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1.  METHODOLOGY 
 
The Australian Information Industry Association (AIIA) conducted research to inform the 
development of a range of small-to-medium enterprise (SME) development programs.  The 
SME program is managed by AIIA’s Local Industry Action Group (LIAG), which has 
representatives from most states and from a cross section of ICT industry sub-categories – 
with software being the predominant category. To enable priorities to be established, AIIA 
required a current profile of the ICT sector in Australia and an appreciation of the views of key 
industry participants and governments. 
 
AIIA engaged ICT research company Intermedium to provide this background research. 
 
The brief was to: 

1. review and document key ideas, themes and issues contained in relevant academic and 
press articles and in relevant government policy documents. 

2. interview representatives of the ICT sector in Australia for their views on what the key 
priorities should be for an SME program. 

 
The literature review was broad and included academic papers, statistical reports, government 
policy papers and press articles.  It also examined the following publications by federal, state 
and territory governments: 
 
Australian Government 
DCITA: 2004,”Australia’s Strategic Framework for the Information Economy 2004-2006” 
 
DCITA: 2005: “Productivity Growth in Services Industries; Occasional Economic Paper” 
 
DCITA, November 2005, “ICT and Australian Productivity; Methodologies and Measurement, 
Occasional Economic Paper” 
 
The Economist – 2005: “Benchmarking study of the competitive advantages of Australia’s ICT 
sector as a location for investment: A study undertaken for Invest Australia” 
 
Framework for the Future Steering Committee 2003: “Enabling our Future: A framework for 
the Information and Communications Technology Industry”   
The Executive summary highlights the findings of both major phases of the research and draws 
the important threads from both together.  
 
Prime Minister’s Science, Engineering and Innovation Council 2005: “Growing Technology 
Based SME’s” 
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ACT Government 
Economic White Paper 
 
Queensland Government 
Department of State Development and Innovation 2004: “Smart ICT – Taking it to the World’ 
 
Victorian Government 
Department of State and Regional Development 2001 “Growing Tomorrow’s Industries Today” 
 
Premiers Department March 2005: “A Vision for Victoria to 2010 and Beyond” 
 
Western Australian Government 
Department of Industry and Resources (in conjunction with the State’s ICT Industry) 2004: 
“Enabling Future Prosperity” 
 
Northern Territory Government 
Northern Territory ICT industry 2005: “Northern Territory ICT Industry Strategic Plan”  
 
At the time of the research, the following States did not currently have public domain 
statements about their approach to ICT 
 
NSW Government 
The NSW Government’s most recent policy document pertaining to ICT was 2000’s “Skilling 
People for an Information Society”. A document is understood to be under preparation. 
 
South Australian Government 
An ICT industry strategy is currently understood to be under development by the Information 
Economy Advisory Board.  
 
Tasmanian Government 
A document is understood to be under preparation. 
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2.  EXECUTIVE SUMMARY 
 
 
The clear themes that emerge from this research are that there is a need: 
 
 To build the capacity and capability of the Australian ICT industry, including the 

development of high level technical skills and managerial and entrepreneurial 
competence. 

 
 To promote the exciting range of career opportunities to potential ICT graduates to 

ensure both the ICT industry and the ICT skill needs of companies are being met. 
 
 To build awareness of the importance of marketing to those companies who are either 

ignorant of it, or who continue to put their emphasis and concentration into the 
technical aspects of their product development.  

 
 For SME companies to be supported with appropriate marketing intelligence and 

guidance on how and which overseas markets to tackle, with their products.  
 
 In order to compete globally, Australian ICT SME companies are increasingly looking for 

business opportunities that enable them to build relationships and networking – which 
will ultimately lead to greater business growth. 

 
 To provide a framework for structured facilitation between ICT SME companies to build 

both competitive advantage and partnering opportunities. 
 
 For ICT companies need to work together to engage with other industry sectors to 

partner to explore potential ICT driven productivity improvements. 
 
 To promote the importance of the industry to the Australian public and Australian 

decision makers, particularly the political (as opposed to administrative) levels of 
government. 
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3.  RECOMMENDATIONS 
 
The recommendations arising from this research can be broadly categorised into three main 
groupings. 
 
 
Build the capacity and capability of the Australian ICT industry 
 
Recommendation 1 - Skills 
AIIA should continue actions which are designed to deal with the issue of current and future 
skills supply.  The degree to which this was consistently addressed across the range of 
questions raised warrants further consideration by AIIA. 
 
AIIA Response: AIIA's Education and Skills Taskforce will continue to provide ongoing advice 
on current and emerging education and skills development issues, and review matters of 
interest before they are submitted to AIIA's Board of Directors. The main objective of the 
taskforce is to ensure that the ICT industry has access to the skilled people necessary to grow 
the industry. 
 
Recommendation 2 – Managerial competence 
AIIA should develop education programs which are designed to assist in raising managerial 
competency levels for: 
 
 accessing venture and angel capital, pre-seed funding and ESOP programs. 
 commercialising new product. 
 exporting products. 

 
AIIA Response: AIIA, through its Local Industry Action Group (LIAG) will continue to focus 
on a range of programs and activities that are targeted at our local industry community. 
Programs such as the ICT Entrepreneurs Program will continue to be supported, as well as new 
capacity building programs such as commercialisation and raising venture capital. 
 
Recommendation 3 – Clusters 
AIIA should facilitate business networks to enable SMEs to build relationships and grow 
globally competitive businesses.   
 
AIIA Response:  
AIIA understands that in order to compete globally, Australian ICT SME companies are 
increasingly looking for business opportunities that enable them to build relationships and 
networking – which will ultimately lead them to greater business growth.  AIIA is also of the 
view that ICT will be a major driver of future productivity in Australian industry and ICT 
companies need to work together to engage with various industry sectors to explore this 
potential in a structured way. 
 
AIIA continues to build on the CollabIT partnering program which focuses on supporting 
clustering arrangements to accelerate the maturation of the Australian ICT industry. 
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Build awareness of the importance of marketing and provide 
marketing intelligence 
 
Recommendation 4 - ‘Place’ 
This issue of ‘place’ (how the product will be offered to its market and where) is clearly one in 
which companies could benefit from advice and assistance, given the very high level of 
comment from respondents about ‘place’ related issues.  AIIA could support activity to assist 
companies in deciding which markets to tackle, and in deciding what distribution model to 
select for that market.   
 
AIIA Response: AIIA continues to build on the CollabIT partnering program with activities 
that will support ‘place’ such as market intelligence events, opportunity analysis, exporters 
club and trade show facilitation. 
 
Recommendation 5 –Product/niche selection 
AIIA should support activity which is intended to achieve, via co-operative arrangements, 
concentration of industry effort into particular product solutions or industry verticals that are 
suggested by research into products likely to have good market potential.   
 
AIIA Response: AIIA is developing a process that will support the development of facilitated 
partnering between SME companies and industry vertical market place events. AIIA will launch 
an online business matching service where customers will be able to access a database 
through AIIA’s website, and search for companies based on a range of criteria including 
location, service or product type and budget.  
 
 
Promote the importance of the industry to the Australian public and 
Australian decision makers 
 
Recommendation 6 – Influencing government  
AIIA should research and develop ongoing policy which is focused on key areas of interest to 
members.  The list of policy areas identified by interviewees was comprehensive and included: 
 
 Grants and trade promotion (eg Austrade and related activities). 
 Intellectual property and public liability insurance. 
 Support for research and development. 
 Support for the establishment and administrative maintenance of clusters. 

 
AIIA Response: The Policy Team will continue to work with key government stakeholders on 
the above range of policy topics. AIIA is also developing a ValueICT campaign to engage more 
broadly with parliamentarians and the community in general regarding our industry and 
relative importance of the industry to Australia.  
 
The campaign will demonstrate that while the ICT industry is a significant industry in its own 
right, its more important role is in enabling and underpinning economic growth and many 
other activities in our community, supporting Australians in their work, education and 
recreation. The range of collateral will demonstrate this through a small number of case 
studies.  
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4.  KEY FINDINGS 
 
The following discusses the findings of the research against each of the topic areas nominated 
by AIIA for the research, and outlines the general position taken in the literature for that topic 
heading, and then discusses the position taken by interview respondents for that particular 
topic area. 
 
Industry goals and challenges over the next two years 
 
Although expressed in different ways, there is strong congruence between the literature and 
the interview opinions regarding the challenges facing the ICT industry.   
 
The industry faces challenges to achieve exports, gain capital and obtain the right skills – both 
managerial and technical.   
 
Literature review 
The Prime Minister’s ‘Science, Engineering and Innovation Council’ identified four critical 
factors “which have implications for government and the commercial sector in influencing the 
growth of technology based SMEs”: 
 

1. The ability to export. 
2. A focus on developing innovation solutions to customer problems. 
3. Having access to sufficient domestic expansion capital.  
4. Possessing experienced and skilled management. 

 
The Australian government, in its paper ‘Australia’s Strategic Framework for the Information 
Economy 2004-2006’ makes the point that “Australia cannot afford to neglect the challenges of 
the information economy transformation.”  
 
The paper adds that “successful adjustment to the technology will create a platform for long-
term national competitiveness, the renewal of regional communities and stronger social 
cohesion.  Whether we want to or not, there is no choice but to continue to adapt.  The 
challenge is to ensure our response is strategic, coherent and effective.”1 
 
The ‘Enabling our Future’ paper suggests that “consistent high level leadership is required from 
governments, industry, researchers and educators to promote the important role of ICT in the 
achievement of wider national goals.”  In addition, the paper suggests that “better 
coordination of Commonwealth, State and Territory government policies on ICT-related issues 
is needed to achieve the necessary focus and scale.”2 
 
Western Australia’s three goals are to “build local capacity, take local companies to global 
markets and attract new investment.”3 
 
The Northern Territory Industry Strategic Plan has three high level goals – “the ongoing 
maintenance of activities in current markets, increased penetration of ICT opportunities in 
major development projects within the NT and substantially increased activities in markets 
outside the NT, including other parts of Australia and overseas.”4   



 

8 

Realising the potential of the
local ICT sector
September 2006

 
Interview results 
The goals and challenges raised by respondents fall under the following headings:  
 
 Acquiring skilled resources (current & future). 
 Expanding onshore business. 
 Becoming export ready. 
 Competing against emerging ICT countries. 
 Dealing with the lack of political and societal awareness of the importance of ICT to 

the economy. 
 
 
Industry strengths 
 
Literature review 
As a general observation, all government policy papers reviewed commenced with a 
description of the strong contribution that ICT had made to Australian society and the positive 
characteristics of the industry.   
 
Interview results 
Respondents perceived that the industry has significant strengths which include: 
 
 An adaptable competent and capable workforce. 
 Clever, well educated participants. 
 Industry leadership in solutions for mining/resource industry.  
 An established industry with a sophisticated customer base.  
 A stable economic and political environment. 
 Innovation and research capability.  
 Effective networkers. 

 
 
Industry weaknesses 
 
Literature review 
There were very few statements about industry weaknesses in the government policy papers, 
which is exemplified in ‘Enabling Our Future’.   
 
The paper addresses the need to brand Australia as a country with world-class ICT capabilities, 
companies and researchers because “Australia is currently not widely perceived as having 
these characteristics, which makes the task of selling its ICT capabilities, products and services 
more difficult and undermines our investment promotion and embedding efforts.  Better co-
ordination between jurisdictions is essential.”5  
 
Another strong statement about weakness was contained in John Brumby’s Ministerial Message 
in the preface of ‘Growing Tomorrow’s Industries Today’ where he said “secondly, we must be 
about growing a globally significant ICT industry in Victoria.  Australians are world leaders in 
the consumption of new technologies, yet we are behind most developed countries in the 
production and export of new technologies.”6 
 



 

9 

Realising the potential of the
local ICT sector
September 2006

Interview results 
The weaknesses respondents identified fell into 15 ‘themes’, which can be grouped into the 
three main recommendation areas, as follows: 
 
Build the capacity and capability of the Australian ICT industry 
 

1. Poor skilling and accreditation. 
2. Lack of R&D support and lack of agreement about research priorities. 
3. Lack of innovation. 
4. Lack of competitiveness. 
5. Lack of resources. 
6. Lack of access to capital. 
7. Lack of experienced entrepreneurs. 
8. Immature industry compared to the other professions. 

 
Build awareness of the importance of marketing and provide marketing intelligence 
 

9. Small domestic marketplace. 
10. Lack of ‘brand’/global recognition. 

 
Promote the importance of the industry to the Australian public and Australian decision makers 
 

11. Lack of confidence in Australian companies. 
12. Inconsistent or absent government policy or support. 
13. Lack of effective representation to government. 
14. Inadequate protection of IP. 
15. Existence of an ICT deficit when many other countries eg Finland do not have one. 

 
 
Industry opportunities 
 
Literature review 
A number of the policy papers make statements about opportunities and, as with the interview 
responses, some articulate niches or specific directions whilst others talk about markets more 
generally. 
 
The ‘Enabling our Future’ paper outlines five niche opportunities:   

1. Specialised IT applications for demanding, leading-edge customers. 
2. Security services. 
3. Applications arising from the adoption of internet-based applications. 
4. Consumer applications such as games. 
5. Specialist services for large users such as high end technical support services.7 

 
The ACT’s ‘Economic White Paper’ states “despite its size, the potential for further growth in 
the local market is relatively limited.  Many ACT based companies are now looking for growth 
offshore by leveraging their knowledge of the local market and customers and applying this 
know-how to similar overseas markets.”8 
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Interview results 
Respondents predominantly either chose to nominate new markets as industry opportunities, 
or else the development of solutions in particular industry niches.  Opportunities were 
expressed by respondents as follows: 
 
Markets as opportunities: 

1. Pursuing near shore work. 
2. Pursuing sales in the region. 
3. Pursuing sales in UK and USA. 

 
Niches as opportunities: 

4. Pursuing specific ‘niched’ solutions. 
5. Working in partnerships/clusters.  

 
Other opportunities: 

6. Working with multinationals.  
7. Creating a good government support program for start-ups.  
8. Creating a centre for strategic ICT studies. 

