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Business Digitalisation Public Policy  
The Government of Western Australia through its Department of Primary Industries and 
Regional Development (DPIRD) is launching a program to facilitate business 
digitalisation1. The target clients are West Australian (WA) based Small and Medium 
Enterprises (SMEs). It will commence with the food and beverage manufacturing sector.  
Logically there are two options to fostering more engagement with digitalisation:  

• Option 1: Use commercial off the shelf (COTS) solutions and bring SMEs up to 
speed  

• Option 2: Start by understanding the needs of SMEs and then meet these.  
In a review of multiple national industry policies on business digitalisation around the 
world, without exception, Option 1 has been followed.  
Nations exhibit distinct patterns in their business digitalisation public policy behaviours. 
There are eleven common elements:  

1. interventions guided by industry policy agencies  
2. program design by top tier consulting firms  
3. linkage to one or more German corporations or multiplier agents  
4. engagement with the largest, most successful, highly automated 

corporations/industries and their high-tech automation OEMs and IT systems 
service providers   

5. program delivery start point is commonly a SME digital maturity assessment  
6. preparation of a digital roadmap for the business often recommended  
7. cost/benefit analyses to ensure acceptable budget and payback metrics  
8. training of firm management and staff  
9. support for the adopting business via external expertise access  
10. specification of “tried and true” commercial off the shelf (COTS) technologies  
11. public financial support measures to subsidise the initial purchase price of COTS 

solutions from OEM suppliers.  
For instance, in Australia and Singapore, as well as Korea..et al…  
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1 Digitalisation is a deceptively broad term. It is the process of moving to a digital business. It covers not only 
the introduction of digital technologies but also culture, leadership, management and customer orientation. In 
common usage, digitalisation starts as a computer and software in the office. Next, digital processes connect 
to the outside world through email, web site, social media and e-commerce. Next steps engage with 
automated processes and robotics. More sophisticated mastery leads to machine learning and artificial 
intelligence and on to digital twins, quantum computing, augmented and virtual reality (AR/VR) and 
distributed leger technology. 
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There is a multitude of papers by multilateral organisations, industry organisations, 
consulting houses and academics that identify worryingly slow uptake of digitalisation by 
businesses of all sizes. The failure to engage by SMEs is a strong common finding.  
From its February 2022 review of digitalisation and manufacturing transformation amongst 
600 businesses across 30 countries, the World Economic Forum proposes one 
explanation for slow SME uptake:   

“Today, there are no lack of well-meaning organizations that seek to 
help manufacturers - particularly SMEs - kickstart and/or accelerate 
their transformation journeys. Such institutions include governments, 
consulting firms, business chambers, technology providers and 
multilateral organizations. However, we have observed that many 
organizations tend to apply “one-size-fits-all” approaches in their 
support. Common initiatives include state-level subsidies for the 
adoption of new automation equipment or industry-led forums that study 
use-cases of global companies. Based on our observations, the impact 
and efficacy of such blanket interventions have been limited.”2  

Optimism is often defined as doing the same thing and expecting a different result. In less 
polite society there is often more pointed language used to emphasise this.  
If we want to see digitalisation adopted by SMEs then we clearly need a different 
approach.  
What might convince policy makers that clear guidance on the parameters for an 
alternative approach already exists? The answer lies in approaching the issue from the 
SME adoption perspective (Option 2, above).   
Two thoroughly validated industry development frameworks exist that help us to 
appreciate the core elements in industry policy design to achieve adoption of digitalisation 
by businesses, particularly SMEs:  

• the CSIRO ADOPT model  
• disruptive innovation.  
 

