewhere in Victoria
Investment Framework (Funding)
o Identify a series of “common needs” projects by cross referencing new supply and demand opportunities
and new business consortia as identified through a series of participant meetings
o Publication material for government and community awareness to support a subsequent investment into
and development of a formal Business Level Scoping Study (inc. ecosystem mapping and REMPLAN
models) for an economic ecosystem around the new Fishermans Bend commercial districts
o Identification of and quantification of the demand for assistive technology appliances and devices that can
be produced locally to replace imports
o Identification of and quantification of the demand for additional local disability and aged care workers
Workforce Development and Skills (Human Capital)
o Identify current and future workforce skills needs, and the strategies required to address these needs
o Identification of the level and type of jobs that are required by the Disability Services and Aged Care Sector
both now and in the future
o Identification of level and type of training required to upgrade existing workforce skills
o Make recommendations for strategies for meeting current and future workforce needs

The objective is to identify the cross-industry enablers needed to construct an effective framework that would
support the underpinning soft infrastructure for several industry sectors to begin to integrate themselves into an
Economic Ecosystem. In particular ..
1) The development of an Assistive Technologies Innovation Hub (advanced manufacturing),
2) The transition to and ongoing evolution of Consumer Directed Care (new healthcare services), and
3) No reinvention by leveraging the existing local plans, studies, etc.. relevant to this endeavour
.
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The graphic below (Purdue University, USA) shows the ecosystem development process as it unfolds.

Offer of a Victorian Government Grant
I have been pursuing the idea of developing a ‘Convergent Industry Innovation Precinct’ to support the transition of
aged care and disability services to Consumer Directed Care (CDC) for some time now. Over the past year there has
been good progress. Quite a few early adopter organisations have emerged, working on business strategies and new
projects. I have now moved beyond the conceptual “just an idea” phase and have some initial traction as evidence.
After a series of discussions to determine the best approach in progressing the initiative, the Victorian government
has recommended the Future Industries Fund. This is a $200 million fund to support the six high-growth sectors that
have the potential for durable economic growth - to create jobs and attract investment in Victoria.
The Future Industries Fund - Building a stronger Victoria
Victoria's economy is in transition. To meet the challenges and opportunities generated by a rapidly
changing global marketplace, we need to create the conditions for sustained jobs growth and
prosperity. The A$200 million Future Industries Fund supports high growth, high-value industries that
are critical to securing Victoria's future as a competitive, innovative and outward-looking economy.
Source : Vic Government Future Industries website

The following staged process is one recommended approach:
•
•
•
•
•

Stage 1 : Concept Visioning and initial stakeholder engagement
Stage 2 : Complete a Feasibility Study or Industry Cluster Evaluation and establish a multi-industry
‘Consortium of Interest’ to gain traction in the community
Stage 3 : A Business Level Scoping Study, supported by an initial Victorian Government grant (up to $100,000)
Stage 4 : Infrastructure Build supported by a 2nd Victorian Government grant (up to $1 million)
Stage 5 : Scale Up the Cross-Industry Cluster

The ‘Consortium of Interest’ identified as part of the Industry Cluster Evaluation would assist in the following phase –
a Formal Business Level Scoping Study that would include an aggregation of real business development opportunities
input into a REMPLAN model. An ecosystem map would also be established that identifies the supply chain,
distribution channels and partnership linkages between public and private organisations (target of 50+) across the
key industries. This will make the business networks much more visible and drive a continuous series of new projects
and partnerships, spinning the ecosystem up over time.
.
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A Business Level Scoping Study
For stage 3, consortium members will be asked to participate in requirements gathering and identifying their future
needs/desires. We would keep a ‘light touch’ to make things as easy as possible for organisations to participate. We
don’t expect to collect any commercial-in-confidence information and therefore the Scoping Study deliverables will
be freely available to consortium participants.
At the end of stage 3, all participants would be invited to a half day workshop to jointly review the outcomes, identify
new opportunities, gaps, etc…, network and hopefully form additional new business relationships.
The objective of stage 3 - cross-industry cluster mapping is to gather enough evidence to support a grant application
for stage 4 - an investment in ecosystem infrastructure. The recommended outputs are:
1)
2)
3)

An overview of the methodology for cluster development
(based on an extensive suite of successful European projects)
A precinct cluster map at the organisational level, including data flows
A series of REMPLAN economic models based on an aggregated
suite of new business opportunities identified by cluster participants