 
 
Industry threats 
 
Literature review 
The policy papers do not focus on industry threats to any great extent, being more concerned 
with articulating positive statements.  However, the ‘Strategic Framework for Information 
Economy’ paper makes the point that if we fail to adjust to the disruptive changes being 
brought about by the global information economy “we will lose ground to the other nations 
who succeed, and it will be difficult to maintain Australia’s relative economic growth and social 
development.  But if we succeed, a platform for growth and development will have been laid 
down that will underpin Australia’s long term national performance.”9 
 
Interview results 
The industry threats identified by respondents fell into two broad categories only: 

1. Understanding the opportunities and challenges of competing with multinationals in the 
domestic market. 

2. The rise of India and China as providers of ICT products and services. 
 
 
Export issues 
 
There is no doubt that considerable importance is placed on the ICT industry’s need to achieve 
high levels of export, by not only the industry respondents but also by government policy 
makers. 
 
Literature review 
The Victorian, Western Australian and Queensland policy papers each outline the nature of the 
programs and funding they have put in place to support their ICT industry to develop export 
capability.   
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The Prime Minister’s ‘Science Engineering and Innovation Council Working’ paper is entirely 
focused on developing the export capability of technology-based SMEs.  Its first 
recommendation is centred on the implementation of a cross-jurisdictional ‘tech team’ 
comprised of representatives from different levels of government, from industry and from 
commerce which will work to create the networks, vision, initiatives and skills required for 
successful SME export.   
 
Its second recommendation is devoted to making a series of suggestions about how to improve 
the “reach and focus of Austrade’s national and international representation for technology 
based SMEs by adjusting the Austrade adviser skill profile and employment arrangements.”1011 
 
Interview results 
The export issues cited by respondents range across: 
 Product 
 Place 
 Promotion 
 Managerial competence 
 Skills/Education 
 Investment 

 
The most commonly identified export issues related to ‘place’. This is a marketing concept 
covering both where a product should be marketed and by what means it should be taken to 
that market (eg directly or through the use of resellers or partners).   
 
The next most significant issue was managerial competence. 
 
 
Barriers to developing a globally competitive ICT industry 
 
Literature review 
By and large, the government papers did not directly address the issue of ‘barriers’.  The 
‘Enabling Our Future’ paper identified three ‘significant issues’ facing SMEs, which could be 
interpreted as ‘barriers’.  These issues were lack of access to the following: 
 

1. Early stage capital.  
2. International markets.  
3. Government and big business contracts.12 

 
Interview results 
There is considerable overlap between issues identified in the SWOT (strengths, weaknesses, 
opportunities and threats) analysis conducted with respondents and the ‘barriers’ they 
identified to creating a globally competitive industry. 
 
The ‘barriers’ identified by respondents range across issues of:  

 Three of the four ‘P’s of marketing 
o Product 
o Place 
o Promotion 

 Multinational competition 
 Government policy 
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 Investment 
 Managerial competence 

 
The most commonly identified ‘barriers’ were government policy, investment and managerial 
competence. 
 
 
Drivers for a globally competitive ICT industry 
 
Literature review 
Generally speaking, the ‘drivers’ are articulated as either strategic goals (or challenges) or as 
recommendations in the various policy papers. 
 
The ‘Enabling Our Future’ paper makes recommendations about leadership, R&D, 
infrastructure, skills, promoting ‘Technology Australia’, building innovative SMEs, networks and 
clusters and the ‘information base’ for the ICT industry.13 
 
The Victorian paper specifically talks about the drivers of success and identifies the sector wide 
issues as: 
An appropriate ICT ecosystem (people, innovation, business base and communications 
infrastructure).  

 Identifying and promoting clusters of excellence.  
 Enhanced cross-sectoral industry use of ICT; and  
 Support for emerging ICT clusters. 

 
Interview results 
The vast majority of comments about ‘drivers’ for developing a globally competitive industry 
were about the role of government in setting policy and implementing programs to encourage 
the development of the industry.  Comments were made against the following headings: 
 

 Marketing (promotion) 
 Government policy 
 Managerial competence 
 Skills/education 
 Investment 
 Clustering/mentoring 

 
 
Government support 
 
Literature review 
As a broad observation, the government ICT industry policy statements each articulate the 
nature of their policy responsibilities towards the ICT industry. 
 
For example, the ‘Framework for the Information Economy 2004-2006’ is the policy platform 
‘needed to address new challenges to Australia’s position as a leading information economy’.  
As such, it sets out a vision for the Information Economy and outlines four ‘broad objectives, 
four strategic priorities and sixteen supporting strategies’.   
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The four objectives are:  
 To promote social cohesion by ensuring that particular sectors, groups of Australians 

and regions are not left behind. 
 To secure Australia’s information economy against external and internal threats and to 

promote Australia’s interest in the emerging global economy. 
 To remove ‘barriers’ to information economy development. 
 To make government an exemplar in the use of ICT to improve citizen engagement, 

efficiency and effectiveness of service delivery14. 
 
Interview results 
The issues raised by respondents under ‘government support’ tended to be the same as those 
listed under the ‘drivers’ heading.   
 
In addition, respondents suggested that there needed to be: 

 A focus on supporting local industry in procurement policy. 
 The easing of onerous contract conditions around risk; as well as  
 The freeing up of IP.   
 

 
Infrastructure 
 
Literature review 
A number of government papers, including the ‘Strategic Framework for the Information 
Economy’ discuss the need for an appropriate infrastructure, but none of them overly 
emphasise this point.  It should also be recognised that some of these papers are up to five 
years old and are no longer reflective of the current infrastructure situation. 
 
Interview results 
No respondents identified infrastructure as an impediment to creating a globally competitive 
industry. 
 
 
Research and Development 
 
Literature review 
Research and Development (R&D) is a major focus area for government, with most of the 
policy papers extensively outlining various government policy and program initiatives taken by 
that government to support R&D.   
 
A number of the papers highlight the need for government R&D to work more closely with 
industry. 
 
Very few papers make critical statements about the adequacy of R&D efforts, however, 
‘Enabling our Future’ recommends that the “amount and effectiveness of public sector support 
for R&D should be increased, that cross and multi-disciplinary research should be encouraged 
and funded, that NICTA, CSIRO and DSTO should provide research leadership, that 
commercialisation of ICT research should be a major focus, that industry and research 
organisations should work more closely together and that the Commonwealth government 
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should take the lead in exploring options to support joint R&D activities with business”.  It also 
makes a series of sub-recommendations under each of these points.15  
 
Interview results 
Research and Development was seen as vital to creating an innovative industry (which was in 
turn seen as important for export potential).   
 
There was a strong view by respondents that there was not enough R&D performed, that there 
was not enough encouragement for R&D (eg through tax concessions) and that there was not 
enough of a commercial focus on R&D. 
 
 
Commercialisation 
 
Literature review 
The Northern Territory ICT Strategic Plan has a strategy to ‘encourage creation and 
commercialisation of IP’, and makes the suggestion of cataloguing the IP held by the Northern 
Territory government.   
 
Queensland makes a similar point in their ‘Smart State’ paper regarding cataloguing and 
making government IP available for commercialisation. 
 
‘Growing Tomorrow’s Industries Today’ lists an objective of making Victoria an internationally 
recognised centre for ICT research, development and commercialisation, and supports this 
concept under its strategy of ‘supporting emerging ICT industry clusters’. 
 
The ‘Growing Export Capability’ report produced by the Prime Minister’s ‘Science, Engineering 
and Innovation Council’ notes that “the government makes a substantial investment in early 
stage businesses, through financial and other assistance for innovation, early 
commercialisation of products and export promotion and should capitalise on its investment by 
backing the transition of these businesses through the expansion stage and beyond.  There is 
no critical mass of sustainable SME exporters and too few SMEs become Multinational 
Enterprises.”16 
 
Interview Results 
Most respondents agreed that the start-up stage required assistance in the form of tax 
concessions, and a number made the point that these concessions were equally important at 
the latter stages.  Some respondents felt that they had not had enough experience of grants 
schemes and in particular the COMET grant to make an informed comment. This presents an 
opportunity for ‘grant education’ programs. 
 
A number of respondents voiced the opinion that companies fail through the commercialisation 
step because they are led by people with good technical skills, rather than business skills. 
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Venture capital availability 
 
Literature review 
Governments variously recognise the importance of the need for investment in their papers.  
The ‘Enabling Our Future’ document, under its recommendation for ‘Promoting Technology 
Australia’, discusses the need to adopt “well-coordinated, aggressive investment attraction and 
embedding strategies.” 17 
 
Interview results 
Very few of the respondents had any direct experience of seeking venture capital, or angel 
capital. This presents an opportunity for ‘grant education’ programs, pre-seed or Employee 
Share Ownership programs.  
 
None mentioned that they had availed themselves of it, although one said his company had 
‘come close’.  Respondents who did comment about Venture Capital availability were 
somewhat sceptical and cynical about the use of Venture Capital and the motivations of the 
VCs.  
 
 
Labour, training and skilling 
 
Literature review 
A significant amount of attention is devoted to the skilling issue across the government policy 
papers reviewed. 
 
The ‘Enabling Our Future’ paper recognises three distinct types of skills needed which include: 
 

 Those needed by ICT businesses and for ICT R&D. 
 ICT competencies needed more generally in other sections of the economy as ICT 

becomes more pervasive and deeply embedded; and  
 A broad basic level of ICT skills needed by individuals to participate effectively in the 

information economy. 
 
The only NSW document that relates to ICT is their 2001 paper, ‘Skilling People for an 
Information Society’ also discusses the same three areas of skilling as are identified in the 
‘Enabling Our Future’ paper. 
 
The overwhelming percentage of press articles reviewed focus on the ICT skilling issue. 
 
Interview results 
The majority of respondents voiced concerns with availability of skills in the market place, 
however, not all saw the number of graduates coming though university as an issue. 
 
 



 

16 

Realising the potential of the
local ICT sector
September 2006

Networking/Clustering 
 
Literature review 
‘Growing Tomorrow’s Industries Today’ has the most comprehensive and insightful description 
of the way in which clustering can contribute to the creation of a viable ICT industry.  It 
explicitly talks about the necessity of a close relationship of ICT industries to the business base 
(cross sectoral).   In this sense the paper closely aligns with the position put by Michael Porter 
in his seminal book ‘The Competitive Advantage of Nations’.. It uses Porter’s notion of 
clustering, rather than the more loose use of the term which is used in other government 
papers.  Porter argued that in advanced economies today, regional clusters of related 
industries - rather than individual companies or single industries - are the source of jobs, 
income and export growth.   
 
Interview results 
A number of respondents spoke with conviction about their support, or otherwise, for 
clustering.  The remainder of the respondents tended to make little distinction between the 
notions of networking, partnering, clustering and prime/subcontractor relationships.   
 
This broad range of view suggests that there is a basic need to agree within the industry as to 
what clustering means, and to distinguish it from other modes of co-operation, such as 
partnering, networking and jointly bidding for work.18 The recently developed AIIA partnering 
program CollabIT will go a long way to implement this concept. 
 
 
Industry representation 
 
Interview results 
There is a strong desire amongst respondents for the industry to speak ‘with one voice’ and for 
AIIA to have more representation and activity at the state level. 
 
There is also a desire for the industry representatives to do more to inform the community of 
the importance of the ICT industry in terms of contribution to GDP and the underpinning of 
many other industries. 
 
Benefits of developing a globally competitive industry 
 
The benefits of developing a globally competitive ICT industry are articulated both directly and 
indirectly in the literature and in the interviews.  In particular, the impact of ICT on 
productivity is affirmed in the DCITA occasional papers of 2005.  In other literature, a strong 
connection is also made between the contribution ICT has made to productivity and economic 
growth - particularly since the second half of the 1990s - and the need for the ICT industry to 
maintain and enhance this contribution.   
 
The opinions of many of the interviewees also echo this view. 
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Literature review 
The literature contains two themes: 
 

1. That significant productivity growth has directly arisen from the use of the information 
communication technology (hardware, software and communications technology), 
particularly starting in the latter half of the 1990s. 

 
2. That an economy’s indigenous ICT industry can make a significant contribution to 

economic growth in its own right through the production of ICT goods, particularly for 
export.   

 
Illustrative of the first point, a number of OECD studies over time have pointed to ICT’s 
contribution to productivity, and these studies are referenced by government policy papers on 
ICT development.  
 
A USA Federal Reserve Board study19 found that “the use of information technology and the 
production of computers accounted for about two–thirds of the 1 percentage point step-up in 
productivity growth between the first and second halves of the decade [the 1990s].  Thus, we 
conclude that information technology has been the key factor behind improved productivity 
performance of the US economy in recent years.” 
 
This same report suggests that “the recent surge in the growth contribution likely reflects the 
interaction of a strong economy and investment opportunities created by the convergence of 
communication and computer technology.  Assuming that business cycles will remain a feature 
of the economic landscape, the growth contribution will vary over time.  However, against that 
cyclical backdrop, the continued expansion of the Internet and e-commerce will likely support 
the contribution of information technology to growth for some time to come.”20 
 
Australian government (federal and state) ICT industry development statements similarly 
acknowledge the importance of the ICT industry for its contribution to productivity increases 
and for the general prosperity of Australia as a nation.   
 
This view is articulated in the introductory sentence of the ‘Enabling our Future’ 
paper - “As Australia moves into the 21st century its wealth, international competitiveness, 
national security, social cohesion and cultural richness will be significantly influenced by its 
ability to develop and export intellectual capital and to harness the power of information and 
communication technology.”21 
 
The Queensland Government’s ‘Smart ICT’ paper wants to “foster an environment where the 
ICT industry can thrive, prosper and compete internationally.  And, at the same time, broaden 
the State’s economy, create new wealth, increase productivity, provide a greater range of jobs 
and improve living standards.”22 
 
The Northern Territory ICT industry paper and Western Australian government industry 
development paper also both convey this view strongly, because they are either authored (in 
the case of the Northern Territory), or co-authored (in the case of WA) with ICT industry 
representatives. 
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There is no doubt, therefore, that there is unanimous government support for the concept of a 
viable Australian ICT industry benefiting Australia in the future. 
 