CSIRO ADOPT  
CSIRO ADOPT is a modelling tool designed to make predictions about the extent and 
timescales for uptake of new practices amongst a population of users3. It has been 
developed for the agriculture domain. ADOPT is often used in a wider range of industries 
than validation exercises have considered and still found useful.4 Since the population of 
adopters targeted by the tool is farmers, a very large proportion of these are also SMEs.   
The ADOPT model may also be used as a design tool:  

“Beyond its use for predicting adoption, a different mode of use is to 
ask what changes would be necessary to bring about a given increase 
in speed or level of adoption. This can contribute insights, for example, 

 
2 The Global Smart Industry Readiness Index Initiative: Manufacturing Transformation Insights Report 2022 
authored in collaboration with the Singapore Economic Development Board (EDB) 
3 https://adopt.csiro.au/ accessed 20220207 
4 https://adopt.csiro.au/faqs.aspx accessed 20220428 

https://www.weforum.org/whitepapers/the-global-smart-industry-readiness-index-initiative-manufacturing-transformation-insights-report-2022
https://adopt.csiro.au/
https://adopt.csiro.au/faqs.aspx
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about the relative importance of improving the practice itself versus 
improving the communication and extension process.”5  

This mode may assist in developing a fuller appreciation of SME engagement with 
digitalisation. For instance, what impact on adoption of digitalisation by SMEs might be 
expected if:  

• The cost of digitisation is significantly reduced?  
• Ease of use obviates the need for specialist service and training providers?  
• Upfront planning is minimised – instead: installing, repositioning within business 

processes and learning-by-doing with immediate business results is enabled?  
• Low complexity and low risk delivers hands-on familiarity and confidence by end 

users?  
Important amongst the 22 factors within the ADOPT Model include practical business 
issues such as:  

• Ease and convenience  
• Risk  
• Profit benefit  
• Cost  
• Existing skills and knowledge within the business.  

 

Disruptive Innovation  
The principles of disruptive innovation help managers (and policy makers) to determine 
when it is logical to back lower performance products that promise smaller margins, and 
when to pursue ill-defined emergent markets (i.e., digitalisation in SMEs).  
The characteristics of a disruptive innovation6 is that it is:  

• Simpler, cheaper, smaller, lower performing, easier to use  
• Offers lower margins  
• Leading firm’s most profitable customers generally can’t use and don’t want them  
• Commercialised first in emerging or insignificant markets.  

Large corporations cannot make a business case for working with such parameters.   
Success in delivering the new forms of value offered by disruptive innovations can only be 
achieved by an organisation specifically designed for commercial success while satisfying 
the unmet needs of new customer types.   
The reason disruptive technologies and new distribution channels frequently go hand in 
hand is an economic one. Distributors have very clear formulas for making money. Just as 
disruptive technologies don’t fit the models of established firms for improving profits by 

 
5 Kuehne G, Llewellyn R, Pannell D, Wilkinson R, Dolling P, Ouzman J, Ewing M (2017) Predicting farmer 
uptake of new agricultural practices: A tool for research, extension and policy, Agricultural Systems 156:115-
125 https://doi.org/10.1016/j.agsy.2017.06.007 
6 Christensen, C. M. (1997). The Innovator’s Dilemma: When New Technologies Cause Great Firms to Fail 
(Boston, MA: Harvard Business School Press) p xii, Christensen, C., & Raynor, M. (2003). The innovator's 
solution: Creating and sustaining successful growth. Harvard Business Review Press. Christensen, C. M., 
Anthony, S. D., & Roth, E. A. (2004). Seeing what's next: Using the theories of innovation to predict industry 
change. Harvard Business Press. 

https://doi.org/10.1016/j.agsy.2017.06.007
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serving their most valuable existing customers, they often don’t fit the business models of 
their distributors either.   
Given this, it is not surprising that the Option 1 approach in dealing with SMEs has 
struggled for the multinational enterprises (MNE) exemplars and the Original Equipment 
Manufacturer (OEM) and software systems suppliers. The only viable path is to create an 
organisation that is small enough, lean enough, and such that serving emerging market 
customers can offer a critical path to success.  
Often what disruptive innovation means is that what is required is not just product 
development but an architectural reconfiguration of a value chain through to delivery of 
value to the customer.  
Historically, disruptive technologies involve no new technologies; rather, they consist of 
components built around proven technologies and put together in a novel product architecture that 
offers the customer a set of attributes never before available7.  
 

