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OVERVIEW

Objective

The objective of the Intelligent Island Program, as set out in the Memorandum of Understanding (MOU), is to further develop an internationally competitive IT&T sector in Tasmania.

Vision

The Intelligent Island Program is designed to ensure Tasmania’s full participation in the information economy. By 2010, the Tasmanian IT&T sector will be one of Tasmania’s leading sectors and be well placed on the national and global IT&T map.  It will:

have significantly grown in terms of employment and financial turnover;

· be externally focused and achieve most of its profit from sources outside Tasmania;

· underpin innovation and growth in other sectors both in Tasmania and elsewhere by working in close partnerships with organisations in other sectors;

· produce a wide range of products and services including a number of world-class products exported internationally; and

· include a large number of small dynamic and rapidly growing firms able to work alone and in consortia, a fair proportion of robust and innovative medium firms, and a number of national or international firms which have established significant bases in the state.

Overview of the Strategies

In order to meet the objective of the Intelligent Island Program, seven strategies will be adopted in a consistent and mutually reinforcing way. The seven strategies are:

1. Fostering innovation and entrepreneurship

2. Building the skills base

3. Engaging strategic partners 

4. Increasing IT&T uptake in the economy generally

5. Ensuring quality telecommunications infrastructure

6. Growing partnerships, networks and clusters

7. Marketing the Intelligent Island

Fostering innovation and entrepreneurship is the key strategy of the Intelligent Island Program and is the primary focus of many of the central initiatives in this strategic plan.
Strategy 1: Fostering innovation and entrepreneurship

· An Incubator Program and Enterprise Development Fund will complement existing activities to help the Tasmanian IT Industry succeed in the international environment in an industry that is by its nature innovative.  

· The Incubator Program will assist the creation and initial growth of IT firms while the Enterprise Development Fund will facilitate growth in Tasmanian IT firms. 

· A Centre of Excellence will support the development of commercialisation of innovative products and services.  

· Together, these initiatives will help increase the number of valuable innovative products and services produced by the Tasmanian IT industry.

Strategy 2: Building the skills base

· A vibrant and appropriate IT Skills Base underpins the growth of the Tasmanian IT industry and other industries which rely on it. 

· A Skills Development Fund will support a range of initiatives to increase the IT skills base to help ensure Tasmania has enough people with the right education, training and experience for this rapidly growing industry.  This includes initiatives to increase the retention of Tasmanians with IT skills and the attraction of IT-skilled non-Tasmanians or ex-Tasmanians from elsewhere in Australia or overseas to increase the IT skills base required by industry.

· The Centre of Excellence will help increase the level of research and management skills relevant to the industry.

· Together with existing initiatives, the Skills Development Fund and the Centre of Excellence will increase the number and general skill level of IT practitioners in the state.

Strategy 3: Engaging strategic partners

· To be an active participant in this global industry, Tasmania requires strategic partnerships with major national or international companies, research and development organisations and investors.  

· An Investment Attraction Program will help attract strategic partners who can contribute to local industry development.  

· In addition to increasing skilled employment in the state, this strategy will facilitate links to external markets for the local industry. 

· Marketing of Tasmania as an Intelligent Island  is also important in this context.
Strategy 4: Increasing IT&T uptake in the economy generally

· To fully participate in the information economy, Tasmanians and Tasmanian businesses must have awareness of the possibilities of new information technologies, access to these technologies, and the ability to use them.  

· To complement existing activities, such as Tasmanian Communities On-line and the Tasmanian Electronic Commerce Centre, the Centre of Excellence will facilitate research, higher order skill development and increased awareness of the possibilities enabled by the new technologies. 

· This initiative will act as a catalyst to increase uptake of technology in the community of industry directly, but will also focus existing activities and so facilitate their success.
Strategy 5: Ensuring appropriate telecommunications infrastructure

· International experience suggests that the alignment of the telecommunications infrastructure with the industry development goals of the nations, states or provinces, is a critical element to the development of an internationally competitive IT&T sector.

· A thorough investigation of the alignment of Tasmania’s telecommunications infrastructure with industry development goals will help ensure the Tasmanian IT industry is enabled by a quality and industry responsive telecommunications infrastructure that is essential for its growth. Discussions will also be held with Telstra and other telecommunications carriers to investigate ways of better aligning their provision of services with the objectives of the Intelligent Island Program.