The consortium would expand significantly as we progress to stage 4, but there is no obligation on participants to
continue. The objective is to develop a fairly open collaboration across a variety of industries – a true economic
ecosystem where ongoing participation is fluid and scope is driven by the participants themselves.
Promoting Ongoing Cross-Sector Collaboration
In order to drive ongoing cross-sector collaboration between cluster participants, a suite of tailor-made management
services should be provided as part of the ecosystem’s suite of soft infrastructure services. This would be planned as
part of Stage 4 – The Infrastructure Build phase. These are important processes for cluster participants. They
maintain an enthusiastic and constructive environment, ensure ongoing entrepreneurship, and maximise growth
opportunities. An example of a suite of ecosystem management services follows:
1) Every new value chain or emerging industry starts with “market intelligence” which gathers evidence to support
an idea that there may be an opportunity for the development of a new market and/or a new market segment.
2) Then “matchmaking” services identify and work with cross-industry partners to develop ideas on how to take
advantage of product and/or service prospects within the identified market segment(s).
3) Once ideas are substantiated, they need to be translated into real projects and formal “project development”
activities that imbed quality processes to maximise the chances of success.
4) “Technology transfer” ensures that new experiences and new knowledge are shared appropriately with other
cluster participants.
5) Funding for these projects must be sourced from a repeatable and scalable investment process (e.g. as part of a
system of “innovation vouchers”) rather than as an expensive ad-hoc sourced activity.
6) “Strategic cross-cluster collaboration” keeps all ecosystem participants informed of the continuous evolution of
the ecosystem by providing visibility in terms of data dashboards, knowledge transfer, the development of
human capital and funding opportunities.
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In Conclusion
All of our leaders in businesses, government, and social institutions have a role to play in the new ever more digital
world. Understanding the growing interdependencies that underlie our economic ecosystems reveals the true extent
of mutual dependence and collective responsibility that all of these entities have for creating the conditions for
productive co-opertition.
This will require fresh thinking on the part of all of our leaders and the willingness to abandon the traditional
categories that drive our thinking about who does what in our society. The lines between public and private
resources and investment blur. Companies, no less than governments and universities, have a stake in education.
Universities have a stake in the competitiveness of local businesses. All have some degree of social responsibility.
By making transparent the structures and processes by which human capital and prosperity is created and grown in a
regional economy, a well mapped and proactively managed ecosystem will open up many new public-private avenues
for constructive action. Collectively, this will result in the residents of Fishermans Bend establishing a series of vibrant
world class social and economic environments in which to live. Creating districts that are world class in their health
and education services; diverse and dynamic in their business activities; and providing a high level of public services
that are attractive to both residents and workers.
Fishermans Bend is in a great position to enhance its status in the 21st century. To attract investment, deliver new
employment opportunities, and provide an environment that will make people want to move to, work and live in a
globally innovative location.
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There will be a greater need for nursing level support and ongoing in-home care as nurses (or equivalents) will play a
much larger role as the regular customer touch point. This will involve Industry 4.0 solutions for plan compliance,
preventative monitoring and ongoing health/quality of life support. Keeping a highly available and solid skills base in
both advanced manufacturing and nursing is becoming a much bigger imperative than we currently realise.
GP's may become “health package designers” with specialist clinicians acting within escalation processes, as sensors,
assistive technology, continuous monitoring, process automation, AI, personalisation and case management systems
gain ground. Tailoring each person’s environment (home, workplace, transport) to their unique needs will become a
major manufacturing opportunity.
This could mean that the healthcare services pyramid flips upside-down, where a consumer’s ongoing regular touch
point is a (telehealth) nurse, rather than a GP. Aged care already employs active case management under a lead
nurse practitioner. This will help to addresses the biggest operational cost issue – people !!!
We’ll need to find ways to more productively balance the healthcare workload across clinicians and a range of
nursing specialisations if we are to afford our future health costs as a nation. There is a much larger role for nursing
practitioners. Chronic, disability and preventative care, each requires ‘continuum of care’ case management with
proactive escalations rather than the incident based model we use today.

Next generation Assistive Technology will provide a much better
understanding of the healthcare needs of the individual, and
how to support a highly personalised ‘continuum of care’ service,
using a more cost-effective workforce.
There are of course export opportunities as well. Asia already looks to Australia as a leader in Universal Healthcare
and Aged Care operational models, with AusTrade leading a number of delegations overseas. We have an
opportunity to stay at the cutting edge in Asia and maintain our regional leadership by developing new models of
healthcare. China will quickly duplicate the underpinning technology, but our experience in healthcare services (inc.
social insurance) will remain much in demand, if we keep innovating at this level.

The Changing Landscape of Healthcare
The Introduction of Consumer Directed Care
Consumer Directed Care ($42billion+ p.a.) is designed to give more choice and flexibility to our citizens, and is
therefore driving the assistive technology market forward, supporting new models of service delivery. Consumers
who receive NDIS Payments, Home Care Packages, or Residential Aged Care now have more control over the types of
products and services they access, including who delivers them and when.
Consumer Directed Care (CDC) is an approach to the planning and management of care, which allows
consumers and carers more power to influence the design and delivery of the services they receive, and allows
them to exercise a greater degree of choice in what services are delivered, where and when they are delivered.
This means, providers are required to:
• have conversations about their consumer’s needs and goals
• co-produce care plans
• provide greater transparency to consumers about what funding is
available under their package of care and how those funds are spent
• agree with the consumer the level of involvement they will have in
managing their package, and
• conduct ongoing monitoring and a formal reassessment to ensure
that the package continues to be appropriate for them.
Source : Aust Government Dept of Social Services (Feb 2015)
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This means that existing healthcare service providers wishing to continue their operations are now forced to make a
difficult transition and implement a radically new retail business model. This is a fundamentally different cultural and
commercial situation than the welfare based structures they started out with. Service providers are accustomed to
competing for welfare funding contracts every few years, but not for customers on a daily basis. It is expected that
many disability service providers, the great majority of which are small Not-For-Profits, will fail to make this
challenging transition, opening up the market for consolidation and larger supply chain contracts.
Another headwind is that Consumer Directed Care also allows new entrants into what was essentially a closed
market. Whilst providers still need to be quality assured, there are now no demographic or geographic restrictions on
offering their services. It is highly likely that the larger institutions will dominate, growing through acquisition.
The care providers achieving the best service levels with the most cost-efficient operations will be the ones that not
only survive but expand their market share. These providers understand that the implementation of new assistive
technology and the efficient deployment of skilled people will be the key differentiators during this rocky transition
period.