This is in contrast to the views expressed by a number of respondents that government does 
not understand the importance of ICT to Australia’s economic future and overall national 
prosperity.  
 
Interview results 
Echoing the points made in the academic and government papers, the interview respondents 
believe that a globally competitive ICT industry is important because of its contribution to: 
 
 Export income. 
 Job creation. 
 Short and long term economic viability. 
 Social development. 
 Personal wealth creation. 
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5.  INDUSTRY STATISTICAL PROFILE  
 
Economic contribution 
 
Contribution to GDP 
The Australian ICT industry contributed 4.6% of GDP in 2002-03.23  
 
This contribution to GDP compares with 8.8% in the United States and 7.3% in the United 
Kingdom.24 
 
Driver of productivity growth 
In the second half of the 1990s, Australia’s uptake of ICT and associated productivity gains 
were high compared with most OECD countries.25 
 
Stronger growth in use of ICT in the second half of the 1990s added up to half a percentage 
point to the acceleration in annual labour productivity growth (output per hour worked).26 
 
The estimated Australian productivity gains were high by international standards.27   
 
Size of industry 
The Australian ICT market is the 10th largest in the world behind United States, Japan, 
Germany, United Kingdom, France, Italy, Canada, China and Brazil.28 
 
The Australian ICT market is the 3rd largest in the Asia-Pacific region.29 
 
In 2002-03, specialist ICT industry businesses in Australia had  
 
 a total income of $79,894m. 

 
 total capital expenditure of $8,003m. 

 
 operating expenses of $73,421m. 

 
 operating profits of $6,393m. 

 
 wages and salaries of $14,447m30 

 
In 2004, Australia's expenditure on ICT was higher than countries such as the UK, Canada, 
China and Japan.31 
 
Balance of trade 
In 2004, Australian ICT goods and services exports were worth more than $5 billion, down 
from $7.8 billion in 2000.32 
 
Total ICT imports were worth more than $24 billion in 2004, up 10% from 2003.33 
 
This resulted in an ICT trade deficit of $19 billion in 2004.34 
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Imports mostly comprised computer and communications hardware, which accounted for 81% 
of the $15.1 billion worth of ICT imports in 2002-03.35 
 
ICT-related services accounted for $2.3 billion of Australian exports in 2003-04.36 
 
Innovation 
ICT industry expenditure on R&D was $1,497m in 2002-03, around 25% of total Australian 
industry R&D expenditure of $5,979m.37 
 
ICT industry expenditure on R&D was mostly in computer software, which accounted for 36% 
of ICT industry R&D, and communications technologies, which accounted for 24%.38 
 
There were 723 ICT patents granted between 1992 and 2004.  This represented 4.9% of all 
patents granted, ranking ICT 5th out of all technology groupings.39 
 
Between 1990 and 2004, there were 25,919 ICT patent applications, ranking ICT as the 
second highest technology grouping behind Biotechnology.40 
 
 
Industry Profile 
 
Number of businesses 
In June 2003, there were 23,950 specialist ICT businesses in41 Of these, 188 (less than 1%) 
accounted for 72% of total income and 55% of employment.42 
 
More than 150 ICT companies are listed on the Australian Stock Exchange.43 
 
Types of business 
Of the 23,950 specialist ICT businesses in Australia in 2003, 18,524 or 77% were in computer 
consultancy services, 1,831 or 8% in computer wholesaling and 956 or 4% in 
telecommunications services.44 
 
55% of companies offered consulting, bespoke software development and managed services.45 
 
There were 650 software product companies and 152 hardware companies operating in 
Australia with more than 5 employees and annual revenue of more than $1m.46 
 
Location 
75% of specialist ICT businesses and 70% of industry employment were located in NSW and 
Victoria in 2003.47 
 
Victoria was the largest exporter of domestically produced IT equipment, with exports worth 
$712m in 2004, ahead of NSW with $614m.48 
 
The ACT had the highest ICT industry employment intensity of any state or territory, 
with almost 25 ICT industry jobs per 1,000 population in 2001. NSW had around 17.5 and 
Victoria had 16, compared to the national average of 13.5 per 1,000 population.49 
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Employment 
The Australian economy employed 340,000 ICT professionals and tradesperson in 2004 or 
about 2.6% of total Australian employment, with 51% of these skilled computing 
professionals.50 
 
At June 30, 2003, 236,000 people were employed in ICT specialist firms.51  The computer 
services grouping had the highest proportion of employees at 45% and the manufacturing 
grouping the lowest at 5%.52  
 
The ABS has estimated the number of self-employed ICT professionals to be about 55,000.53  
 
The unemployment rate for ICT personnel appears to remain below the general rate.  The 
most recent figures are for 2004, when it was 3.8%, significantly below the then national 
unemployment rate of 5.8%.54   
 
A significant majority of IT managers (67.7%) and computer professionals (69.5%) employed 
within the ICT industry were aged between 25 and 44 in 2004.  
 
68% of staff in ICT specialist firms were men and 32% women at June 2003.55 
  
 
Australian ICT users 
 
Household use 
68% of Australian households owned or leased a PC in 2004.56 
 
62% of households had Internet access in 2004.57 
 
57% of Australian Internet users used broadband technologies in 2005.58 
 
There were 13.9 million Australians with Internet access in 2005 and 1.3 million broadband 
subscribers in 2004.59 
 
Business use 
85% of all Australian businesses had use of a PC, 74% used the Internet and 25% had a 
website in 2004.60 
 
95% of Australian SMEs have a PC and 88% are connected to the Internet.61 
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6.  INTERVIEW RESULTS 
 
Interview methodology 
 
Under AIIA’s guidance and approval, Intermedium identified a set of topic areas and drafted a 
set of interview questions which was intended to canvas a broad set of issues pertaining to the 
establishment of a globally competitive ICT industry in Australia.   
 
The interviews were intended as qualitative information gathering, rather than as a 
quantitative and structured survey.  It is therefore, not possible to express summary 
statements of positions in percentages, as is possible with quantitative survey instruments.   
 
Interviews were conducted with industry representatives in one of four categories: 
 

1. Founder or head of an Australian ICT company. 
2. Senior manager in an ICT company (two multinationals were represented in this group). 
3. Entrepreneur, venture capitalist or consultant to the industry, or 
4. Government advisor. 

 
The notes taken for each interview were documented as an individual (anonymous) record and 
then the responses to each question and topic area were collated.   
 
Each unique comment or observation was preserved.  Where an observation was made by 
more than one individual, a summary comment was created. 
 

 
Respondent profile 
 
The respondents predominantly came from software development companies.  In some 
instances, the companies provide products or services in more than one category, in which 
case they have been included in their major category. 
 
 
Responses to questions 
 
Analytical framework 
At its most elementary level, the marketing discipline uses a framework which incorporates the 
concepts of ‘Product’, ‘Place’, ‘Price’ and ‘Promotion’ as its underpinnings.  Sometimes known 
as the ‘marketing mix’, attention to all four is viewed as essential if a product is to be 
successfully launched. 
 
Elements of the ‘marketing mix’ 
Product - refers to considerations of what features and functions the product must have to 
appeal to customers and what competitive product is being offered in the market place. 
 
Price – refers to considerations of what price to charge having regard to costs of production, 
required profit margin, competitor pricing and customer perceptions of value for money. 
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Place- refers to considerations of how the product will be offered to its market (i.e. will the 
company sell it directly, or use partners or channels to do so) and where (i.e. what regions or 
countries will the product be sold in); and 
 
Promotion - refers to the way in which potential purchasers become aware of the existence of 
the product.  It is this last aspect, which is generally referred to as marketing communications 
(Marcomms), which people think of as ‘marketing’. 
 
It was evident that the respondent’s current role, their experience and the area of the ICT 
industry in which they worked influenced which of these four elements of the ‘marketing mix’ 
they emphasised the most.  Even allowing for this, issues to do with ‘place’ are the most 
frequently cited throughout respondents’ answers.  
 
In addition to the ‘four Ps’, respondents also cited management capability, skills, government 
policy and investment as issues that impact the creation of a globally competitive ICT industry.   
 
The following headings were used as a categorisation framework throughout this analysis as 
further, as an aid to collating the responses and for discerning any underlying themes: 
 Product. 
 Place. 
 Price. 
 Promotion. 
 Skills/ Education. 
 Managerial competence. 
 Government policy. 
 Investment. 
 Multinational competition. 

 
 

Benefits to Australia of developing a globally competitive ICT industry 
 
Respondents were unanimous in believing that Australia needed to create a viable ICT industry 
for the future economic or social wellbeing of Australia.     
 
Only one respondent pointed out that, in theory, Australia does not need an indigenous ICT 
industry because it is possible to import all its ICT goods and services requirements, but even 
this respondent listed benefits of having a domestic industry, rather than importing our 
requirements.  
 
Respondents’ reasons fell into five inter-related areas, the first three of which were by far the 
most commonly cited: 
 

1. Contribution to export income. 
2. Creation of jobs. 
3. Short and long term economic viability. 
4. Socio-cultural benefit; and 
5. Personal wealth creation. 
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Contribution to export income 
The following points were made about the ICT industry’s ability to create export income: 
 

1. Export is the only way to grow wealth for the nation.   
 
2. Greater international market access equals a growth industry and therefore more jobs. 
 
3. Australia is running a chronic trade deficit and a reduced reliance on imported ICT 

goods and services. A greater level of ICT exports would assist in bringing this deficit 
down.   

 
4. Information technology underpins the economy and is already intrinsically involved in 

most export products. 
 
5. The community needs to understand the importance of the contribution the ICT industry 

can play with exports. 
 
6. A robust ICT industry, with stronger export sales, will lead to better technology and 

collaboration in global markets. 
 
7. The ICT industry must not just provide services, but create and own the IP to products 

which can be exported. 
 
8. To lead and grow strong exports, we need a strong domestic ICT infrastructure. 
 
9. We are only a small domestic market, so the choice is to be small and comfortable or 

tackle the export market. 
 
With regard to point 8, no respondents cited any issues to do with physical ICT infrastructure. 
 
With regard to point 9, this may be a perceptual issue rather than a real issue, given that 
Australia is the 13th largest ICT market in the world.62  This status would suggest that Australia 
is well positioned as a source of stimulus and as a proving ground for new ICT products and 
services. 
 
Jobs 
The following points were made about the ICT industry’s ability to create jobs: 
 

1. We need to create and expand high paying knowledge jobs for future generations.   
 
2. Good ICT jobs created in Australia will diminish the ‘brain drain’ from the industry and 

in Australia (i.e. will help retain ‘Generation Xers’ who are very mobile). 
 
3. Without a domestic ICT industry, people will not seek tertiary ICT training, leading to 

greater reliance on outsourcing, which will in turn impact other sectors of the economy 
(because ICT drives productivity in the economy). 
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4. Our ICT jobs should be globally transferable.  Australian trained ICT workers will give 
the world an expanded appreciation of what Australia can do.  It would be positive to 
have our younger ICT workers spend time overseas and then come back with enhanced 
skills.   

 
Short and long term economic viability  
The following points were made about the ICT industry’s ability to support short and long term 
economic viability: 
 

1. Countries that support ICT will continue to flourish. 
 
2. The ICT industry has a higher growth rate than the rest of the economy. 
 
3. Unless we develop an exporting ICT industry we will remain a ‘banana republic’, which 

exports commodities.   
 
4. Our current commodity-based economy is not sustainable in the long term.  Our ICT 

industry needs to grow and we need to be globally competitive to do this.   
 
5. The adoption of technology results in productivity gains.  A domestic ICT industry gives 

other industries the opportunity to drive their own competitive advantage. 
 
6. The maintenance of our standard of living can only be assured if we face up to the 

competition from lower labour cost countries (eg India and China. Philippines and 
Vietnam were also mentioned) by competing with better quality and more innovative 
products and services.   

 
With regard to point 6, this concern is not yet manifest in the status of these countries as 
leading users of ICT in their own economies (with the exception of China).  
 
Socio-cultural benefit 
A small number of respondents made comments about the ICT industry’s benefits to socio-
cultural considerations: 
 

1. Current and future generations of Australians need to be able find rewarding, 
stimulating work in Australia.   

 
2. Australia historically has a culture of innovation.  The ICT industry needs to capitalise 

on this and provide an environment where ICT innovation can flourish. 
 
3. ICT needs to be applied more comprehensively in some areas of society for social 

benefits which cannot be measured in purely economic terms eg the application in the 
health industry. 

 
4. Australia needs to project an image and reputation globally - one that portrays us as an 

innovative, creative, problem solving country.   ICT addresses all of these. 
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Personal wealth creation 
Only two respondents commented that personal wealth creation was a benefit of a globally 
competitive industry: 
 

1. Globally there is significant evidence of how the ICT industry can provide opportunities 
to entrepreneurs and investors for personal wealth creation. 

 
2. If Australia is to have higher than average incomes, it must have an industrially based 

economy, not an agriculture or commodity based one. 
 
 
The biggest challenges over the next 12-24 months 
 
Responses to the largest challenges facing the ICT industry over the next 24 months strongly 
related to where organisations were in their ‘capability maturation cycle’, or in what segment 
of the ICT industry they operated.   
 
The major challenges were identified as: 
 
 Skills (both current access to and ensuring appropriate future skills). 
 Domestic expansion. 
 Becoming export ready. 
 Competition from emerging ICT countries; and 
 Lack of political and societal awareness of the importance of ICT to the economy. 

