Government IT policy

by Graeme Philipson

As a federal election looms opinions are divided over the effectiveness of the federal government’s record in IT policy. This has been a very interventionist government at a time of great change in the industry. Key recent initiatives are the government’s “innovation action plan” released in January of this year, and its continued regulation of Internet content. The government has also been very active, if not successful, in promoting outsourcing of IT, and in other areas of key concern to the industry, such as education and immigration.

All of these areas have attracted significant controversy. The Australian Information Industry Association (AIIA), the peak industry body, is generally happy with the government’s IT policies, but many analysts are highly critical of the government’s record, particularly in the area of Internet regulation.

“We support the government’s broad objectives for Australia’s IT industry,” says AIIA’s executive director Rob Durie. “The government clearly recognises the critical role that IT plays in innovation and driving economic growth.”

The AIIA is dominated by the Australian branches of multinational IT companies, and has rarely criticised the government. It supports the government’s view that Australia’s high rates of IT adoption and usage are sufficient to fuel Australia’s move to a “new economy”. But not everybody agrees – indeed quite a debate has emerged over the subject in recent weeks. Both prime minister John Howard and communications minister Senator Richard Alston have used parliament and the airwaves to highlight studies that show Australians are major users of IT, and used this as proof that the government’s IT policies are working.

There is no doubt that Australia ranks highly when it comes to harnessing the power of the IT revolution. The Economist Intelligence Unit ranks Australia second in “e-readiness”, a measure of the extent to which a country’s business environment promotes Internet-based commercial opportunities. 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. IT market researcher IDC ranks Australia third in computer infrastructure and Internet infrastructure.

In Question Time in parliament on 19 June the Prime Minister cited many of these studies, using them as a stick to criticise the opposition’s “talking down” the economy. So did Senator Alston, interviewed on ABC radio’s AM program a week later. It has become a government mantra that Australia’s high level of IT uptake is the result of its enlightened approach to IT.

The federal opposition, as might be expected, doesn’t agree. It highlights Australia’s high trade deficit in IT, and the fact that Australia has no viable IT manufacturing industry, as proof that the government’s IT policies are failing. Opposition leader Kim Beazley points to a number of studies that show that while a high rate of IT usage are necessary for an innovative economy, it is not enough.

“The prime minister’s argument is against the advice of his on chief scientist (Dr Robin Batterham), who says it is not sufficient for Australia to be a fast user of other nations’ technology. This is a government that is instinctively weak on investment in education and so argues that the new economy is all about usage of technology.”

And so the debate drags on. Both sides of politics are, of course, selectively quoting what they wish, to attack each other and support their own viewpoint. The parties will always squabble over whose data is the most relevant, but with a federal election approaching the real question in the IT industry is which party will offer the best environment for Australia’s IT future.

It is not easy to tell. Neither the coalition nor the opposition has elevated IT to departmental status, as many states have done. The government has a ministry of industry, science and resources, under Senator Nick Minchin, but in practice IT falls under Senator Alston’s communications portfolio. The opposition has a shadow ministry for industry, innovation and technology, under Dr Carmen Lawrence.

The coalition’s five year record in IT policy is there for all to see, and is subject to some debate. The ALP was in power for the 13 previous years, during which time its own record was at best patchy – its most significant failure being the ludicrous cable TV rollout, which saw duplicate sets of broadband cables installed to cover most of metropolitan Australia, while half the country missed out on anything. And few people are able to use it for broadband Internet, because it has been designed and used primarily for more analogue TV channels.

But the ALP has new people in charge now. Perhaps it will be better in future, if some of the recommendations last week's Knowledge Nation report become party policy. The report specifically mentions broadband access and a few other IT issues, but at this stage these are little more than platitudes. There are no specifics. It is much easier to examine the coalition's IT policies, because we have recent form to evaluate. What has it done for the IT industry in that time, and what will it do in the future?
Nobody disputes that Australia is a major user of IT. But there is significant disagreement over whether the government’s IT policy has been helpful. Some observers even believe that Australia’s high IT usage rates have occurred in spite of government policies, not because of them. Indeed, some critics say that it is the government’s very myopia that has driven us to invest so strongly in technological solutions to our problems.

Bob Hayward, senior vice president for leading IT analyst company Gartner (formerly GartnerGroup), is one of the most vocal critics. He identifies a number of issues where government policies, or a lack of them, have greatly harmed Australia’s ability to forge a viable local IT industry.

“Australia may well be a very sophisticated and leading adopter and user of technology,” says Hayward, “but its record as a producer of technology for export and to create local jobs is dreadful. Singapore, with a population of just three million people, attracted more IT professionals as immigrants last year than Australia. That fact alone is a sad indictment of our appeal globally.”

Hayward believes the government has got it wrong in many areas. “The datacasting debacle, the pathetic legislation dealing with online pornography, online gambling and online copyright, the national lack of broadband availability, high taxation rates and other policy decisions expose a government that attempts to limit, stymie and thwart the development of an Australian IT industry, rather than encourage and nurture one.”

He is also critical of Australia’s investment and taxation environment. “We seem to think it is somehow normal to be paying almost half our income in tax. It is not normal, and totally out of step with our regional neighbours. We live in a world where skills are transferable globally, and Australia has no strategy for competing. Australian governments, at both State and Federal levels, have failed to invest in the one thing that clearly leads to a new economy – the  education of our young people in the fields of science and technology.”

Hayward is not alone. Another vocal critic is Peter Coroneos, executive director of the Internet Industry Association, which represents mostly smaller Australian content providers and web developers. His is a very different constituency from that of the AIIA.

Coroneos and his organisation have roundly criticised the government’s attempts to regulate Internet content, especially in the areas of gambling and datacasting. But like Hayward he believes the real problem is a lack of investment in IT in Australia, a problem he lays squarely at the government’s feet.

“When this government was elected it halved the effective rate of the tax concession for research and development. As a result we saw a decline in R&D spending to the point where we are now seriously lagging our international competitors,” says Coroneos.

“The recent reforms still mean that the effective rate of assistance has fallen over the past five years, and they are structured to benefit the likes of the mining and manufacturing industries more than high-risk startups. We have restrictive regulatory rules, a perverse domestic telecommunications market structure, and a cabinet that shows little awareness of – let alone commitment to – the information economy.”

The debate is very much one of the new world versus the old. The government and the big end of the IT industry are generally happy with the way things have gone, while most industry analysts and smaller players are not. If the coalition is returned we can assume, in the absence of any statements to the contrary, that we will be in for more of the same. Whether that is a good thing or not depends on your point of view.

And if Labor is elected we might be able to watch TV over the Internet, and it’s probable that more money will be spent on education, but it appears unlikely that we will cease to be a branch office of the world IT economy. It appears likely that whichever party wins the next federal election we will have to continue to satisfy ourselves with being consumers, rather than producers, of information technology.
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