Chronic Disease - Australia’s biggest health challenge
Chronic diseases are the leading cause of illness, disability and death in Australia, accounting for 90% of all deaths
in 2011 (AIHW 2011b). The advent of chronic diseases follows successes in limiting infection and infant deaths
during the late 19th and early 20th century. With changing lifestyles and ageing population, chronic diseases have
become increasingly common and now cause most of the burden of ill health.
Typically, chronic diseases are long-lasting, and have persistent effects. They can result from complex causes,
which can include a number of different health risk factors. They are a leading cause of disability, and have major
impacts on health and welfare services (AIHW 2010). Many people have more than one chronic illness or condition
at the same time.
Since chronic diseases are responsible for the greatest amount of illness and death, it is not surprising that they
also cause the greatest burden of disease. The overall burden is measured by the disability-adjusted life year
(DALY), which is expressed as the number of years lost due to ill health, disability or early death.
Many different illnesses and health conditions can be classified under the broad heading of chronic disease. They
often coexist, share common risk factors and are increasingly being seen as acting together to determine the
health status of individuals. There is great potential for integrating prevention and care, and treating selected
chronic diseases together, to keep people healthy for as long as possible.
Because of its personal, social and economic impact, tackling chronic disease and its causes is the biggest health
challenge that Australia faces. A growing understanding that many of these diseases arise from similar underlying
causes, have similar features, and share a number of prevention, management and treatment strategies, as well
as significant and increasing costs, is challenging us to transform the way in which we respond to chronic disease.
Source : Australia’s Health Report 2014, Australian Institute of Health and
Welfare (AIHW), Dept of Health, Canberra

Next generation monitoring equipment (assistive technology) will provide a much better understanding of the
chronic healthcare and co-morbidity needs of each individual. Chronic conditions require a highly personalised
‘continuum of care’ service, rather than the costly acute system and workforce structures we use today. We’ll need
to find much more innovative solutions to this issue if we are to afford our future health costs as a nation.

Key Social Determinants of Health
The evidence gathered from the ways in which social, economic, political and cultural conditions create health
inequalities has led to the identification of key social determinants of health and wellbeing (CSDH 2008; Wilkinson &
Marmot 2003), including socioeconomic position, early life circumstances, social exclusion, social capital,
employment and work, housing and the residential environment.
.
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Evidence on the close
relationship between
living and working
conditions and health
outcomes has led to a
renewed appreciation of
how human health is
sensitive to both the
physical and social
environment.
Factors such as income,
education, conditions of
employment, power and
social support act to
strengthen or undermine
the health of individuals
and communities.
Because of their potent
and underlying effects,
these health-determining factors are known as the ‘social determinants of health’ (Wilkinson & Marmot 2003).
The World Health Organisation (WHO) has described social determinants as “the circumstances in which people
grow, live, work, and age, and the systems put in place to deal with illness. The conditions in which people live and
die are, in turn, shaped by political, social, and economic forces” (CSDH 2008).
A key feature of our social insurance policies is Social Inclusion and care plans need to take into account the broader
‘social determinants of health’ if they are to achieve their documented lifestyle goals. The NDIS care plans are a
specific case in point with documented life goals. The objective is for consumers to document one or more life goals
in their NDIS plans to participate in society to the greatest feasible extent in employment, education and leisure.
Assistive Technology plays a
key role in the environment
since it is installed in-home, in
workplaces and for
transportation needs. As such
it can provide a key interface
for improved participation,
monitoring and managing
many of the individual’s ‘social
determinants of health’. The
scope of Assistive Technology
should be considered beyond
simply helping each person
directly but also used to better
understand and actively
manage the surrounding
physical and social
environment.

Integrating Healthcare into Our Lives
Physical and social environments are powerful influences on health and shape the trajectories of a person’s capacity
to extend the things they are able to do (their functional ability). Environments built on Universal Design principles
facilitate many more people to be and to do what they have reason to value, by enabling them to maximise both
their abilities and their capacity for growth.
.
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Creating environments that are truly age and disability friendly requires action across all sectors including; health,
long-term care, transport, housing, labour, social protection, industry, information and communication. It requires
action at multiple levels and collaboration across the government, private and corporate sectors. A cross-industry
collective aiming towards a shared goal of optimising consumer functional ability will be needed for these different
stakeholders to continue to work within their core areas but in a more co-ordinated way that complements what is
being done by others.
Re-balancing the Healthcare system away from its reliance on transactional Acute Care towards In-Community
‘Continuum of Care’ environments and preventative monitoring will have positive effects on both Quality of Life and
Australia’s Health Economics (i.e. the cost of care). Refer ‘migrating left’ diagram below.
The wave of Industry 4.0 technology (ICT and advanced manufacturing) about to sweep through quite a few
industries will disrupt many of the mainstream services that we’re used to. But this is a major opportunity for
Healthcare, which when compared to other industries is particularly inefficient. It has rudimentary patient condition
monitoring, incurs high operational costs, has poor information management, and uses generic often poor fitting ‘offthe-self’ orthotic products. The introduction of Industry 4.0 can do much to improve these issues.
There will be many fundamental benefits to society as a whole if we can use assistive technology to bring healthcare
into the home, empower consumers and make our wellbeing a more pervasive part of our lives rather than just using
the system an escalation point after something goes wrong.