 
 
Skills 
The challenge posed by skills are as follows: 
 

1. Some respondents noted state-based shortages of particular skills categories (eg 
Java/Oracle shortages in WA, difficulty of finding database developers in Darwin, 
shortage of all skills in the ACT).    
 
A Queensland respondent also stated that it is very difficult to get quality graduates and 
that his company struggles to fill positions.   

 
2. A respondent requires PhD skill levels for highly specialised, highly technical projects - 

such as 3D visualisation - and these are not readily available in the market. 
 
3. Some respondents see the skills shortage as an issue of insufficient numbers of 

graduates emerging to the market.  Looking to the future, these respondents were 
concerned that the skilled talent pool was very low. 

 
4. In contradiction to point 3 above, one respondent felt that the skills shortage debate 

was poorly informed and that the availability of graduates could be mitigated by 
recruitment direct from schools, TAFE and experienced workers looking to move across 
to the ICT industry. 

 
5. The comment was also made that graduates are not ‘business savvy’. 
 



 

27 

Realising the potential of the
local ICT sector
September 2006

6. The skill issue is not confined to technical skills – business skills and particularly 
entrepreneurial skills are absent.   

 
7. One respondent made the observation that we have to deal with the reality of how 

much we hold onto doing in Australia (given cost pressures and ability to get it done 
cheaper offshore) and how much we give away.  We then have issues of how to 
graduate people into senior roles, if the junior roles are offshore for cost reasons. 

 
Domestic Expansion 
For some respondents, the most immediate challenge will be to expand their business 
domestically, with one respondent arguing that export activity could not be contemplated 
before they had a solid business base in Australia.  
 
The following points were made: 
 
Place  

1. One respondent planned to expand his domestic base by finding a national distributor to 
take to their product and their business to the ‘next level’.  Without this expansion, this 
respondent felt that they would not be able to tackle exporting.   

  
Product  

2. A systems integration respondent said that the challenge for them was to find steady 
work to smooth out the ‘resourcing lumps’ generated by the lulls between contracts.  
They saw the need to diversify their business into generalist ICT. 

 
Government Policy  

3. Selling to government was seen as a challenge for both domestic expansion and as a 
reference point for export markets.  A number of respondents felt that procurement 
reform was required to make accessing the government market easier and that 
governments should understand that companies need help to get competitive.  However, 
it was also pointed out by one respondent that industry can’t be reliant on Government 
contracts.  Agencies as purchasers go for ‘value for money’ solutions and are not 
looking for other benefits.  

 
One respondent pointed out that Government CIOs don’t want to pay a risk premium for 
working with a local company.  This respondent suggested that effective contract and project 
management, such as milestones that require achievement before payment, would be effective.  
Contractually requiring the prime contractor to look amongst local companies would also be 
effective.   
 

4. Making multinationals behave as good corporate citizens was also cited as a challenge.  
Currently Government(s) is not doing enough to make them good corporate citizens.  
There have been a series of failed ‘multiplier’ programs and a significant decline by 
multinationals in investment in domestic R&D - Nortel, Motorola, Erickson, TDS 
Uniphase, Cisco (Radiata) have all shut their R&D programs down.   
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Multinational competition 
5. Positioning against the ‘huge’ resource of multinationals that are trying to take as much 

profit off shore as possible, was also cited as an issue for domestic expansion.  The 
multinationals have deeper pockets and can withstand periods of technology downturn 
far better than small domestic ICT companies.   

 
Becoming export ready 
Developing export capability was volunteered as a challenge by a number of respondents, and 
is a topic area in its own right in the interviews.  All the comments made against this point (i.e. 
challenges in the next 24 months have therefore been included under the question ‘Issues to 
do with accessing overseas markets’).   
 
Very few respondents who are not already exporting indicated (in the interview question about 
their intentions to export) that they had immediate plans to export.   
 
 
Competition from emerging ICT countries 
The challenge posed by emerging ICT countries was seen as follows: 
 
Product 

1. China, India (and now the Philippines) will start using quality as their competitive 
differentiator and this will erode our current competitive advantage.    

 
2. Our competitive advantage should be knowledge based.  

 
Place 

3. Australia does not see itself as part of Asia, due to enduring cultural ties with Europe.   
We are not dealing strongly enough with the issue of India and China as ICT 
competitors.   

 
4. Asian partners do not operate with the same ethical framework as Australian companies, 

and the impact of their unethical behaviour can have consequences in other markets.    
 
Skills / Education  

5. China is going to increase IP development and innovation astronomically, as evidenced 
by the number of ICT students in its universities.  Therefore, Australia’s innovation 
advantage will be challenged by China (and India). 

 
Lack of political awareness of importance of local ICT industry 
A number of respondents observed - at different times in their interviews - that politicians 
‘don’t have a clue’ about the importance of the ICT industry and don’t understand the benefits 
of the industry to the economy or to society.   
 

1. Politicians and most people in ICT policy positions in government have no idea about 
‘real world’ impacts of the ICT industry.  This is largely the industry’s fault because it 
gives a disjointed message to government.  

 
2. The industry needs to have community awareness commensurate with its contribution 

to GDP.   
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3. Procurement strategies have high impact and can do as much industry destruction as 
they do industry creation.  The example was given of State Government, which has 
extensively outsourced its ICT management, thus potentially limiting the number of 
opportunities that will go to local businesses. 

 
 
Industry SWOT analysis 
 
Respondents were asked to do a Strengths, Weaknesses, Opportunities and Threats (SWOT) 
analysis of the ICT industry.   
 
Given the focus of the previous question on ‘challenges facing the industry’, there was a 
certain amount of overlap between the responses to the challenges question and the 
‘weaknesses’ and ‘threats’ categories of the SWOT analysis.   
 
In addition, as often occurs with SWOT analyses, there was a certain amount of contradiction 
in the respondents answers.   
 
All the responses have been included, irrespective of contradiction. For example, some 
respondents saw multinationals as a threat and others saw working with multinationals as an 
opportunity. 
 
 
Strengths 

 
Adaptable, agile, competent and capable: 
 Rate of change and innovation means industry continuously reinvents itself (this is true 

of the industry globally). 
 Agile.  
 Small ICT companies are very flexible. 
 Australian ICT companies are aligned with business requirements. 
 Reasonably early adopters. 
 Can defeat ‘tyranny of distance’. 
 Willing to cooperate. 
 Business and technical capability.  
 Australia psyche is not daunted by big ideas. 
 Natural ‘can do’ attitude. 
 Reliable. 
 High levels of IP ownership. 
 Commercialisation experience - lab to market – strong in drive and initiative. 

 
Clever, well educated participants: 
 High intellectual capacity matches other professions. 
 Well educated.  
 Skilled workforce. 
 Strong science base. 
 Good problem solving skills. 
 Quick learners. 
 World class skills sets.  
 High levels of computer literacy. 
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 ‘Lateral thinkers’, because the small companies with limited resources are forced to 
think innovatively. 

 Bring out innovative products due to our lateral thinking. 
 Creative. 

 
Industry sector leadership achievement: 
 World leaders in oil, mining, gas ICT solutions. 
 Companies from overseas send people to Australia for experience. 

 
Established industry and sophisticated customer base:  
 Good support mechanisms that are working well (eg Australian Technology Park). 
 Vibrant ICT economy. 
 Customers demand good quality innovation and research capabilities. 
 Customers demand a service mentality. 
 Solutions translate easily into America & UK context. 

 
Stable economic and political environment:  
 Safe environment for regional ICT hosting etc. 

 
Innovation and research capability: 
 Rise to big challenges eg mining technology. 
 Research clusters have world class capability. 
 Good at both innovation and incremental improvement. 

 
Effective networkers: 
 Can find the right contacts.  
 Ease of communicating with multinational corporations.   
 Good range of language skills due to diverse population.  
 International perspective. 
 Multi-cultural workforce, operating in same time zones as Asia. 

 
 
Weaknesses 
 
Poor skilling and accreditation: 
 Training systems are not producing ‘business-ready’ graduates. 
 Universities lag latest technology by 3 years (training in yesterday’s technology). 
 People are trained in how to use existing ICT products but are not encouraged into 

pursuing ICT technical development careers.  It is not a ‘sexy industry’ to get into and 
lacks true innovation. 

 Cowboys operate in the industry due to lack of accreditation. 
 
Lack of R&D support and lack of agreement about research priorities: 
 Corporate ethos is against investing in R&D or buying local innovative product. 
 Low commercial R&D spends. 
 Low overall government R&D spend - Intel spends more than Australia on R&D. 
 Lack of engagement between the university sector and industry participants on research 

priorities. 
 Government research grants are not linked to market drivers or identified customers 

(commercialisation).  
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 Science is poorly transferred to industry.  
 There is no ‘Silicon Billabong’, so companies have to go it alone. 
 Silos exist all over the country. A ‘smart’ Australia can make a lot of money.  ICT must 

speed this up. 
 Investment is scatter gun in all directions.  Public research has no direction.  NICTA, 

CSIRO, Universities between them have an estimated 25,000 full time researchers in 
ICT in Australia.  They must be capable of being used to much better effect. 

 
Lack of innovation: 
 Australian ICT industry is predominantly in services – we need to shift to solutions led 

industry. 
 We resell and learn how to use other people’s stuff (despite small element of 

innovation).  Too much of ‘me too’. 
 
Lack of confidence in Australian companies: 
 Industry in general and government in particular won’t partner with or buy from 

Australian ICT companies. 
 Australian purchasers ignore terrific products which sell overseas but not in Australia.  
 It is hard for local companies to sell to Government and ASX 100. 
 It is difficult to get mind share after Y2K and the dot com crash. 
 Conservativeness by purchasers who sometimes prefer the safety of the multinationals. 

 
Small marketplace: 
 Small market. 
 Lack of continuity of work. 
 Very government dependent.   

 
Lack of ‘brand’ /global recognition: 
 Difficult to attract investment we need and be noticed on the world stage. 
 No ‘brand’ to sell to the rest of world. 
 No concentration on particular niches or segments. 
 Long way from offshore markets. 
 Perceived location problem. 

 
Lack of competitiveness: 
 Some ‘interesting’ verticals won’t be competitive internationally. 
 We are not strong in any particular sub-sector. 
 Most of our companies could be gobbled up by big US companies if they so chose. 

 
Lack of resources: 
 Trouble in recruiting specific skills required. 
 Lack of availability of resources. 
 Tend to be under-resourced compared to Indian SMEs. 

 
Inconsistent or absent government policy or support: 
 Government has a poor track record of encouraging ICT. 
 Nothing wrong with Austrade etc - but nothing like the Irish 
 Hard to mount effective programs for SMEs because they are small and diverse. 
 Contractual obstacles in selling to government i.e. unlimited liability/ 

insurance/paperwork impact little ICT companies significantly. 
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Need for more effective representation to government: 
 A number of industry organisations make representations to government.  These plural 

approaches have the potential to dilute the industry’s message.    
 Industry could do more to make politicians aware of its importance and its key issues.   

 
Lack of access to capital: 
 Financial institutions won’t support ICT companies. 
 Lack of maturity in investment industry (access to capital). 
 Venture capitalists want to be close to their investments; Australia is far away. 
 Inadequate levels of government funding.  
 Financial markets are thin on investment into Australian ICT. 

 
Lack of experienced entrepreneurs: 
 Australian entrepreneurs retire when they sell their companies, whereas Asian and US 

entrepreneurs stay in the market. 
 Few role model companies.  There is no serial entrepreneurship like in US.  
 Only 20 ‘serial’ entrepreneurs who help others. 

 
Immature industry compared to the other professions: 
 Haven’t been doing any of this long enough. 
 Viability hurdle is higher in than in other countries. 
 Not protecting IP well enough. 
 Existence of an ICT deficit (many other countries eg Finland do not). 

 
 

Opportunities 
 
Pursue specific ‘niched’ solutions: 
 Resources industry.  
 Disaster recovery/business continuity. 
 Health industry. 
 Anti-terrorism/security. 
 Packaged solutions sold over the internet. 
 Document management.  

 
‘Near shore’ work: 
 Take advantage of economic and political stability to perform services work. 

 
Work with multinationals:  
 Multinationals can showcase SMEs offshore. 
 Increase collaboration between multinationals and companies that have their own IP to 

realise the full potential of that IP. 
 
Pursue sales in the region: 
 Under developed, developed and emerging countries who are ripe for business 

development should be big adopters of technology. 
 Asia is an opportunity notwithstanding technical (language) issues.  Not a ‘green field’ 

site, but more opportunities than USA and UK eg Vietnam, Cambodia, Laos, China. 
 There are huge markets that we tend historically not to go for eg Hong Kong and China. 
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Pursue sales in UK and USA: 
 Markets in UK and USA are much easier than Asian markets.  

 
Good government support program for start ups:  
 Sophisticated buyers of technology 

 
Partnerships/clusters: 
 Partnerships provide ability to develop convergence. 
 Development of clusters - oil and gas sector presents a significant opportunity to work 

in a cluster. 
 
Create a centre for strategic ICT studies: 
 Need to better understand what we are good at.  There is a centre for strategic defence 

study, but not a centre for strategic ICT studies. This centre would do world class 
rigorous research to determine what the industry should be concentrating its efforts on, 
especially in software. 

 Create think tanks and incubation groups. 
 Get support from AIIA.  Identify the ‘sweet-spot’ 

 
 
Threats 
 
Multinationals/globalisation: 
 Multinationals take the opportunities of Australia companies.  
 Undercutting of rates by multinationals who are prepared to loss lead to win jobs. 
 Monopoly power of the huge players. 
 Australian companies are bought out by multinationals just to eliminate them as 

competitors i.e. shut them down. 
 
Off-shoring: 
 Off-shoring used to be unacceptable, now it is becoming ‘business as usual’ 
 Australian companies find it difficult to compete with the international pricing inherent 

in off-shoring. 
 
