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Global changes 1

Last few years
- Move to outsourcing of much manufacturing and some

R&D by MNCs
• Some of the what were the world's largest electronics

manufacturers do relatively little manufacturing today
• Far less influence over location decisions. More focused on

price, quality, delivery, risk reduction
• Preference to have a small number of relationships with

outsourcers and key relationships near to R&D and product
centres or big customers

- Establishment of 5 - 10 large global outsourcers who
have ICT MNCs for their customers

- Shorter life cycles and rapid commoditisation of
products
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Global changes 3
Future
- Industry will return to growth

• Internet still growing fast, so investment will return

- Future growth and investment decisions by MNCs
likely to be very cautious with a lot more critical
analysis than in the past few years

• Possible preference to form alliances/partnerships and work
with companies, rather than invest in or acquire companies

- Reduces R&D costs and shares the risks

- Greater location mobility but many legacy relationships
- MNCs will continue to move R&D and manufacturing

to Asia, particularly China but also India



Impact on Australia
Little manufacturing of any large scale left in ICT sector
No major presence by global outsourcers
R&D facilities lost and those remaining shrinking
- Sustainability of those remaining?

Carrier capital spending fell more than in many overseas
markets so impact likely to be greater than average in
Australia - company specific
Lack of monitoring / intervention by government
- Some estimate that at least 15,000 jobs were lost in the ICT sector

since the beginning of 2001 -job losses continuing
- In the non-services part of the telecommunications sector, 30 to

50% of jobs were lost

Venture capital harder to access, particularly for small
projects



Factors in investment decisions
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Sustainability, risk and ROI
Small facilities are particularly vulnerable in any cut-backs
New facilities have much higher risks than existing
facilities
- New untried staff, extra training, lack of experience with products,

facility delays etc

ROI is longer with new facilities and there are additional
capital costs over existing facilities
Australia needs to focus on segments with quick ROI and
ongoing work
- Applications development for Australian problems but with ability

to globalize
- Core technologies often are short-term with little ongoing work

• North American model form big teams, reward well for the work,
disband when completed
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