The Aged Care Roadmap
Our current Aged Care System has evolved from four quite separate service offerings: home care, retirement living,
residential aged care, and dementia units. The process still requires that consumers formally exit one system and
formally enter another. Unfortunately, the transition between each of these services, particularly in the later phases,
is often financially and psychologically uncomfortable for the consumer.
.
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These institutions, and the supporting labour market feels increasingly antiquated, inflexible and out-of-step with our
extended lifespans, baby boomer expectations, and our new demographic realities. We have been using yesterday’s
tools for tomorrow’s problems as these institutions and health classifications date from earlier times and different
demographics, embracing the priorities of our preceding generations. We need to fundamentally rethink social care,
not just tweak the existing system. We need to rebuild our social institutions for the expanding lifespans and
changing demands of today’s senior citizens.
The Case for Change
The Productivity Commission’s Report ‘Caring for Older Australians’ (2011) recommended fundamental reform of the
aged care system to address limited consumer choice, irregular service quality, inequitable Government subsidies and
inconsistent user contributions. Changes have been progressively introduced in response to the Commission’s report
and are delivering a broad range of improvements.
“By 2050, it is expected that over 3.5 million older Australians will access aged care services each
year, with around 80 per cent of services delivered in the community ..… The aged care system
suffers key weaknesses. It is difficult to navigate. Services are limited, as is consumer choice. Quality
is variable. Coverage of needs, pricing, subsidies and user co-contributions are inconsistent or
inequitable. Workforce shortages are exacerbated by low wages and some workers have insufficient
skills.” Caring for Older Australians, Productivity Commission Report, 2011
In response to these changes ‘The Aged Care Roadmap’ was developed by the Aged Care Sector Committee to outline
what is required to realise a sustainable, consumer-led aged care market, where consumers have increased choice
and control over where, how and when they receive the care and support they need.
“The aged care system has undergone significant change in recent years to become more consumer
focussed. Our aged care system is in transition and we need to ensure it is viable and sustainable
into the future. We also need to ensure that it can support older people to maintain their
independence and receive support and care that is sensitive and appropriate, where and when they
need it.
.
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Increased consumer choice will be a major change into the future. A fiscally sustainable aged care
system that requires consumers to contribute to their care costs where they can afford to do so
means that there will be increased consumer expectations for greater choice and control. The ability
for consumers to choose who provides care and support will create a more competitive and
innovative market. This, accompanied by an aged care sector that has more flexibility to respond
to the increasing diversity of consumers’ care needs, preferences and financial circumstances will
contribute to a sustainable system”. …. David Tune, Chair, Aged Care Sector Committee 2016
The Aged Care Roadmap released in March 2016 broadly aligns with and continues the changes that commenced
with the Productivity Commission’s recommendations. It identifies areas for future transformation and a series of
further actions to respond to the challenges outlined. My summation of its recommended market directions is as
follows:

This is a watershed period for both Residential and Home Care providers and clients. Providers need to be clear about
how their service offering represents client value. Offering the same old suite of services represents a revenue risk for
existing providers and a revenue opportunity for those promising more client value to increase their market share.
The key transformative feature of the new market direction is that “greater consumer choice drives
quality and innovation, responsive providers and increased competition, supported by an agile and
proportionate regulatory framework. Consumer protections will include core standards, compliance and
an independent complaints mechanism, with providers required to meet core standards based on their
registration category and scope of practice. [However,] government will have a more proportionate
regulatory framework that gives providers freedom to be innovative, whilst ensuring a safety net for
consumers. Platforms will exist for providers to market their services, including by demonstrating the
quality of what they deliver beyond these consumer protections. Consumers will drive quality and
innovation by exercising choice as to which provider(s) they use”. …. Aged Care Roadmap (2016)
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The Changing Face of the Consumer
Australia is being transformed by population ageing, along with social, economic, and policy change. We are at a
critical demographic turning point because the baby boomer cohort (the 5.5 million people born between 1946 and
1965) has begun to turn 65 years of age.
People now in their fifties and sixties will be bringing to later life a range of life experiences and expectations that are
profoundly different from those of previous generations. The baby boomers are the first generation to face the new
‘third age’ with its unprecedented expectation of a decade or two of relatively healthy life after retirement.
Baby boomers have enjoyed the most prosperous period in Australia’s history, accumulating more private wealth
than any previous generation. The older boomers are now aged 70 and their lifestyle expectations in aged care and
retirement facilities are poles apart from their parents. A lot of people will simply refuse to grow old the way their
parents did. The traditional retirement village in the suburbs, with basic services and largely segregated from the rest
of the community, simply won’t cut it anymore.

Retirees want independent living options that allow them to stay active and enjoy all of life’s pleasures, including
room for their extended family and friends to visit, including the option for short term stays. Providers will need to
become more sophisticated in terms of how they market their quality of services to consumers, including ‘My Aged
Care’. New electronic platforms will be needed to disseminate resources, tools and the information needed to
support core quality standards, quality assurance processes and quality indicators.
Because of these much higher expectations, the aged care and retirement living sector has significantly boosted the
variety of options available in the marketplace over the last decade. We’re now seeing much broader and higherquality choices in accommodation, food and lifestyle facilities like gyms and pools. This trend will continue.