India and China: 
 Outsourcing to India and China creates loss of jobs and loss of customers who use 

outsourcers. 
 Australia has standard of living with 20 million people living like the USA.  In India and 

China people are working for next to nothing; we can’t compete for long.  
 Companies in China will copy IP in an instant if they think they will make a gain. 
 China is the great danger in the region.  Japan is good at process and innovation; India 

is cheap but does not innovative, whereas China is  innovative and cheap and capable 
of producing quality. 

 Australia has global insignificance.  In contrast, Taiwan is making a $2b investment in 
its ICT industry.  The aim is to create $1b turnover companies within ten years, such as 
Lenova and WeWaa – not heard of a couple of years ago. 

 It may be too late to compete effectively in software development. 
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Community apathy: 
 Think small, stay small, lack of ongoing budget to invest 
 If we don’t move to create a globally competitive ICT industry now, the gap to the 

successful participants will become too big and we won’t be able to be bridged.  
Resource commodity industries such as mining are still shoring up the economy, but 
they can’t do this forever. 
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Exporting 
 
Issues with access to overseas markets and finding new leads 
The responses to the question about access to overseas markets tended to fall very neatly into 
the four ‘Ps’ of marketing – product, price, place and promotion.  However, very few brought 
up issues with price and product in tackling overseas markets.    
 
With regard to ’place’ issues, for those contemplating a partner or reseller approach to 
distribution, the issue was finding the right partner.    
 
For those contemplating direct sales, the issue was the cost of establishing the overseas office.  
Whether or not the principal will be the one involved in establishing the business offshore was 
also an issue raised by more than one respondent.   
 
If the principal does go offshore to establish the new office, the issue of who steps in to run 
the domestic side of the business, and who looks after the corporate headquarters functions 
then becomes a problem. 
 
A second ‘place’ issue is the lack of knowledge of local culture and the impediments it creates 
for both the channel and direct sales models. 
 
One or two respondents, (who have not yet seriously examined the issues to do with 
exporting) seem to be somewhat ignorant of what will be involved, stating that they have all 
the help they need and that the cost of exporting will not really be an issue. 
 
The following summarises the points made: 
 
Product 

1. Australia is a good user of ICT technology but does not yet have a track record as an 
ICT innovator.  Australia is instead “The quarry, the market garden and the fish shop.” 

 
Place 

2. For a given product, the hardest thing to do is to get it to market.  Companies need to 
consider partners, channel, licensing.  When the decision is made a company needs to 
hire the right people to support the distribution model.  They also need to understand 
how to support channel long enough to stick and grow.  This needs funding.  Therefore, 
the tendency is to go in under-resourced and rely on luck.  

 
3. Breaking into the North American market is extremely difficult, even after having a 

physical presence in the market for 10-12 years.  
 

4. Lack of knowledge about process i.e. not having contacts where they are going, can 
result in a lot of mistakes.  Companies are also going too early, despite the costs of 
getting into the market. 

 
5. Major markets are US and Europe, but this poses distance and time zone problems. The 

organisation of a recent ICT trade delegation to UK and Ireland was a nightmare.  
However, the technology was relevant and the event was a fantastic success. 
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6. Cost of doing business offshore due to the ‘not invented here syndrome’ is high.  
Dealing with the USA is extremely difficult.  Dealing with Asia is difficult because culture 
and business rules are very different.  

 
7. Australian companies face credibility issues offshore and as such, need to find global 

partners who will put the company’s and product’s needs at the forefront. 
 
8. Having company employees as management, sales and delivery people in US and UK 

creates a tremendous cost to getting into overseas markets.  There is also a high cost 
of funding ICT partners – it is better to recruit the partners overseas.  Sometimes 
Austrade can be of assistance. 

 
9. Australia has positive indicators for exporting, including good cultural traits that let us 

get on with overseas prospects.  We have expatriates in many countries and many 
ethnic groups represented in Australia.  We have geographical proximity to Asia.  But 
there is a thin capital base in Australia, and it is expensive to export (this point is also 
an investment issue). 

 
10. Novice Australian ICT exporters don’t understand the markets they are going into – the 

competitors, the customers, or the cultural differences.  
 
Promotion 

11. Neither government nor business community understand the importance of 
referencibility for the product that comes from proven performance in their own country.  
For example, a Queensland company – which was recently competing for whole of 
government business in Sri Lanka - had it pointed out to them that the Queensland 
government had selected an international rival; rather than favour the local company. 

 
12. Referencibility in the target market is highly desirable - Wells Fargo would rather you 

had sold to another USA bank (not good enough to have sold to for example, the ANZ 
Bank). 

 
Managerial competence 

13. The only restriction to getting into an overseas market is the amount of individual effort 
that the company is prepared to put in.   

 
14. Getting to the stage of exporting will involve high costs which currently can’t be 

supported.  New management practices will be required to cover the absence of the 
Managing Director who will be managing the expansion into overseas markets.  
Exporting also requires an additional layer of IP protection. 

 
15. For one respondent, the challenge is to transform a ‘smart engineering company’ into a 

sales leviathan capable of working with large partners and large clients, and exporting 
successfully because it has become a major sales and marketing organisation. 

 
16. Some multinational companies, such as Microsoft, want to play a role in helping local 

companies to export and are prepared to work with companies to help them achieve 
this.  Whilst some companies are IP ready i.e. have product, that could become global, 
they do not have the funds, and lack the knowledge about legal, structural and cultural 
issues in overseas markets.  
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17. Courage is required to take a product overseas because set up costs are horrendous. 

 
Skills/education  

18. An impediment to exporting our ICT products and services is that Australia has 
relatively few managers that have experience in taking products or companies overseas. 

 
19. Australia is not a great training ground for product manufacture and development.  In 

contrast, Taiwan, China, Israel and Scandinavia have consciously worked at developing 
ICT export capabilities, where previously they had none. Note: this point could also be 
classed as a government policy issue. 

 
20. Product development expertise is normally gained in large exporting companies, but 

Australia does not have a pool of large companies who are exporting product.  
Therefore, Australia has good ICT sales and marketing talent, but not development and 
engineering experience. 

 
Investment  

21. Companies need ‘money in the bank’ to go offshore. 
 
22. No ICT company in Australia has market leading technology.  This is because Australia 

hasn’t seen investment in the ICT industry in the same way investment has been made 
in our mining and wine industries. 

 
 
What export opportunities do you see in the next 2 years? Next 5 years? 
The answers to this question varied considerably.  Some respondents answered the question 
hypothetically, whilst others had concrete plans.  Some respondents saw their opportunities in 
terms of product, others saw it as an issue of decisions about place. 
 
One respondent observed that the marketing function is vitally important to deciding what 
export opportunities to pursue.  However, marketing was the area that ‘got the chop’ post Y2K.   
Marketing people have to be out ahead of the technologists, rather than the other way around.  
 
Product 
The following suggestions were made as to the sorts of ICT Australia should concentrate on 
exporting: 

1. Rural satellite communications.   
2. Oil, gas and mining.  
3. Security. 
4. Intelligent transport systems.  
5. RFID.  
6. Smart homes; and  
7. E-health.   

 
Added to these are the ones mentioned in the SWOT: 

8. Disaster recovery. 
9. Document management. 
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Place 

10. Go wherever you want - it is a global market.  Get beachheads in Asia. Take advantage 
of the Australia - USA Free Trade Agreement. 

 
11. Look at a number of markets in the context of a three year plan and decide on which to 

go into depending upon the partners that can be secured. 
 
12. Issue of export rears its head every 24 months or so resulting from opportunities that 

present and need serious consideration/reviews (but this particular company stays 
firmly domestic). 

  
 
Do Australian ICT companies have the skills/know how to export? 
One respondent observed that ICT is no different to any other industry trying to sell product 
into new markets.  Participants need to commit resources and money to do it and need a 
critical size of business to be able to maintain the effort. 
 
However, in Intermedium’s view, a key difference is that with other, longer established 
industries, there will be know-how about marketing an established product into the traditional 
markets that can be utilised for taking this product into new markets, whereas new exporters 
in the ICT industry are often trying to take a new product into new markets, which is an 
altogether harder proposition. 
 
The majority of respondents felt that ICT companies do not have the skills or know-how to 
export, and a number of respondents placed emphasis on the need for assistance with skilling.  
 
The following is a synopsis of the views expressed by respondents: 
 
Place 

1. A portal (eg an eMarket place) for buyers and sellers (particularly for sellers) which 
covers advice on legal, financial issues etc of exporting would be very useful.   

 
2. Need more understanding about the export market as there is a lot of misinformation 

about the market.  For example, the Chinese market has been over-promoted and is 
utilising a lot of exported training and project managers, but not developers.  

 
3. Don’t see how small companies can get offshore if they have to learn from scratch.  

Notwithstanding, Austrade wonders what the payback is for all the investment that is 
made offshore.  All are pushing to go offshore to survive.  It is hard to go offshore, 
most normal companies will find it difficult, so companies should spend more locally and 
grow domestically first. 

 
4. Beyond Australia’s ‘top 10’ companies, which are all global, there are a lot of small ICT 

companies that don’t have bandwidth to go global.  The top 10 were there early to take 
advantage of early mover position – eg MYOB and Mincom. 
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5. It is a big challenge to ask someone to sell into a new market, as to do so requires 
partnering with distributors or consultants.  Therefore, there is a  need to subsidise a 
‘head hunter’ to find the local expertise, or approach a company locally, like IBM, for 
support. 

 
Managerial competence 

6. Whilst the company may not have all the expertise for export, the people in these 
companies should be smart enough to know where to get help.   (An Australian 
developer of niche software can’t be thinking about just developing for the local market 
place). 

 
7. If people do not have the knowledge or capability to export it will be because no one 

has explained it to them.  That said, people need to find their own ‘light bulb’ for 
exporting.  Perhaps government could turn on the light, but it is the responsibility of the 
ICT company to find out where to get the assistance.  

 
8. The small number of people who have export knowledge have learned the hard way and 

survived by goodwill and persistence.  There is a huge opportunity to help companies, 
and it is an industry responsibility. 

 
9. Export skills are generally very poor.  AIIA’s ICT Entrepreneurs Program is a start, but 

there needs to be more investment into its sales and marketing, because there was a 
low attendance rate in the program’s first year.  Possibly need to make it cheaper by 
getting government to pick up half of the bill or alternately, offer tax concessions such 
as an accelerated rebate on business skills. 

 
10. Australian companies need management expertise and marketing. 
 
11. People are enthusiastic about exporting.  There are companies that assist aspirant 

companies develop their pitch for a Silicon Valley audience.  There should be more of 
this type of assistance. 

 
12. Most ICT innovators are engineers who are not driven by making money.  Venture 

Capitalists are looking for innovators who are silly enough to give away enough of the 
company for assistance in areas in which the innovators are not competent. 

 
Skills/education 

13. Export workshops are a great idea, but the people who run them don’t have a clue.   
 
14. We get overwhelmed with CeBIT - ‘the great god of ICT export’.  It is over hyped.  

SMEs need alliances and collaboration. 
 
15. Companies often do not know how to export because there is no one to really show 

them.   
 

16. We could do a far better job of putting investment into ICT graduates.   ICT is 
unfashionable, but it is the engine room of the modern economy and we are not 
investing in it sufficiently. 
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Government policy  

17. There are major hurdles in getting contracts overseas.  Need more people like Tim 
Fisher to open doors.  Need more federal government assistance to establish contact 
points.  Also need tax relief for export efforts. 

 
18. An e-Market development grant is a good idea but the participation criteria are too hard, 

surrounded by ‘stupid’ rigmarole and red tape.  Governments administering grants have 
no understanding of time cycles.  Victorian Government trade fairs and missions grant 
give $2,500 plus GST to attend a trade fair. This is a practical source of money and 
useful to go see other business. 

 
19. Governments do quite a bit already to assist with programs for exporters.  However, 

these programs must be easy to use (not too administratively burdensome).  Profits 
flow long term if education on exporting is given. 

 
20. Austrade may not have the right structure and its KPI’s are, for example, based on the 

number of interviews, not on the outcomes of the interviews.  .  Need to look for links 
to AIIA’s offshore counterparts.   Want to see a pan–Australia sales pitch i.e. six voices 
shouting instead of one. 

 
21. Export agencies try hard and do good things, but if only Australia did what Finland did 

with Nokia. 
 
22. Start up focus (to grants etc) is fine but a person with 20-30 employees is right at the 

cusp of exporting and they also need help. 
 
23. There is a good model in Queensland where 60 companies who have around 20 staff 

and have potential to grow to 200 are being supported.    
 

Multinational competition 
24. Some small WA companies have major markets offshore, but they are very niche and 

the cost of selling offshore is very high.  If SMEs are not large enough to wear the costs 
of exporting, then a multinational company will swallow them up. 

 
25. Generally ICT companies do not have exporting skills.  A typical model for successful 

ones is the school of hard knocks – get over there and do it.  The US market has a very 
hard-nosed, ‘business is business’ attitude, but the British are fantastic and will do 
sizeable business over the phone. 

 
Clustering/mentoring 

26. There are a lot of preconceived notions and prejudices that get knocked on head 
through the experience of ‘getting over there’.  Workshops and briefings would help but 
we don’t do enough mentoring.  Mentors would provide success stories and be someone 
to ask and understand. 

 
27. We need to cluster like minded exporters together to share the costs. Clustering has to 

be organic or it won’t work. 
 



 

41 

Realising the potential of the
local ICT sector
September 2006

Networking 
28. Aspirant exporters need to tap into networks.  There is a big Australian support network 

in LA which can be entered just by meeting Australians over there in the network; and 
 
29. 29. Australians are good networkers, but we don’t understand what the US 

networking ‘pitch’ is about.  In the US, a person you meet at a function is establishing 
how your network might be of use to them.  They create an ‘A’ list for repeat contact.  
Australians go to networking events for the social aspect.  Americans go to find new 
business contacts.  They assess the utility of the new contact after a short conversation 
and if they are not likely to be productive, they walk away.  It is like ‘speed dating’ and 
Australians can’t deal with it. 