· This study will help focus efforts in improving Tasmania’s telecommunications infrastructure.
Strategy 6: Growing partnerships, networks and clusters

· Networks of people in Government, industry and the wider community and clustered industry developments focusing on niche markets helps generate intellectual activity and benefits for all involved.  

· The Incubation Program and Centre of Excellence will complement other activities to increase the level of constructive interaction between different players and facilitate the growth of the industry.
Strategy 7: Marketing the Intelligent Island

· A marketing program for people both inside and outside Tasmania will help ensure awareness of the strong capabilities of the state as an Intelligent Island, and the abilities of the Tasmanian IT Industry and so increase the “deal flow” for the Intelligent Island associated programs.  As well as helping Tasmanian IT firms’ access to external markets, this initiative will help to retain and attract the IT-skilled people that the Tasmanian IT industry greatly needs.

The following table provides a full list of the strategies and associated initiatives.

Table 1: Strategies and Initiatives relating to the IT&T Sector 

Strategies
Intelligent Island 
Existing Commonwealth and State Activities 


Funded Initiatives
Supporting Measures


1.  Fostering innovation and entrepreneurship
Incubator

Enterprise Development Fund

Centre of Excellence


Access to Commonwealth innovation programs

Government as a leading edge user/innovator (Tasmanian Government Purchasing and Intellectual Property policies)


R&D Start (CW)

Innovation Investment Fund (CW)

AusIndustry activities

Technology Diffusion Program (CW)

Business Tasmania Client Support

COMET Program (CW)

Tasmanian Innovations Program (DSD)

Finance Facilitation Services (DSD)

IT Industry Development Program (DSD)

Tasmanian State Government IT&T Framework (DPAC)

Service Tasmania (DPAC)

TIGERS

Existing Tasmanian Business Incubators

Launceston Broadband Project

First Tasmania Investment Fund

2. Building the skills base
Skills Development Fund

Centre of Excellence


Improving linkages between all levels of education/training and industry, particularly university/industry linkages

Continuous improvement to IT related curricula and teaching

Continuous professional development for all IT practitioners
IT Industry Development Program (DSD)

Connecting Tasmanian Schools

Tasmanian Communities Online

IT Skills Report recommendations

Skills Response Unit

IT Skills Action Plan (Tas)

Commonwealth Training Programs Industry Training Advisory Body

High school curriculum review & Professional Development Programs for teachers (DoE)

IT&T Skills Exchange (IT&T Taskforce)



3. Engaging strategic partners
Investment Attraction

Marketing/leadership

Existing investment attraction activities of DSD

Invest Australia and Austrade

Launceston Broadband Project

4. Increasing IT&T uptake in the economy generally
Centre of Excellence

Skills Development Fund
Improved linkages between TECC, government, university and industry
TECC

Tasmanian Communities Online

Connecting Tasmanian Schools

Service Tasmania/ TIGERS

Technology Diffusion Program (CW)

NetAlert

5. Ensuring quality telecommunications infrastructure
Study and discussions to improve alignment of telecommunications infrastructure with industry development goals
Ongoing review of state government telecommunications infrastructure
Networking Tasmania Project

Tasmanian Community Online

Launceston Broadband Project

Building Additional Rural Networks (BARN)

6. Growing partnerships, networks and clusters
Incubator

Centre of Excellence

Investment attraction
University and industry linkages

IT Industry Website
IT Industry Council

Industrial Supplies Office

Managed Network Program (DoE)

I-cubed networking events (DSD)

7. Marketing the Intelligent Island
Marketing/leadership
IT Industry Website

DSD activities promoting access to external markets by Tasmanian IT firms
Existing promotion activities of DSD

Tasmania Together

Initiatives

The indicative funding levels for the initiatives under Intelligent Island are as follows:

Initiative 1: Incubator

$ 8 million 

Initiative 2: Enterprise development fund
$10 million

Initiative 3: Centre of excellence for research and training
$10 million

Initiative 4: Support for education and training
$  5 million

Initiative 5: Investment attraction
$  6 million

Initiative 6: Telecommunications infrastructure study
$0.5 million

Initiative 7: Marketing
$0.5 million

These initiatives will be of benefit to both emerging companies and to existing companies that want to grow their businesses beyond the Tasmanian market. They will directly support wealth creation and help to build the infrastructure necessary for an innovative and entrepreneurial business culture. 