Industry Convergence in Healthcare
The Impact of Consumer Directed Care
The move to Consumer Directed Care is a complex one,
deliberately forcing the industry to adopt more sophisticated
operational models. The idea of adopting co-design principles
to support the consumer who now has much greater choice will
require deeper collaboration across a variety of industry
segments. And as a consequence of this, we are likely to see
personalised healthcare plans mutually co-designed by clinician,
engineer and client. This provides the ideal conditions for
industry convergence and multi-sector collaboration.
.
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The impact of Consumer Directed
Care (CDC) will extend to “Design
professionals empowering,
encouraging, and guiding users to
develop solutions for themselves. Codesign encourages the blurring of the
role between user and designer,
focusing on the process by which the
design objective is created”. (ref
"Organisational Semiotics for
Business Informatics", Kecheng Liu,
Weizi Li 2015).
As the cost impact for disability, aged
care and social insurance grows and
services become more diverse and
sophisticated, opportunities for using
co-design processes in the
development of new products and
services will increase. This will involve
end-users at the centre, as well as a range of cross-industry professionals in the design process to establish new
policies, new products, new services, and even new organisations.
A Healthcare Innovation Precinct jointly collaborating around the four key industries pictured would provide a
central point for assisting hundreds of organisations in their evolution to Consumer Directed Care. It would provide
industry leading expertise for co-design processes at multiple levels from policies to products.

Consolidating Healthcare Markets
Healthcare costs are rising too quickly, and Social Insurers and Government needs to find new ways to drive down
costs whilst maintaining/improving quality and meeting growing consumer expectations. The introduction of
Consumer Directed Care is one response to this. However, this cost pressure on the provision of services has already
caused a massive market consolidation to be underway. The Residential Aged Care sector has lead the charge in this
respect, but the disability sector is sure to follow.
Much of the growth in the
provision of new more
economically efficient
disability health care
services and high-tech
disability supports/devices
will come from early
adopter residential aged
care companies with access
to large property
management fund
portfolios. They are
expected to cannibalise the
disability services sector,
currently occupied by much
smaller Not-for-Profits, as
part of their charge into the
in-home care market.
.
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A Framework for Cross Sector Collaboration
Forward-thinking cities and regions know that building attractive amenities is not enough to draw inhabitants.
Citizens today seek an environment for exchanging and growing ideas, which is the vital role that soft infrastructure
plays in the success of a region. By fostering an environment of innovation and collaborative exchange, our
commercial centres can engage both local and international audiences, and position themselves to attract active
community members. These are the ingredients that can help us surmount the tough challenge of attracting citizens
to a developing metropolis. In turn, it is these citizens who can help shape our nation into a sustainable success.
As we transition to smart cities and more highly connected regions we will need a new urban architecture to
underpin that capability - a suite of new 21st century hard and soft infrastructure. Smart city designers are
increasingly turning their attention to the less visible, but indispensable systems that underlie the urban fabric. New
and smarter digital or soft infrastructure is the key to shaping dynamic new cities and regions.
The diagram below shows a framework for a suite of digitally enabled soft infrastructure services that would support
a viable Innovation Precinct for 21st Century Healthcare. It is designed from contemporary cluster development
strategies and would ensure that the following key objectives are met.
Related industries matter: companies need to engage with suppliers, service providers, and other partners from a
range of related industries in order to be successful. As companies focus more on specific ‘core competencies’, their
reliance on industry partners for related activities increases. True economic ecosystems reflect this increasingly crossindustry nature of value chains and innovation systems. Much of the dynamism they generate is related to
economies of scope, as opposed to economies of scale. This means benefiting from interactions with convergent
industries and at the same time spurring growth in employment in these partner industries.
Location matters: It is apparent with increasing globalisation that paradoxically local factors are becoming more
important. National policies do matter, but place factors matter equally as much. Companies can and need to work
with partners in many locations to access the technologies and supplies they need from the best possible sources.
But local partners play a unique role as the type of interaction that companies achieve with local partners is much
richer. And markets, especially for skilled labour, are by their nature local. Companies therefore need to be
geographically proximate to tap into the local talent base.
Linkages matter: while many of the benefits from proximity with companies in related fields occur somewhat
“automatically”, companies can do better if they create an environment that supports active collaboration. For this
collaboration to take place, companies have to overcome a collective action-problem that often exists. For example:
Why should I help create a platform for collaboration if the benefits of doing so accrue to others and depend on their
actions? The cluster management function can facilitate this, but one important task for local government and for
‘anchor’ institutions with sufficient credibility and power to mobilise companies, is to help address these problems
and allow mutually beneficial collaboration to emerge.
Mix specialisation and diversity: While clusters reflect the specialisation of regions into more niche economic
activities, they capture two important additional aspects. First, clusters reflect specialisation in groups of related
industries, not just one narrow activity. Much of the dynamism of clusters derives from these ‘economies of scope’
rather than static ‘economies of scale’. Clusters are thus much more a reflection of cross-industry linkages and
‘related diversification’ than of narrow specialisation. Second, clusters reflect an agile and dynamic interaction
between a large number of firms. Specialisation through the presence of one large, often inertia bound firm or plant
does not constitute a cluster.
Critical mass matters: the more companies there are in industry clusters, the more likely it is that higher levels of
productivity and innovation will be achieved. This is partly due to specialisation. If there is a large local market,
companies can focus more on being very good at a specific narrow activity, and employees can focus more on
acquiring very specialised skills.