 
 
Barriers to developing a globally competitive ICT Industry 
 
Product 

1. Some opportunities do not come to the market because companies and government 
agencies want to develop the application in house. 

 
Place 

2. The need for the company’s principals to travel extensively (both domestically and 
internationally). 

 
3. Even with the Australia USA Free Trade Agreement, there are a lot of barriers still in 

place in the USA which make it hard for Australian SMEs to compete. 
 
4. Distance from other markets is a barrier. 

 
Promotion 

5. Need to have one organisation representing the ICT industry, instead of plural peak 
organisations.  

 
Competition 

6. Up and coming ICT companies will always be attractive to larger players in the market.  
They may be purchased either to enhance the larger company’s own offering, or to 
reduce competition. 

 
7. Where markets are keenly contested, larger companies have the depth of resource to 

utilise various market entry strategies, including competing aggressively on price.  In 
such a situation, smaller companies find it difficult to compete.  

 
Government Policy  

8. Nothing really stopping us except size – our population is 20m and there are 20m in 
Mumbai.  We need critical mass so government needs to help with purchasing. 

 
9. State governments want suppliers to have a local office.  This causes issues for SMEs 

who can’t sustain the costs of having an office in each state. 
 
10. Inappropriate tax treatment of share options. 
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11. R&D regime which is far from world standards. 
 
12. The existence of payroll tax i.e. $600k in payroll tax would fund two overseas offices. 
 
13. The lack of funding from government to promote the industry.   Tourism Australia gets 

$400m.  If we can’t get a better tax regime, the industry needs to get more funding 
from government. 

 
14. Everyone wants to back a winner but don’t want to take risks with eccentrics or young 

innovators.  Government has to be prepared to back these.  Even if only 3-4% of such 
investments come off, this shouldn’t be regarded as a failure of the program. 

 
15. NSW government procurement guidelines for industry are totally anachronistic and the 

renewal process is biased to multinational corporations.  
 
16. Government should get experienced executives to come over here, eg an ’Entrepreneur 

in residence’, program at NICTA.  They could run seminars and mentor people.   
 
Couldn’t see industry being able to fund this, so would need government assistance.  
‘11F’ program matching VC funding could work if structured correctly.  However, these 
have inadequate funds – need a scale to pay appropriate salaries for experienced 
people.  Have to pay more for the experience of having built an export business. 

 
17. Government lack of appetite and lack of understanding to help fledgling ICT companies. 
 
18. If a company can position its product to market, it is hard to persuade a partner (who 

has their own style of selling) to take same approach.  This presents an issue of how to 
get the product out of Australia.   

 
The domestic economy isn’t big enough to support this and therefore, government 
support is probably required to do this.  This then raises the issue of what products and 
when to back them.   Australia is driven by election cycles and therefore, 10/20 or 30 
year horizons do not exist.  Government needs to decide how long it invests in an 
industry that could become sizeable. 

 
Investment 

19. A start up company in Silicon Valley would start with 15-20 resources.  To start up with 
this volume of resources requires access to capital at a level that doesn’t occur in 
Australia.  They also have cheaper internet and access to information through 
networking.  We move too slowly as a result. 

 
20. Funding is an issue for start ups.  The bulk of the industry either copy or use other 

people’s technology.  We should create companies that are innovative and can become 
massive.  This would be a smarter use of funding. We don’t need them all to be 
successful, but we should track the reasons for failure and learn from this.  It is 
desirable to make mistakes fast – better for everybody if false hope is not prolonged. 

 
21. The ‘Valley’ (Silicon Valley) is the centre of most venture capital investment.  Australia 

is not ‘front of mind’ for VCs in the Valley.  Their attention is being grabbed by other 
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companies that are knocking at their door and ringing their phones. Israel and India 
doing much better at this sort of approach. 

 
22. Capital base is the key barrier – if companies can’t take on debt, they have to think 

about diluting their equity to raise capital. 
 
23. Australia successfully exports commodities however, we do not use our intellectual 

capital to create export income.  The opportunity afforded to Australia by our 
intellectual capital is enormous but we must overcome the lack of commitment from 
government.   Australia does not currently have the momentum to grow our ICT 
industry at the rate of overseas companies or with the same cost ratios.   The 
investment required to establish the momentum is not huge, but is much higher than 
the investment that exists today. 

 
Managerial competence 

24. Entrepreneurial culture is lacking.  There are a lot of clever people who don’t take the 
step in other words - we are good at developing intellectual property but not at making 
it commercial. 

 
25. Academics and researchers need more commercially driven business people working.  It 

is hard for NICTA etc to demonstrate that they have done anything of value. 
 
26. Technical people often don’t know who their customers are or what the problem is.  

Starting in the wrong niche is a critical failure point.  It should be someone’s 
responsibility to get them back on track.  But governments don’t have the right skills.  
Some people are good at winning grants yet have the wrong spirit or intention.  
Programs should have a long term focus, but participants want billion dollar companies 
overnight.  Need people willing to stick at it over the long term. 

 
27. People involved in start ups are forced to go back to employment because they can’t 

survive the start up phase.  However they have lots of experience which is not then put 
to any use. 
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Drivers required for a globally competitive ICT Industry 
 
What are the drivers for a competitive local ICT industry? 
 
Promotion 

1. A high profile for the industry is required for it to be successful.  Raise the profile of the 
industry - neither the public nor politicians understand what we deliver. 

 
2. Some industry participants put a lot of time into corporate citizenship - promoting the 

industry and highlighting what is not working - with little reward. 
 
3. Invest a lot more in demonstration programs such as the Australian Technology 

Showcase.  
 

Government policy  
4. Government agencies should spend more on ICT, but it is hard for some of them to see 

the benefit of ICT, even though they have poor business processes. 
 
5. Encourage supportive government policy, including appropriate tax incentives, 

educational incentives eg AIIA Entrepreneurs program, appropriate accreditation and 
local content policy in government. 

 
6. Countries like Germany are very supportive of local industry.   In contrast, an Australian 

CRM company was told by government that there would be no local organisation which 
could meet their requirements.  The common belief was that the solution has to come 
from overseas.  Therefore, more aggressive support from government is needed.  Only 
a couple of contracts would suffice.  

 
7. Maintaining the research base i.e. only $20m into NICTA, while putting an additional 

$400m into other government programs.   
 
8. The government needs to maintain and improve infrastructure, networks, 

telecommunications, buildings etc where necessary. 
 
9. Free up government IP to its commercial potential that may have commercial capability.  

May be open to industry. 
 
10. There are no incentives for building companies.  Employee share ownership really needs 

to be resolved. 
 
11. Australia needs to be a ‘Mini-Me’ of the USA. But a lot more policy is required to make 

this happen. Other industries are more attractive and less risky for investors, so 
government needs to make it more attractive eg through taxation concessions.  Could 
make Australia a lifestyle destination and could look at bringing expatriates home.  But 
tax system needs to be looked at and investment earning potential also.  US investors 
will want the company to be established in US. 

 
12. Would like to see a combined government imperative for building a world class IT 

industry, for example, a national goal could be to achieve 5% of market worldwide.  
This needs to be done through partners i.e. can we do it better with consulates / 
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centres of excellence?  Would like to see a full time office in San Diego, China, London 
etc. 

 
13. Need to give companies of a certain size a ‘free kick’ eg China/Singapore offer major 

incentives which are sometimes free.  However, ATP is required to run like a 
commercial business company and people are leaving because rents etc are too high.   

 
14. Irish government program includes grants and interest free loans.  In addition Irish 

government went to all countries that had Irish expatriates and offered them money to 
come back home and use skills to develop industries in Ireland.  This proved very 
successful. 

 
Managerial competence 

15. Founders of start ups are smart and have a good grasp of technology, but often no 
business or marketing skills.  The big players have ruthless marketing engines and 
therefore, good marketing plans which focus on the target market and more 
importantly taking effective competitive positions. They need clear statements around 
their value proposition and more system in the execution.  Currently it is random and 
spasmodic. 

 
16. The level of entrepreneurship and business acumen overseas is at a different level and 

Australia doesn’t measure up.  
 
Skills/education 

17. Get the right mindset in the community about careers in ICT.  In India or China 
students would be looking at ICT as a career.  In Australia our ‘brightest and best’ 
aren’t going into the ICT industry. 

 
18. Talent and innovation are the drivers required to ensure that we secure graduates.  A 

good customer base helps develop this talent. 
 
19. Ensure that educational institutions are offering degrees / diplomas in areas that are 

useful.  They need to be fleeter of foot.  Three years in our environment is ludicrous. 
 
Investment 

20. There should be more money for R&D and more money for start up companies.  
Companies should grow for themselves. But by the time a venture capitalist is prepared 
to knock on the door it is too late and they want an exit strategy. 

 
Clustering /mentoring 

21. Clustering is essential for helping companies to get bigger.  ICT contracts are starting to 
force some clustering (whole of government contracts usually demand local industry 
participation).  Some are clustering to show capability to client - eg defence -, and to 
enable partnering opportunities with multinational corporations. 
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Do we need a favourable taxation regime, such as early stage investor incentives to 
encourage the development of the industry? 
This question, by its nature, goes to the heart of government policy.  Therefore, all responses 
can be assumed to be in the category of government policy unless otherwise stated. 
 

1. Taxation relief would be good.  Cash flow with GST is a problem. 
 
2. There should be tax relief for early stage investors because investors need a return and 

investment banks aren’t interested if they can’t see pipe and revenue base.  Some 
organisations will need support from the government to get on their feet. 

 
3. If ICT companies want the muscles, they have to lift the weights and they are weaker if 

assisted eg by tax treatment.   
 

4. In Zhe Jiang Province, China, the corporate tax rate is 15% if a company is verified as a 
high-tech company.  Once the company becomes profitable, there benefit from two 
years tax free and three years at a further favourable rate - 7.5% pa.  After these 
concession periods expire, If any high tech company exports more than 70%, the 
corporate tax rate is 10%. 

 
5. Tax incentives can allow a company to take the incentive; build the business up and 

then move on when the incentive is exhausted. 
 
6. Australian Taxation legislation and regulations do not encourage investment in ICT and 

even where they do, i.e. with R&D rebates,  most accountants don’t understand how 
the regulations operate. 

 
7. Tax concessions are focussed on the start up stage.  However, companies need the 

concessions at the next stage.  Making the step from being a private company to having 
investors is very difficult.  Investors are needed for the next stage or else the only 
choice is to sell.   Need good advice in this environment and it is very expensive.  The 
only alternative is to learn on the fly and this will restrict the outcomes that are 
achieved. 

 
8. There is a lack of alignment between the taxation framework and the provision of 

grants. 
 
9. Tax breaks are available to people who have the capability and capacity to act as 

mentors.  The ICT industry needs mentors because we are less resourced, less 
experienced and less skilled than our overseas counterparts.   High net worth 
individuals who mentor the industry should be able to claim this effort as a business 
cost. 

 
10. Government needs to understand tax incentives for risk capital for early stage 

investment.  Once the investment is successful and starts generating income, it can be 
taxed. 

 
11. Government needs to deal with employee share options (everyone else has it in world).  

In overseas models, shares are taxed at exit i.e. taxes come out of earnings.  But in 
Australia options are treated as income and are taxed. 
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12. R&D offset is good, but other countries offer much more favourable taxation treatment 

of R&D.  
 
13. Employee option plans need to be reworked.   
 
14. Commercial ready grants should continue. 
 
15. Australia needs a good taxation regime to encourage the development of an ICT 

industry, but we are not threatened enough for this to happen. Canada and Singapore 
are offering incentives, for example, they offer games software developers rent free 
‘incubator buildings’. 

 
16. R&D tax offset is quite good. The government has to get the money from somewhere. 
 
17. The taxation regime needs to encourage investment in R&D.   
 
18. Should get rid of state taxes and have Australian government impose a ‘tax holiday’ on 

investment funding.  Australia was more entrepreneurial before FBT.  After FBT, people 
were not so much interested in setting up a business. 

 
19. Governments cannot be risk averse with grant schemes.  Currently you will get a grant 

if you can show that that you almost don’t need it.  Many grant schemes are on a dollar 
for dollar basis.  If a company can do that, it would not need the grant in the first place. 

 
20. We should do more to encourage organisations to come and set up in Australia.  We can 

offer them a stable economy and political environment and English speaking 
environment.   

 
 
What is your opinion about the ease or otherwise of capital raising and ‘business 
angel’ networks? 

1. Business Angel.com.au has a list of people wanting to invest in early stage. 
 
2. Everyone talks about angels but finding one is a real challenge.   
 
3. Need to do your homework because some consultants will charge high fees for an 

introduction, as well as seek a success fee and maybe an equity position. 
 
4. Australia is behind some other countries, because using venture capitalists is not in ‘our 

culture’. 
 
5. The venture capital industry has an emphasis on 10 minute pitch.  People should want a 

good business plan, not a 10 minute pitch.  Angels who have worked in the industry can 
value add. 

 
6. The venture capital industry is starting to ramp up with big money coming from the 

USA and from South Africa.  Local VCs are not seen as really strong.  We are slow at 
coming out of the bust as far as access to money is concerned. 
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7. With COMET program, people are put in touch with a business adviser.  If the company 
goes to a capital raising situation within 2 years, the adviser gets a commission.  The 
adviser is therefore keen to get into a capital raising.  Outside advisers are really useful 
but they should be the ones who have already grown an ICT business. Government 
should provide these sorts of people. 

 
What is your view of working in partnerships with larger companies to win business? 

1. Good to partner.  Sometimes there will need to be negotiations as to who is prime and 
who is client.  Not primed with a multinational. 

 
2. Strategic partnering is an absolute necessity. Companies will not survive if they have a 

previous model of workforce where all resources are sitting outside the door.  Need 
instead to be able to expand and collapse resources through the use of partner alliances.  
Need to be in it together. 

