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How important a place does Australia play in the worldwide computer industry? This year, total worldwide IT expenditure will exceed $3.6 trillion. Australia will spend $47 billion, about 1.3 per cent of the global total.

The global figure represents an 11 per cent increase on 2003, and is much higher than the peak during the do com boom at the turn of the century. Australia mirrors the international growth rates – the good times are back again.
The figures come from a report called Digital Planet, which is published every two years by the World Information Technology and Services Alliance (WITSA), the international umbrella group for all the world’s national IT associations (Australia is represented by the AIIA).

In previous years the data in the report has been compiled by research company IDC. The 2004 report has been put together by economic research company Global Insight, which for the first time has made projections into the future of global IT expenditure.

The report comprises reams of statistics. This is dry stuff for some, but as a sometime market researcher I find it fascinating. It breaks down past, current and projected future IT expenditure for every country and region on earth, and does this by type of expenditure (hardware, software, services, communications etc.) and by industry sector.
When you delve into the details and do some comparisons between countries and over time, you get a fascinating insight into the world’s IT industry and how it is changing. We know about globalisation and about the rise of China and that sort of thing, but how is that affecting the IT industry?

The largest national IT industry is, of course, the USA. Japan is number two, and the UK and Germany are equal third. China is sixth and South Korea ninth. In 2007 the top three positions are forecast to remain unchanged, except that Germany will fall back to fifth, China will move into fourth spot, and South Korea into sixth.

Australia’s 1.3 per cent puts us into eleventh place, about equal with Taiwan, the Netherlands or Mexico, and only a little behind all of Eastern Europe, Russia included, combined. Our relative position will remain about the same throughout the decade.
It is the growth rates of the IT industries in the different economies that make the difference. IT spending in Asia-Pacific is projected to increase at an annual rate of 9.3 per cent from now until 2007, compared to 8 per cent for the world as a whole. Only Eastern Europe is projected to grow more quickly, but from a very low base.

The annual growth rate of the Chinese IT industry will be 13.9 per cent over this period. We hear a lot about India, but like Eastern Europe it too is coming off a very low base, and while its rate of growth is very high, even by 2007 India’s IT industry will still be smaller than Australia’s, and only about one quarter the size of China’s. Many people do not realise this.
As Benjamin Disraeli famously said, there are three kinds of lies: lies, damned lies, and statistics. I have spent a lot of time with numbers in my life, and I know how true that is. But the numbers still tell us a lot.

Most of all they tell us that the IT industry, long the most global of all industries, is becoming even more so. We are not about to see the end of US dominance, but expect to see a lot more Chinese brand names over the next few years, on everything from mobile phones to servers.

What the numbers do not tell us, of course, is where the money is going. Australia is a major consumer of IT, but except in services we are a net importer, and a big one. For the last couple of years the Australian Computer Society has sponsored an annual study by Victoria University’s John Houghton which shows the enormous extent of Australia’s IT balance of trade.
As Professor Houghton’s data reminds us, our imports of IT goods and services cost us more than our imports of food, textiles, clothing, footwear, civil aircraft, chemicals, pharmaceuticals, books, toys and leisure goods combined. We have a massive IT deficit, and our home-grown successes and modest exports barely make a dint on it.

The best the federal government can do is to accuse the ACS and Professor Houghton of peddling “19th century mercantilist dogma”, and crow about our IT consumption. We need to do more than consume, we need to produce. But the changes highlighted in WITSA’s report indicate great opportunities for Australia.
The centre of balance in the IT industry is moving slowly but inexorably towards Asia-Pacific. Australia is an advanced English-speaking economy in the region, with high and mature levels of IT usage. We are good at services, and good at software.

What we lack is the national will – a legislative and entrepreneurial mindset that will enable Australia to be a major player in the new Asia-oriented global IT economy. The world is changing, and Australia needs to change with it. What are we waiting for?
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