How Clever Are We at IT?

By Graeme Philipson

It is fashionable in Australia to put ourselves down. This is as true in IT as it is in any other field of human activity, except perhaps sport. We have heard a lot of rubbish about “the clever country”, and many examples, usually in the area of government IT policy, that indicate that we might not be so clever after all.

But with all our faults we don’t do so bad when we compare ourselves to other places. When it comes to IT, Australia is a very clever place indeed, it would seem. There is no shortage of comparative data on the subject.

The Word Information Technology and Services Alliance has Australian tenth in per capita IT spending and fifth in IT spending as a proportion of GDP. The Economist Intelligence Unit has Australia second (the USA is first), in “e-readiness”, a measure of the extent to which a country’s business environment promotes Internet-based commercial opportunities. IT market researcher IDC publishes an annual “Information Society Index”, in which Australia is currently ranked third in computer infrastructure (after the USA and Singapore) and also third (after Sweden and Singapore) in Internet infrastructure.

In all these rankings the same names keep appearing: the USA, the UK, Singapore, and the Scandinavian countries. They all use different yardsticks, many of which are quite arbitrary, but no matter what measure you look at, Australia is invariably in the top ten.

Nor is Australia a pygmy in relative terms. We think of ourselves as being a relatively small economy, but we are much larger than many other countries. Australia accounts for only about three per cent of world IT, but the figures are distorted by the massive size of the US market. Depending on how you count it, Australia is the seventh or eighth largest IT market on earth. The really big ones are North America (where the USA and Canada are effectively one market), Japan, Germany, the UK, and France. In the next rank are China, Italy, Australia, Korea, Spain, Brazil and the Netherlands. The Australian market is on a par with all of Scandinavia.

So, by any measure, Australia is a large and advanced user of IT. What we have not done so well at is the development of an indigenous local IT industry. When it comes to IT development, we truly have a branch office mentality.

But so does the whole world. More than any other industry, except possibly entertainment, IT is dominated by the USA. And with entertainment (the message) being increasingly merged with the technology that delivers it (the medium), that trend is consolidating.

Over the years there have been many attempts to manufacture computers in Australia, all of which have met with failure. We are now at the stage where all significant computer hardware comes out of the USA, and to a lesser extent Japan. You could argue that many PCs and peripherals are made elsewhere, mostly in Asia, but these are essentially assembly plants. The chips and the other important components all originate in the USA, in design if not manufacture.

The last twenty years have seen the demise of the once-proud British computer manufacturing industry – all the manufacturers amalgamated into ICL, which was eventually taken over by Japan’s Fujitsu. The same thing happened in France (where Bull became part of NEC), Italy (where Olivetti imploded), and even in Germany, where sole manufacturer Siemens is having trouble maintaining its own identity. The Japanese giants are the only one to stand up to the US, and most of their technology is American in origin.

What chance Australia? We have pretty well given up even on bolting together components. The economies of scale just aren’t there, which is fair enough. State and federal governments have fiddled around for years with local content rules and tax breaks, but their piecemeal plans have led to little more than a spate of uneconomic and short-lived assembly plants that have contributed nothing to the long-term future of the local industry.

Australia has done much better at software, and at services. Software does not have the economies of scale of hardware (indeed, the opposite is the case), and some local developers have made a significant impression on the world scene. Most companies that get any good tend to get acquired by multinational (i.e., Americans), but some manage to make a go of it as independent operators. Probably the best example is Queensland’s Mincom, which has become the world’s largest supplier of software to the mining and railway industries.

Australia has also proved to be pretty good at telecommunications, though mostly in a branch office capacity. We have developed some good telecommunications software, but we have no equivalent of Finland’s Nokia, Sweden’s Ericsson, or Canada’s Nortel.

The signs are that this matters less and less. Australia has long been a large user and a small developer of IT, which has meant that the balance of IT trade has been weighted against us, but the cost of hardware and software as a proportion of the total cost of IT systems is dropping all the time. The growth area is in services, which are not as easy to import and export as more tangible items. Figures from market researcher Gartner Group show that Australia’s IT services industry is nearly as large as that of South-East Asia, India and China combined.

This is where most of the truly innovative – dare we say clever – action is. Australia abounds with small and medium sized IT services organisations that are taking advantage of the high level of IT sophistication in this country. There are many large multinational players, like IBM and EDS, but their services revenues tend to stay in Australia. And there is a host of smaller services companies that have done well locally and elsewhere in the region.

IT is a truly global industry, and Australia a major player. It is time we stopped pretending otherwise.
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