 
3. Clients can also be effective partners – their requirements can lead to new innovation.   
 
4. Partnering is good, provided it is the right partner, and doesn’t create too many issues 

from a competition perspective.  Trying to find the right partner is hard. 
 
5. Partnering is a very positive thing to do.  Not even large software houses can afford 

vertical integration. 
 
6. Small companies will have gaps in capability, even though their staff are smart people.  

Partnering can bring such companies together for specific purpose and help overcome 
the capability gaps.  Financial and legal considerations arise in such an arrangement, 
but can be managed.   

 
7. Partnering can be facilitated by proactive enterprises such as AIIA’s LIAG or CollabIT 

programs, or some of the clustering initiatives occurring in Victoria. 
 

8. Partnering with multinational corporations can be a one-way street where the MNC 
partners with an SME for an opportunity and then once the contract is won, the MNC 
doesn’t offer the SME a role in the delivery. 

 
9. Clustering works well - ATP demonstrates this.  But it is hard to maintain a cluster.  

Everyone is so busy.  Clusters don’t work organically - they need tremendous critical 
mass to survey organically.  

 
10. Partnering with multinational companies is desirable.  By default big companies are not 

as competitive, innovative or flexible as SME’s.  Local companies are better. 
 
11. Partnerships with large companies give SME’s credibility.  In Australia, multinationals 

are sales outfits not researchers and developers.  However, the parent company’s R&D 
areas are often very responsive.  The issue is how to get to them. 

 
12. A lot of small companies are reluctant to disclose too much to their partners for fear of 

loss of IP.  This is a weakness on their part.  They need to understand how to partner 
and what they need to disclose. 
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13. Partnership is essential, but need excellent product.  Large Australian companies make 

excellent partners and really contribute to the penetration of large scale accounts. 
 
14. Partnering is positive because small companies need to partner with the right 

companies in order to get into the large accounts. The advantage for the large 
companies is that niche companies can provide ‘best of breed’ elements to the solution. 

 
15. The only way that small business will get a piece of federal government business is to 

partner with larger companies, because of a tendency to tender in big lumps.  However, 
rules need to be set down in the partnership up front because the people who manage 
the deal long term may not be the ones who set it up.  The risk is that the sales 
representative might direct business away from the SME to his own product if these 
rules are not in place. 

 
What sort of marketing assistance do smaller ICT companies need? 

1. So far, all new business is obtained via ‘word of mouth’, so marketing has been 
unnecessary.  However, due to a marketing workshop, there will be an action plan to 
attempt to get larger opportunities. 

 
2. Australian SMEs need effective sales assistance, not marketing.  Marketing is ‘selling 

whilst you are not there’.  It is very expensive to do without revenue generated by good 
sales.  It is important that companies go and ‘knock on doors’.   Then, when they have 
achieved a certain level of income, they can market themselves.  However, before doing 
so, they must be able to consistently generate good, profitable business. 

 
3. It is difficult to find the right sales people and to gain sales skills.  Companies can get 

training in how to identify and qualify opportunities for their product and services. 
 
4. Company founders are smart and have a good grasp of technical requirements, yet no 

business or marketing skills.  They need to be working on a marketing plan which 
focuses on their target market, their competitive position and value proposition.  They 
also need more process to drive execution, as for most, all activities are  random and 
spasmodic.  In contrast, the large companies have ruthless marketing engines. 

 
5.  Companies need to better understand the power of marketing and the strategic 

aspects of marketing. 
 
6. The federal export market develop grant is quite good as is the ‘commercially ready’ 

program.  More clustering activities are needed. More special interest groups may need 
government funding to help with network activities.  AIIA has some great opportunities. 
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Government Support 
 
Should federal and state governments support the development of a local ICT sector?   

1. AusIndustry’s programs are all good, but administratively heavy.  The advantage is that 
this forces the SMEs to think about their business and marketing plans. 

 
2. Governments run programs to correct failures in the market.  There are steps and 

linkages that need to be put in place – such as education and taxation relief.   
Government has a role to facilitate linkages – education, taxation, etc.   The assistance 
doesn’t necessarily need to be in the form of grants – as this may create uneasy 
precedents, but successful companies employ staff who pay income tax, so it is in the 
government’s long term interest to ensure that ICT companies survive their start up 
phase to become viable. 

 
3. It is critical that government measures put in place are implemented effectively, 

however, government is being ineffective in its program delivery for the ICT industry 
because it has well meaning staff who are often unqualified, low in capability and 
industry inexperienced responsible for designing the programs.   
 
An example is AusIndustry’s ‘commercial ready’ (i.e. ex R&D) grant which is meant to 
be an intervention to enable ICT companies to build profitable business.  It fails to do so 
because the criteria and thresholds are set too high and the time frame for assessment 
of applications is too long.  In addition, it is assumed that the applicant has the 
technical competency to complete the application.  Most companies need assistance to 
complete the application and the big consulting firms will charge heavily for this 
assistance.  Further, assistance won’t be given for some activities, such as marketing or 
protection of IP. 

 
4. Incubators are useless - all they are is serviced offices. 

 
5. There is no lack of goodwill from government, however, they operate in silos – with 

procurement in one silo and industry development in another silo , which creates 
fundamental conflicts in policy.  In addition, the procurement people have requirements 
which go counter to the interests of the local companies.  For example, they will require 
the existence or establishment of a local office which will add to the competition the 
local company must face and will result in the accidental destruction of a local business. 

 
6. Governments need to stimulate the investment climate for the founders of companies 

and for angel investors (informal) eg, through tax incentives.  Venture capitalists do not 
need such assistance as they have plenty of support and know how to lobby. 

 
7. Government procurement policy should favour local companies to the extent that if a 

local company can meet all requirements and match the offers made by non local 
companies, they should be selected.  It should also be mandatory to include Australian 
companies in complex bid processes where the requirements are extensive.  In terms of 
managing the perceived risk of dealing with a small Australian company, there are a 
range of contractual and project management measures which can be put in place. 
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What should government do as a purchaser of ICT goods and services to facilitate 
the development of the local industry sector? 
 

1. Government contracts ‘protect’ taxpayer money via unconditional financial undertakings.  
This has enormous cash flow implications for companies which means many companies 
walk away from GITC based contracts. 

 
2. The Queensland Government supposedly provides a level playing field by giving local 

organisations an opportunity to compete.  Naïve companies are happy with this 
‘tokenism’ but there are lots of obstacles and companies should understand that the 
trick is to qualify out, not into competing in the tender process because governments 
are misleading about the chance of success. 

 
3. There is a lack of continuity of knowledge and too much diffuse decision making in the 

government tendering process. 
 
4. The NSW government’s ‘Australian Technology Showcase’ is a good imitative, as is the 

period panel contract for unique products and services.  This is an unashamedly biased 
program to increase level of involvement of SMEs. 

 
 

Infrastructure 
 
No respondent cited infrastructure issues as an impediment to the development of a viable ICT 
industry, although one did mention it as a necessary driver for a viable industry. 
 
Research and Development 
 
How does R&D contribute to the ICT sector? 

1. R&D is the driver of the ICT industry however, it is at a pathetic level.  People don’t feel 
confident enough to ‘stick their necks out’ in terms of risk.  There is no encouragement 
to do R&D and companies are treated like fools if they indicate they intend to develop 
something new.  The attitude is that you are naïve to think that you can compete 
internationally.  “We are nobody here”.  In fact, we have some of the smartest people 
around and our education is amongst some of the best.  Without R&D we are only part 
of the supply. 

 
2. Need to progress R&D to grow our ICT base 
 
3. If the Australian ICT industry doesn’t have an R&D capability there will be a reduction in 

technical competency, which will result in Australian companies becoming ‘sausage 
machines’ which churn out basic programming.  Instead, we need to have some 
emerging, innovative areas of ICT.  We have a lot of smart people, however, they are 
working on the wrong projects and while they are emotionally tied to their own ideas, 
these may not be commercially realistic. 

 
4. We need industry experienced people to work in a forum and make recommendations 

about the directions the Australian industry should pursue.  The task would be to focus 
and find suitable niches.  The issue is to get a balance between academic and 
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commercial perspectives.  To do this, we need to involve people out of industry.  
Technology innovators are doers, but they need steering in the right direction.  Such an 
advisory group would simply ‘crystal ball gaze’, rather than be involved with a company 
in any other way. 

 
5. R&D is important if we want to develop a globally competitive ICT industry.  If we want 

to be good implementers of other countries’ technology, we don’t need a domestic R&D 
capability. 

 
6. A ‘commercial ready’ grant is a step in the right direction. Will reserve judgement on 

how effective it is in reality. 
 
7. Some R&D ‘bubbles up’ from a technical innovation but it is better if it is driven from a 

market problem i.e. a top down, not bottom up approach.  There is still a lot of 
procurement decision in ICT where the solution chosen is 90% of required functionality 
or less.  The cost of alignment of the last 10% is quite high, however, this 10% may 
generate real benefit, so this could be the focus of more R&D. 

 
8. There is no real encouragement for R&D.  Not much comes out of NICTA or CSIRO in 

terms of commercialised product.  In addition, NICTA is ‘golden triangle’ focussed 
(Canberra, Sydney and Melbourne).   

 
Perth is disadvantaged by being $2000 and 2 days away from these centres.  There 
should be more research done within industry but there are disincentives to do so.  
Australia’s 125% rebate is not enough - other countries have 200% tax incentive. 

 
9. Super funds generally do not invest in R&D.  Given the size of their funds under 

management, they could be encouraged to invest a small amount of risk capital into 
developing Australian industry.  Neither private sector companies nor government 
appear willing to buy local product and this has an impact on the level of R&D 
undertaken. 

 
10. R&D should be done by business, rather than by government.  Government is risk 

averse. If government is to support R&D it should do it via a ‘risk fund’ where it is 
acknowledged that not all investments will succeed and that it is in fact OK for the 
majority of them to fail as the program is trying to find the 5% -10% that will take off 
and succeed. 

 
11. Government referencibility is important, but government doesn’t need to own the IP 

from application development work that it commissions – it won’t do anything with it 
anyway.  Government should allow the original developer to bid to own the IP on an 
open book basis.  
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Who should perform R&D?   
1. If had more money would employ some graduates to perform R&D. 
 
2. The availability of tool sets (which is a market in its own right) is helping contain the 

costs of supporting a number of customers.    These tool set products can make us 
competitive.  For example, a skilled NT resource is now $100k pa. 

 
3. Would like to see a marriage between government and private enterprise in R&D.  

CSIRO attracts leading scientists and DSTC (in Queensland) is good incubator. 
 
4. I-labs are an initiative for ICT start-ups in Queensland, which works well but ultimately 

these people need to get back into the industry. 
 
5. Government needs to be more timely in its policy and governance for directional 

decisions that have industry wide implications.  For example, VOIP was already being 
adopted by industry before a policy position was taken by government.  We need timely 
guiding principles rather than after the fact decisions. 

 
6. In Israel, they expect 5% of the money invested in R&D to ‘make it’ to a commercial 

product.  Israel was amazed at the amount of infrastructure we have (i.e. how much 
money goes into it). 

 
7. Industry should commercialise research. 
 
8. Multinational companies could be asked to put more R&D investment into Australia eg. 

Microsoft. 
 
9. It is very likely that nobody knows how many ICT researchers there are and this in itself 

is an indictment on the level of R&D coordination and integration in the industry.   The 
government’s ICT Roundtable has achieved nothing in the last 16 months, with turf 
wars entrenched and no representation from industry. 

 
10. We are innovative and we do research well at university but we can’t work out how to 

commercialise our inventions.  People with smart ideas do not necessarily have 
business acumen and therefore need to partner.  Some people like the rarefied research 
niche, but this is now changing...  PhD students are doing commercial R&D for their 
research papers.  The university gets the IP, the student gets some money and support 
to travel to present papers etc, so everyone wins. 

 
11. There is not enough collaboration between government R&D and industry. 
 
12. Universities can’t commercialise their R&D unless they spin the professor and the 

students off into a company - as Bond Wireless did on the Gold Coast.  The better way 
would be to have universities and industry collaborate more. 
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Are you aware of research organisations such as NICTA, CSIRO? 
1. Don’t see NICTA in NT, and have no experience of CSIRO; 
 
2. If the process for allocating the research funds that went to NICTA happened again, the 

industry would hopefully not allow itself to be steam-rollered again.  Government 
decision makers also need to ask harder questions about liaison with industry.   
Industry wasn’t ready.  Now NICTA is looking for a strategy on how to engage with 
industry but don’t know how to do it. 

 
3. The research resources at CSIRO, DSTO, and NICTA should collaborate on what 

research they should work on. 
 
4. DCITA voice gets lost when the big departments get involved in their patch. 
 
5. AIIA needs to build a relationship with DEST to influence research agenda. 

 
 
Is R&D adequately supported by government 
This comment was addressed in a number of other areas (eg the SWOT, Industry challenges 
and Industry enablers and barriers) and so not many additional comments were given against 
this question: 
 

1. Queensland is trying to attract research nodes of major corporates such as SAP, Oracle, 
Red Hat and IBM.  Having an R&D strategy sends out a message to global companies 
that the State is serious about industry development. 

 
2.  R&D strategies being set in health and ICT will underpin where research $$ should go. 

 
 
How should Australian ICT companies work with such organisations? 

1. A number of companies would be reluctant to work with government research bodies 
because of a concern over IP.  Most companies would prefer to do their own R&D and 
‘lift their own weight’. 

 
2. Management needs to sustain the new business, therefore, they tend to ride on 

someone else’s R&D.  The focus on R&D should have a commercial reality or else bring 
a community benefit.  People who fund R&D need to understand that there will be risks 
and that money will be wasted. 

 
3. Large companies, such as Panasonic, benefit by having a talent scout on the ground 

that is always looking for new product - eg good telephone software.  If picked up by 
Panasonic, royalties flow to the innovator.  Panasonic has a major R&D outfit of its own 
but still sees the value of this approach because often the ’little guys’ are the original 
thinkers. 