Making a National Policy Transition  
There are a few indicators that researchers are taking incremental steps in the direction of 
solutions aligned with factors drawn from the CSIRO ADOPT and disruptive innovation 
approaches:  

• In New Zealand, is there, then, a distinctive strategy for the application of Industrie 
4.0 in small countries like New Zealand and in small enterprises generally, which 
better utilizes human creativity and the greater agility of the small firm?8  

• In Germany, teaching businesses the basics in digital transformation via retrofitting 
existing equipment with digital capabilities to help SMEs take their first steps in 
Industry 4.09  

However, to meaningfully embrace the challenges of driving pervasive and rapid adoption 
of digitalisation by SMEs through the ADOPT and disruptive innovation frameworks, there 
is a need to significantly lift the quality of innovation directed at delivering against the 
unmet needs of SMEs.  
It is clear that SMEs are not (unfortunately for the aforementioned national policy 
managers) simply smaller versions of MNEs. They are different creatures altogether.  
With the above mentioned principles in mind DPIRD set out to identify programs 
supporting the adoption of digitalisation by SMEs, of the programs reviewed, Digital 
Manufacturing on a Shoestring was identified as the most suited to the needs of WA-
based SMEs. 
Digital Manufacturing on a Shoestring holds each of the innovation quality dimensions 
required to meet the needs of SMEs. By design, it firmly engages each of the core drivers 
of the CSIRO ADOPT and disruptive innovation frameworks.    

 
7 The Innovator’s Dilemma ibid p215 
8 Taylor, M. P., Boxall, P., Chen, J. J., Xu, X., Liew, A., & Adeniji, A. (2020). Operator 4.0 or Maker 1.0? 
Exploring the implications of Industrie 4.0 for innovation, safety and quality of work in small economies and 
enterprises. Computers & industrial engineering, 139, 105486. 
9 Niemeyer, C. L., Gehrke, I., Müller, K., Küsters, D., & Gries, T. (2020). Getting Small Medium Enterprises 
started on Industry 4.0 using retrofitting solutions. Procedia Manufacturing, 45, 208-214. 
https://www.sciencedirect.com/science/article/pii/S2351978920311380 accessed 20220428 

https://www.agric.wa.gov.au/food-beverages/digital-manufacturing-shoestring
https://www.agric.wa.gov.au/food-beverages/digital-manufacturing-shoestring
https://www.sciencedirect.com/science/article/pii/S2351978920311380
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The top end of town approach characterised by the 11 patterns (Option 1) is failed industry 
development strategy. The World Economic Forum 2022 report confirms this.  
An approach which allows SMEs to use, learn, play and become familiar with digitalisation 
must lead ultimately to more comfort, greater willingness to try, more experimentation and 
business results that leads to more value thus driving pervasive and rapid SME uptake.  
Simply put, we must start with this end in mind. Digitalisation is not solely about 
introducing technologies. Rather it is also about management, customer value, learning, 
creativity and confidence in devising new approaches to business.  
We consider Shoestring is a positive and disruptive step in the right direction with the 
potential to generate significant benefit for SME businesses. The benefits will extend far 
beyond the Western Australian context as other regions recognise the power of this model 
and come on board allowing Shoestring the development runway (budget, space and time) 
to fully develop into the transformational industry development tool that it can be.   
Shoestring holds the character to enable “ambient room temperature economic 
development” to take place vis a vis the superheated steam driven national policy 
approaches currently in vogue.   
  
 

Important Disclaimer  
The Chief Executive Officer of the Department of Primary Industries and Regional Development 
and the State of Western Australia accept no liability whatsoever by reason of negligence or 
otherwise arising from the use or release of this information or any part of it.  
Copyright © State of Western Australia (Department of Primary Industries and Regional 
Development), 2022. 
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