.
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More than a network: Clusters are geographic concentrations of firms active in related fields. Some of the linkages
that exist between these firms and that contribute to the dynamism of the cluster result from the firms being in
networks; others, such as access to a common labour market, do not. Networks, especially if they are formalised
through an organisation, are more similar to cluster initiatives. But cluster initiatives not only connect firms, they
organise joint actions among them and provide services to firms in the cluster. Networks, conversely, are not bound
to any particular geographical location in the way cluster initiatives are. They are often a ‘closed shop’ of firms and
other institutions that collaborate on a specific project or in a narrow field.

Proposed Ecosystem Infrastructure Framework
As a result of the cluster development work I’ve conducted over the last three years my recommendation is that the
Fishermans Bend Planning Committee consider developing plans to implement a 21st century Economic Ecosystem
Framework that is intended to align and co-ordinate cross-industry development and drive greater productivity
through:
•
•
•

•
•

A recognised 'Smart Specialisation' brand based on combining as many core strengths as possible and aligning
this into an emerging 21st century value chain.
A cluster management function (soft infrastructure) that actively orchestrates the development of the cluster
by closing the gaps between innovation actors, manages the ecosystem's framework conditions, and provides
collaboration services for its members.
A suite of competitive Shared Services for SME’s, outsourcing red tape, growing international distribution
channels, and assisting in multiple growth stages including incubation and the more important but often
neglected ‘scale up’ phase. Local SME’s should offer these services as part of the ecosystem’s network of
firms.
Landing Pads to encourage multi-nationals to co-locate within Fishermans Bend, not only as potential
replacements for companies such as General Motors Holden (GMH), but to provide access to Asia. These
companies will be seeking established ecosystem infrastructure and access to local supply chains.
Measuring and proactively impacting the win ratio of successfully launched, transitioned and over time viably
sustainable SME’s. This metric, unfortunately underutilised, is a significant local economic indicator.

.
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Michael Porter, an eminent cluster theorist, emphasises that economic activities are embedded in collaborative
activities and that this is the "social glue" that binds clusters together. This is because well-functioning clusters are in
his words ‘lattices of numerous overlapping and fluid connections among individuals, firms and institutions’. The
framework above was designed to support this perspective in providing a "social glue" with systemic activity.
In addition to the functions of facilitating both the quality and quantity of local collaborations and IP creation central
to any commercial endeavour, as an innovation enabler the cluster entity should also plan to focus on:
• Economic revitalisation centred on the precinct by establishing a professional services capability in cluster
management around three future industries – health, education, and advanced manufacturing.
• Finding the right balance between economic diversification and establishing highly complementary industries.
• Ensuring that Melbourne is best placed to maintain an agility to adjust to ever changing global demands and for
the impending (as yet unknown) industry disruptions.
• Consideration of the scalable economic benefits that results from investments in both hard and soft (services)
infrastructure only to the extent that they generate a sustainable flow of services that are valued by
participants. A broad range of potential underpinning ecosystem services is provided for consideration in the
diagram below.
• Continuous Improvement strategies across the collaborating industry sectors, for example:
o Assisting in the development of 21st century health services (e.g. the transition from acute/incident
based care to new ‘continuum of care’ models)
o Assisting in the development and implementation of Assistive Technology (e.g. wearables, home, office,
transport, clinical, sensors)
o Collection, analysis and dissemination of ‘Big Data’ value add analysis drawn from the NDIA and ABS, as
the government moves to more open data, as well as all four nominated sectors
o Assisting in the development and implementation of ICT sensor and IoT platforms to support the three
objectives above leading to a series of smart-home, smart-community and finally smart-city trials

