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I have never been very impressed with governments in this country and their support for the IT industry. Generally speaking their efforts have been piecemeal and counterproductive, and of much greater benefit to the multinationals who control the industry than to smaller homegrown IT companies.

Happily, there are exceptions to this rule. One recent example is the NSW government’s involvement in the Western Sydney IT cluster, a group of a couple of hundred small IT companies in Sydney’s western suburbs. The IT cluster is an initiative of the Office of Western Sydney (OWS), a state government agency established in 1998.

Sydney is a large enough city now to have distinctive regions. Western Sydney has been moving in that direction for some years, with its own university and own distinct geographical identity. No other Australian city has a similar region with anything like western Sydney’s size. It is home to nearly two million people, ten per cent of Australia’s population.

The IT cluster was announced last year. It is not a physical place, but a kind of club, which cooperates in certain areas and which allows the government to focus resources. Members of the cluster, for example, can all access the research resources of Gartner rather than signing up individually for expensive subscriptions. They have access to consultancy Ernst &Young, and to seminars and briefings to help them grow their business.
The same strategy is being applied to the many biotechnology companies in the western Sydney region, and to other companies involved in environmental sciences. The idea is essentially one of strength in numbers, with a bit of funding and prodding from government.

It’s easy to be cynical about these sorts of government initiatives, but this one appears to be working. The amount of money involved is comparatively small (the annual budget of the whole OWS is around $4 million), but it is much better spent than, for example the money the Feds spend on NOIE (the so-called National Office for the Information Economy), most of which is wasted on feel good projects that have little practical benefit.
Two weeks ago OWS held a major conference on the “knowledge economy” at the Novotel at Olympic Park. It was not IT-specific, but looked at all aspects of how “clustering” and similar initiatives can help companies and regions. I went along to have a look.
I was prepared to be disappointed, but I was not. There were as many attendees from industry as there were from government, and there was a high degree of enthusiasm for what OWS was doing. One of the speakers was Australia’s chief scientist, the irrepressible Dr Robin Batterham.
Batterham is always good value. He is something of a national treasure, and he deserves to be much better known than he is. He combines impeccable credentials with a kind of impish wit very appropriate to his role, which is to advise the Federal Government on matters scientific (it’s a pity they don’t listen). He explained why he thinks clusters are a good thing, and how they work.
It’s all about economist Michael Porter’s “cluster theory”, which links productivity to the microeconomic business environment. “A bright idea is inevitably helped when another bright idea is added to it. When a range of related disciplines come together, ideas have the best chance of being commercialised. They achieve critical mass, which is the key to competing globally.”
Batterham pointed at that there are nearly half a million small businesses in Australia, but experience shows that only 1.4 per cent of them will ever succeed on a global scale. “We need to at least double this number. With the right sort of investment we can foster growth at a very early stage. We all agree we need to invest in the future – the question is what are the most effective investments to make.
“Our prime strategy should be to help the smaller companies get up and running and help them to grow quickly. The nature of innovation, and in particular technological opportunities, is that they just keep on coming along. No product stays still these days, nor do disciplines. We keep on improving even basic devices like the telephone or PC, as well as the processes behind manufacturing.

Australia is a two per cent nation in terms of the world’s intellectual output, and a two per cent player in terms of the knowledge economy. We have to go for niches. Some of them might occasionally take off and become world brands, like Nokia did in Finland.”

The conference focussed strongly on successful clusters internationally, with speakers from Israel, Ireland, Singapore and the USA discussing clustering experiences in those countries. The Singaporean Economic Development Board announced at the conference the establishment of a centre in Singapore to promote the companies and products of the Western Sydney IT Cluster.
Regular readers of this column will often sense my cynicism coming through. I am not really a cynic – I just see so much sham and misery and broken dreams in the world. When I see a good idea, with good results, I applaud it. Especially one from government.
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