 
4. NICTA and other academic R&D units have a poor record of commercialisation because 

they have a gap between practice and understanding i.e. there is a big difference 
between proving a concept and commercialisation.  NICTA out of necessity has to 
change its business model and engage with industry to obtain success but R&D 
infrastructure / foundations are still heavily academically staffed. 
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5. Aust Industry programs could be improved by making the expenditure of the grants 

funds more accountable.  A type of mentoring program could be created that is 
specifically aimed at getting two-three commercial outcomes from the R&D program. 

 
6. CSIRO is supposed to be a ‘think tank’ so it would be good to see far more engagement 

with Australian companies.  Contrast this with the engagement they have with the 
multinational companies. 

 
7. Research has to be where the businesses are.  A lot of small companies are not aware 

of the fact that they could use them.  If a company wants to do R&D, it is highly likely 
that they will not want to source it – they will want to keep it in house and secret.  

 
Commercialisation 
 
Comments were made about commercialisation in responses to the SWOT and the Industry 
challenges, drivers and barriers questions. 
 
How could commercialisation be improved?  

1. Once a database is developed, there may be additional demand for it, but will need to 
spend more time to create a commercial package.  This is a bigger investment which 
needs access to deeper pockets. 

 
2. If the product is good enough, it will stand on its own feet.   Commercialisation is a 

‘Law of nature’ - it is just tough.  When governments put money into commercialisation 
efforts they tend to get the wrong results because it becomes a case of the ‘blind 
leading the blind’.  Governments don’t have any idea about what will work in the 
market, therefore how they can make decisions?  Factual information from experienced 
individuals is invaluable. 

 
3. There is no venture capital base in Darwin.  Programs like COMET are difficult because 

someone ends up having to pick ‘winners’.  This is OK, if the decision maker has 
experience. 

 
4. Commercialisation requires skills sets that may not be available in the company.  The 

question is - when should the development stop and when should the marketing 
commence?  Government programs ignore marketing.  Company needs to make money 
to commercialise rapidly.  There will be a two year life cycle to commercialisation and 
the company will need to prepare mentally to scrap product and ramp up again if it is 
not right for the market.  Need excellent resources during this time (no room for 
monkeys).  To satisfy government funding requirements will need to have a direct R&D 
focus. 

 
5. Curtin University funding for ‘high definition geophysics’ take seismic techniques for oil 

and gas to hard rock.  Industry is being up front about being ready for 
commercialisation as part of its involvement in this project. 

 
6. There is not enough funding for commercialisation and early stage.  But there is an 

incredible amount of money in super funds etc and they don’t know how to spend it. 
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Are there adequate measures for early stage development? 
Comments against this question were made in the SWOT, and as responses to the challenges, 
barriers and drivers questions (under the investment heading): 
 

1. There are a lot of different groups supporting young entrepreneurs.  New approach by 
government is “it’s coming”.  If a company is going into early stage, the principals need 
to be prepared to put things at risk. 

 
2. There should be taxation deductibility for longer. There should be joint 

Industry/government ‘think tanks’ to spawn, grow start-ups and weed out the failures.  
A similar process should be rung at second and third stage. 

 
Who should be responsible for these incentives? 

1. There is a need to build capacity to provide access to knowledge and skills by SMEs so 
that they know what to do to present a pitch to a VC or a multinational company. 

 
What should we be doing to get SMEs more investment ready for dialogue with the 
venture capital market? 

1. There are resources available from SMEs who want to find them.  Each State has its 
own industry development body.  Coaching for talking to VCs at start-up is well covered.  
However, there is not enough assistance after a company gets to the $1m turnover 
mark and at the next jump, i.e. the $1m to $5m band and at the next band thereafter..  
Governments also seem keen to provide export or growth funding for physical 
industries, not for the development of intellectual knowledge.  It is very difficult to get 
funding to take something to ‘world class’ status via a partner eg through IBM. 

 
2. AIIA activities in this area are usually ‘very light touch’.  They focus on how to pitch, not 

what to pitch.  The new CollabIT program can help to overcome this. Need also to do 
who, where, why, what - especially if trying to get to overseas markets. 

 
3. More research and access to money for real market research would have been very 

beneficial when the company was starting up.   If they (this respondent) had this, they 
would have had a better understanding of how long commercialisation would take.  
However, if they had better understood the process, they may not have gone ahead.  
They were in the right place at the right time, saw the need for it and took it from there. 

 
Venture capital availability 

 
1. Our industry lags behind in having businesses that are investment ready.  Generally 

speaking, the VC firms are saying there is nothing ‘investment ready’.  Investment 
ready in the USA means having serious management expertise, and the scale such that 
someone can invest $100m. 

 
2. Wouldn’t take venture capital money because of the risk aversion model which exists in 

Australia.  In contrast, in the USA Venture Capitalists will spend more and take higher 
risk.  But Venture Capitalists are all greedy about their share at exit.  Private capital 
markets are much better. 
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Labour, training and skilling 
 
Does the industry have sufficient access to business skilling? 

1. Workshops for business managers have been run but people just aren’t interested 
because interest in ICT has come down (not a ‘sexy industry’ any more); 

 
2. The ‘fodder’ get their training but if the relevant business skills aren’t present in the 

company, then it doesn’t matter about professional competencies and labour skilling. 
 
3. There are lots of courses in business skills, ‘marketing 101’ and business management.  

In the NT they are planning to take a different tack - leaders will be sent on leadership 
courses.   Have identified industry leaders to act as mentors.  Government to pay half 
course costs but recipients must come back to present.  But governments can only do 
so much and can get disillusioned. AIIA’s entrepreneurship program is a good start in 
this type of education. 

 
Are labour, skills and training issues impacting your business? 

1. The company needs to employ people at PhD level.  Current employees both have 
masters’ degrees.  One is a lecturer.  Difficulty to employ at leading edge.  Even with 
this background, they require six months to cover gaps in their knowledge.  Companies 
basically need to start a finishing school for their graduates to take basic knowledge 
levels up to what is required in the real world. 

 
2. The academic world is currently upset over their dropping enrolments.  However, 

industry doesn’t necessarily see the enrolment issue the same way – there are other 
sources of skilled labour that can be used in the industry. 

 
3. Can’t get excited about the idea of a skills shortage as a result of dropping IT 

enrolments in university, but there is definitely a business skills shortage issue. 
 
4. Just after tech wreck, an advertised position for an analyst programmer got 140 

responses.  A similar ad two weeks ago received four inferior applications, indicating 
that there is a demand market.  This impacts on long term contracts etc. 

 
5. People who have made a good living out of being determined, sustained deal makers 

/winners are also the sort of people who are driven by money and prestige.  So how to 
get them out of the established vendors and contribute to start ups is a real dilemma.  
Only way is to offer to use their skill in a way that is fulfilling in ways that are not 
monetary. 

 
6. We haven’t done a good capability study of the industry’s verticals, so we don’t know 

what we have to offer.  We don’t advertise our wares.  We need to go inside clusters to 
co-operate and this should happen in the school environment also. 
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What labour and skilling issues do your foresee in the future? 
1. University intakes are being reduced, because the attraction is not there.  Attitude 

seems to be that ICT is a component of business but is not my core business.  People 
seek training in running their business and in technical competencies. 

 
2. Staff turnover comes down to own internal policies.  Need to make the experience of 

work highly satisfying. 
 
3. It’s time that we went back to some sort of incentive for people who are prepared to 

put people on training (tax breaks or other incentives) – particularly as economy is 
going well.  People are poached; people need to move to new careers.  Staff wages will 
be higher – will be employing seniors or using a lot of money to up skill, or import skills. 

 
4. Love to see more money for programs which provide the business skills. At a base level, 

schools do ICT really well.  Some TAFE colleges do ICT well.  North Sydney TAFE web 
training – people get grabbed straight away. However, can’t get good enough teachers.  
Joint functions with Universities don’t work.  Private colleges seem to do it well. They do 
their research and can respond to market demand quickly. Interactive multi-media is 
not covered well. 

 
5. A lot of professionals need to evolve their skills.  Not getting this from universities.  

Could use more people than have in the market.  Universities tend to get ‘religious’ and 
therefore there is a disconnect with what industry wants and what universities are 
supplying. 

 
6. There is a perception that ICT is not cool/trendy, and as a result people are not seeking 

tertiary education in this field. 
 
7. Small businesses have bandwidth issues – primary focus is cash flow therefore they 

digress from a focus on strategy and growth. 
 
8. We spend very little on ICT education.  There is a lack of tapping into ‘youth innovation’, 

especially in the web environment. 
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Networking / Clustering  
 
It became clear from the responses in this section that those currently closely involved in 
clustering (Qld, Vic and WA) have a comprehensive understanding of what defines a cluster 
and the relevant issues relevant.  It is equally apparent that there is some confusion about 
what clustering means amongst those respondents who have not been involved in a cluster. 
 
Are you aware of the concept of industry networks and partnering or industry 
clustering as a business development tool? 
 
Question of definition 

1. What is the definition of clustering? Canberra is a centre for ICT development.  These 
companies are very small.  Could argue that Canberra is a cluster. 

 
2. Difficult for Australian companies to work together in clusters, consortiums or 

partnerships.  People just starting to grasp.  If cluster, someone will need to be the 
prime.  

 
Clusters must be spontaneous  

3. For clustering to be successful, need to let market opportunities drive it. 
 
4. Once the cluster has come together, then the cluster needs to find the right leader.  

Without this, the cluster will just fall away. 
 
5. Governments can’t create clusters – but we should recognise where they could exist 

and then support them. 
 
6. Don’t see the value in the technology parks.  Clusters need to come together naturally.  

Alliance can’t be forced.  Don’t see point of clustering from a business perspective, but 
can see it from a scale perspective (infrastructure).  

 
7. A cluster needs a board of intelligent and interested bodies and an administration, plus 

the workers.  The cluster has to be voluntary, especially on the programming side.   
 
Clusters are good 

8. Clusters are good. Joined a taskforce on clustering but it was hard to get time to get to 
meetings and to find volunteers willing to push the cluster further. 

 
9. Lots of companies would like to be exposed to others who might be complementary in 

their offering. 
 
10. Clustering is a critical approach to developing viability.  Doesn’t need to be geographic 

(can be virtual) but geographic is better. 
 
11. There are marketing and branding benefits from clustering.  Opportunity is to replicate 

branding. 
 
12. For start ups, clustering is good idea in theory, but personally didn’t seek them out 

when at the start-up stage, partly because technology parks are on the side of city and 
this didn’t suit the principals.  Clusters can be virtual - ultimately the internet is a 
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cluster.  Clusters don’t need to be synergistic, can sometimes come together as a 
lobbying group. 

 
Need for Mentoring 

13. Start up ICT companies are like a ‘corner shop’.  A lot will fall in the first year.  At a 
minimum they need good mentoring.  Put a P & L or a marketing plan in front of most 
start-ups and they won’t know what it is.  Have to have the ability to function as a 
business to survive. 

 
14. Pitch forums have been useful in Adelaide, eg on the first Tuesday of the month.  The 

forums try to help companies achieve something.  The same bunch of innovators would 
always be there.  This was more useful than a cluster. 

 
Clusters must be organised 

15. Has been involved in clustering for eg tenders where a ‘co-opetition’ model applied.  ’ 
Someone has to coordinate and organise. In co-opetition often the wrong people get to 
do this.  What works is clear objectives and having the right parties involved. 

 
16. The best examples of clustering can achieve a great deal.  They can improve 

relationships with government and provide a profile of industry.  They allow for 
collaboration and self help.  Members will have similar challenges and can help each 
other avoid or minimise traps.   Such clusters will come about organically and informally 
and became more formal and organised over time.   

 
17. The lack of objective/goals/leadership in a cluster needs to be solved for the cluster to 

have long term viability.  It needs a ‘top down’ approach. 
 
18. WA is keen on clustering but it is only just getting going.  Trying to promote two 

clusters: 
a. Small companies sharing info and find partnering opportunities out of this. 
b. ICT resources sector cluster to get recognition of world capability. 

 
The clusters will give participating companies higher visibility and creditability.  People 
see oil and gas sector as ‘Aberdeen/Houston’ and want Perth to be included as a world 
centre for the sector (follow the Sun). Comparative advantage will let the cluster 
emerge, so a cluster will organically start to happen here and have high expertise.  But 
it is amorphous – someone needs to take the lead and set objectives. 

 
19. Microsoft is supporting industry in a range of states with clustering opportunities as an 

approach to industry development: eg qld.net, victoria.net.com.au. Outback net.  
Elsewhere, small ICT companies are being brought together in a local geography.  Both 
physical and virtual clusters are happening.   Create one brand to do business and find 
partners.  The brand can act as an entity and the challenge is funding the participants.  
Microsoft and government provide the back end. 

 
20. There are 12 clusters in Victoria; three going well; three folding and six are ‘interesting’.   

The success - or not - of these clusters depends on the individuals involved.  .net gets 
money from Microsoft but had to get really good administrators.  Java Cluster working 
fantastically.  Web site used effectively for eg email and broadcasts. 
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21. Has no experience of working in a cluster.  Knows that the marketing units of   large 
multinational companies will link up SME companies who can provide solutions to 
similar industries. 

 
Government support of clusters is necessary 

22. Overseas, the clusters of ICT industries come about because of major funding from 
government plus tax concessions.  Australian government has no appetite to do this 
because they feel no urgent call to action so long as we are exporting off the 
sheep/mining back.  High value jobs are not in the mining industry.  Technology jobs 
would be a lot better. 

 
23. Need more activity in this space – possible with DCITA funding. 
 
24. Can be proactive about clustering.  Do it by sub-sector eg a semi-conductor cluster.  

But it is very challenging to keep it profit making.  Government may not make money. 
 
Clusters must not be competitive 

25. Mutually exclusive groups might work better together in clusters so that there are no 
competitive issues. 
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