.
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A Roadmap Forward
The Role of Local Government
Public policy at the regional level should begin with the collection of information that clarifies the scope and
feasibility for an underpinning ecosystem, quantifying the economic linkages between industry sectors. These are
often obscured by standard industrial classification systems. Local government has an important role in assembling
information not only about the composition, membership, employment, and performance of each industry segment
but also of the broader cross-sector ecosystem linkages.
The Fishermans Bend Planning Committee has to date already completed a significant amount of valuable regional
planning. It has produced a number of important and quite detailed reports on which to build. Some additional work
evaluating ‘Cluster Feasibility’ will complement this vision and help identify and frame a host of new ‘on-the-ground’
commercial opportunities. This should lead to a host of new initiatives fanning out across the four Fishermans Bend
precincts. Strategies for the Employment Precinct should be designed to seed many new commercial opportunities in
health, education and ‘Smart City’ developments, well beyond it’s boundaries as it becomes a hub for innovation.
Such information will allow public policies and investments to be better aligned with the breadth of local business
and community needs. This will make public policy more relevant and effective. Ecosystem information will also
increase the efficiency of private sector investment and foster new business formation which capitalises on the
precinct’s Smart Specialisation strategies and expanding cluster capabilities.
Another potential role for government in ecosystem development is to convene and facilitate cross-industry
participants if private sector institutions have not already arisen to do so. Once clusters are organised with the help
of trade associations or other mechanisms, government agencies need to become active participants in dialogs with
network participants to understand local constraints to productivity and trading and to identify gaps and weaknesses
in public policy.
A public role in organising collective investments and providing incentives is justified. Investments could include such
areas as cluster institutions, research centres, standards setting, facilities for testing/certification, shared
infrastructure, and many others. In some cases, public investment in external assets and activities (e.g. marketing and
international trade shows) is also justified.
Public policy at the cluster level, in contrast to micro-economic policy at the industry or firm level, avoids the
inefficiencies, moral hazard, potential distortions, and dubious rationale of many narrowly targeted policies such as
innovation grants for particular firms, or single industry technical assistance programs. The case for a public role in
training, for example, is much stronger at the cluster level than at the industry or company level because training
investments will benefit numerous organisations with little risk of distorting competition.
Ecosystem development policies do not imply large capital investments or big increases in program funding. Instead,
the thinking is focused around improving the effectiveness of existing micro-economic policies in a slightly larger
context. This means improving policy parameters around existing programs, engaging the private sector in publicprivate initiatives, and making existing economic development programs more far reaching.
Recommended Next Steps
Networking and collaboration activity is essential to a high-performing innovation system. Unfortunately, Australia’s
innovation systems are poorly networked compared to other OECD countries. Australian cities and regions are also
weakly networked from a cross-industry perspective. A feasibility study should therefore be proposed to begin to
define the scope of an underpinning Economic Ecosystem that would support an Innovation Precinct and place
Melbourne in a position to proactively drive systemic and scalable change in:
1) Advanced manufacturing capability for many SME’s, and
2) Disability and ageing services supporting their transition to Consumer Directed Care.
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There is an industry convergence opportunity, which ideally could be piloted around the General Motors Holden
(GMH) site as an anchor point or cluster hub to facilitate linkages between the healthcare, manufacturing, education
and social insurance sectors. A feasibility study or an Industry Cluster Evaluation should include, as a minimum, the
following outputs:
•

•

•

•

•

Governance Structure (Strategy & Direction)
o Identification of a Precinct Governance Model for continuing work on this initiative after completion of
this initial evaluation phase
o A governance structure for the Fishermans Bend Employment Precinct that includes representatives from
all of the relevant industry sectors as well as cluster management expertise
o Aligned to a well-defined Smart Specialisation to differentiate the innovation precinct globally
Organisational Framework (Structure)
o Incorporates perspectives from key representatives from NDIA and the disability services; health;
advanced manufacturing; and education and training sectors
o Establish a multi-industry ‘Consortium of Interest’, prepared to engage in cluster development
o Identify the early adopter organisations that will help to mutually stimulate the four convergent industry
sectors supporting growth in assistive technology, healthcare, manufacturing and training activity
o Identify a number of large key ‘Anchor Organisations’ in each industry that will act as cluster lynchpins
Operational Framework (Processes)
o Driven by the outcomes of consultation and engagement with the relevant stakeholders and sectors
o Identify the process and collaboration required across the industry sectors
o Identify communication channels for new formal cross industry linkages within the proposed ecosystem
o Recommended strategies that will enable local manufacturers to replace imports by producing
commoditised and/or custom made in-home, in-workplace and mobility assistive technology
o Recommended strategies that will lead to opportunities for local healthcare service providers to create
new Consumer Directed Care services
o Document details of issues encountered during the feasibility study and how these were overcome
o Document learnings from this feasibility study and how this model can be replicated elsewhere in Victoria
Investment Framework (Funding)
o Identify a series of “common needs” projects by cross referencing new supply and demand opportunities
and new business consortia as identified through a series of participant meetings
o Publication material for government and community awareness to support a subsequent investment into
and development of a formal Business Level Scoping Study (inc. ecosystem mapping and REMPLAN
models) for an economic ecosystem around the new Fishermans Bend commercial districts
o Identification of and quantification of the demand for assistive technology appliances and devices that can
be produced locally to replace imports
o Identification of and quantification of the demand for additional local disability and aged care workers
Workforce Development and Skills (Human Capital)
o Identify current and future workforce skills needs, and the strategies required to address these needs
o Identification of the level and type of jobs that are required by the Disability Services and Aged Care Sector
both now and in the future
o Identification of level and type of training required to upgrade existing workforce skills
o Make recommendations for strategies for meeting current and future workforce needs

The objective is to identify the cross-industry enablers needed to construct an effective framework that would
support the underpinning soft infrastructure for several industry sectors to begin to integrate themselves into an
Economic Ecosystem. In particular ..
1) The development of an Assistive Technologies Innovation Hub (advanced manufacturing),
2) The transition to and ongoing evolution of Consumer Directed Care (new healthcare services), and
3) No reinvention by leveraging the existing local plans, studies, etc.. relevant to this endeavour
.
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The graphic below (Purdue University, USA) shows the ecosystem development process as it unfolds.

Offer of a Victorian Government Grant
I have been pursuing the idea of developing a ‘Convergent Industry Innovation Precinct’ to support the transition of
aged care and disability services to Consumer Directed Care (CDC) for some time now. Over the past year there has
been good progress. Quite a few early adopter organisations have emerged, working on business strategies and new
projects. I have now moved beyond the conceptual “just an idea” phase and have some initial traction as evidence.
After a series of discussions to determine the best approach in progressing the initiative, the Victorian government
has recommended the Future Industries Fund. This is a $200 million fund to support the six high-growth sectors that
have the potential for durable economic growth - to create jobs and attract investment in Victoria.
The Future Industries Fund - Building a stronger Victoria
Victoria's economy is in transition. To meet the challenges and opportunities generated by a rapidly
changing global marketplace, we need to create the conditions for sustained jobs growth and
prosperity. The A$200 million Future Industries Fund supports high growth, high-value industries that
are critical to securing Victoria's future as a competitive, innovative and outward-looking economy.
Source : Vic Government Future Industries website

The following staged process is one recommended approach:
•
•
•
•
•

Stage 1 : Concept Visioning and initial stakeholder engagement
Stage 2 : Complete a Feasibility Study or Industry Cluster Evaluation and establish a multi-industry
‘Consortium of Interest’ to gain traction in the community
Stage 3 : A Business Level Scoping Study, supported by an initial Victorian Government grant (up to $100,000)
Stage 4 : Infrastructure Build supported by a 2nd Victorian Government grant (up to $1 million)
Stage 5 : Scale Up the Cross-Industry Cluster

The ‘Consortium of Interest’ identified as part of the Industry Cluster Evaluation would assist in the following phase –
a Formal Business Level Scoping Study that would include an aggregation of real business development opportunities
input into a REMPLAN model. An ecosystem map would also be established that identifies the supply chain,
distribution channels and partnership linkages between public and private organisations (target of 50+) across the
key industries. This will make the business networks much more visible and drive a continuous series of new projects
and partnerships, spinning the ecosystem up over time.
.
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A Business Level Scoping Study
For stage 3, consortium members will be asked to participate in requirements gathering and identifying their future
needs/desires. We would keep a ‘light touch’ to make things as easy as possible for organisations to participate. We
don’t expect to collect any commercial-in-confidence information and therefore the Scoping Study deliverables will
be freely available to consortium participants.
At the end of stage 3, all participants would be invited to a half day workshop to jointly review the outcomes, identify
new opportunities, gaps, etc…, network and hopefully form additional new business relationships.
The objective of stage 3 - cross-industry cluster mapping is to gather enough evidence to support a grant application
for stage 4 - an investment in ecosystem infrastructure. The recommended outputs are:
1)
2)
3)

An overview of the methodology for cluster development
(based on an extensive suite of successful European projects)
A precinct cluster map at the organisational level, including data flows
A series of REMPLAN economic models based on an aggregated
suite of new business opportunities identified by cluster participants

The consortium would expand significantly as we progress to stage 4, but there is no obligation on participants to
continue. The objective is to develop a fairly open collaboration across a variety of industries – a true economic
ecosystem where ongoing participation is fluid and scope is driven by the participants themselves.
Promoting Ongoing Cross-Sector Collaboration
In order to drive ongoing cross-sector collaboration between cluster participants, a suite of tailor-made management
services should be provided as part of the ecosystem’s suite of soft infrastructure services. This would be planned as
part of Stage 4 – The Infrastructure Build phase. These are important processes for cluster participants. They
maintain an enthusiastic and constructive environment, ensure ongoing entrepreneurship, and maximise growth
opportunities. An example of a suite of ecosystem management services follows:
1) Every new value chain or emerging industry starts with “market intelligence” which gathers evidence to support
an idea that there may be an opportunity for the development of a new market and/or a new market segment.
2) Then “matchmaking” services identify and work with cross-industry partners to develop ideas on how to take
advantage of product and/or service prospects within the identified market segment(s).
3) Once ideas are substantiated, they need to be translated into real projects and formal “project development”
activities that imbed quality processes to maximise the chances of success.
4) “Technology transfer” ensures that new experiences and new knowledge are shared appropriately with other
cluster participants.
5) Funding for these projects must be sourced from a repeatable and scalable investment process (e.g. as part of a
system of “innovation vouchers”) rather than as an expensive ad-hoc sourced activity.
6) “Strategic cross-cluster collaboration” keeps all ecosystem participants informed of the continuous evolution of
the ecosystem by providing visibility in terms of data dashboards, knowledge transfer, the development of
human capital and funding opportunities.

.
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In Conclusion
All of our leaders in businesses, government, and social institutions have a role to play in the new ever more digital
world. Understanding the growing interdependencies that underlie our economic ecosystems reveals the true extent
of mutual dependence and collective responsibility that all of these entities have for creating the conditions for
productive co-opertition.
This will require fresh thinking on the part of all of our leaders and the willingness to abandon the traditional
categories that drive our thinking about who does what in our society. The lines between public and private
resources and investment blur. Companies, no less than governments and universities, have a stake in education.
Universities have a stake in the competitiveness of local businesses. All have some degree of social responsibility.
By making transparent the structures and processes by which human capital and prosperity is created and grown in a
regional economy, a well mapped and proactively managed ecosystem will open up many new public-private avenues
for constructive action. Collectively, this will result in the residents of Fishermans Bend establishing a series of vibrant
world class social and economic environments in which to live. Creating districts that are world class in their health
and education services; diverse and dynamic in their business activities; and providing a high level of public services
that are attractive to both residents and workers.
Fishermans Bend is in a great position to enhance its status in the 21st century. To attract investment, deliver new
employment opportunities, and provide an environment that will make people want to move to, work and live in a
globally innovative location.

.
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