They will be structured and implemented in such a way as to ensure they build linkages (local, national and overseas) and bring about a high degree of leverage in terms of joint investment by private sector investors.  

These measures are necessary but not in themselves sufficient to achieve the objective of the Intelligent Island Program. A set of supporting measures are needed, which will not make any demands on the $40 million funding for the Intelligent Island Program but will complement the funded initiatives. The supporting measures will cover the following areas:

· Government as leading edge customer/innovator; 

· Improving linkages between all levels of education/training and industry; 

· Continuous improvement of IT related curricula and teaching plus continued IT teacher professional development;

· Ongoing reviews of state government telecommunications purchasing policy;

· University and industry linkages;

· IT Industry website;

· DSD activities promoting access to external markets by Tasmanian firms; and

· accessing relevant Commonwealth innovation programs. 

Implementation of the seven strategies will also be assisted by a range of existing activity by the Tasmanian Government.  These include empowering communities, placing computers in schools, putting Government services online, business support services, encouraging the take–up of e–commerce concepts by business in general and supporting business innovation. 

Intelligent Island – Vision & Perspectives
The developing information economy presents major opportunities to Tasmania. It provides new avenues for commercial activity, the chance to overcome the tyranny of distance and the opportunity for Tasmanians to be involved in new information-related services. The Intelligent Island Program presents Tasmania with the opportunity for a catalytic change in its engagement with the global information economy.

Background information on the Tasmanian economy, the local IT industry and telecommunications infrastructure is at Appendix A. 

A clear vision for Tasmania is needed in order to fully embrace the information economy and maximise the effectiveness of the Intelligent Island Program. 

The vision for the Intelligent Island Program is as follows:

The Intelligent Island Program is designed to ensure Tasmania’s full participation in the information economy.

By 2010, the Tasmanian IT&T sector will be one of Tasmania’s leading sectors and well placed on the national and global IT&T map.  It will

· have significantly grown in terms of employment and financial turnover;

· be externally focused and achieve most of its profit from sources outside Tasmania;

· underpin innovation and growth in other sectors both in Tasmania and elsewhere by working in close partnerships with organisations in other industries;

· produce a wide range of products and services including a number of world-class products exported internationally; and

· include a large number of small dynamic and rapidly growing firms able to work alone and in consortia, a fair proportion of robust and innovative medium firms, and a number of national or international firms which have established significant bases in the state.
This vision is consistent with Tasmania’s Economic and Social Plan, its Industry Development Plan, as well as the community-led vision of Tasmania’s future as formulated through the Tasmania Together project.

To achieve this vision, Tasmanian businesses need to strive for excellence and innovation in the development of products and services and seek growth through external markets.  Tasmania also has to change its approach and attitudes towards innovation, entrepreneurship and growth. This will require the  cooperation of the community, including the Government, the education sector and business.

The vision for Tasmania’s future must be firmly grounded in reality, and recognise that many of the strategies in this Strategic Plan will not produce immediate results. It is unrealistic to expect Tasmania to simply duplicate the IT&T experiences in the rest of Australia. 
The Tasmanian IT industry should not seek to become a microcosm of the Australian industry, but an industry with its own distinctive strengths.  Tasmanian companies could become strong niche players in the national and global markets. Key growth areas for niche development in Tasmania include software development, IT&T service delivery, and content production.

Niches will emerge through innovative and entrepreneurial behaviour. Therefore the encouragement of a culture of innovation and entrepreneurship, supported by an effective infrastructure, is a fundamental element to the development of the industry and a key focus of the Intelligent Island program.

The following strategic perspectives were instrumental in the development of the Intelligent Island Program strategies and initiatives:

· A small number of sustainable measures are necessary to provide a catalyst for change and to move the industry on to a higher level and a stronger growth trajectory; 

· The initiatives should enhance innovative and entrepreneurial behaviour and support the generation of a “deal flow” of ideas and opportunities as a basis for wealth creation and jobs. 

· The initiatives should contribute to the development of an outward looking, internationally competitive IT&T sector based on niche areas of strength.

· The initiatives should ensure that Tasmania is well connected to the national and global IT&T sector.

· The initiatives should be closely connected to each other as well as existing programs and be set within an integrated, cohesive strategy.

In addition to the initiatives funded by the Intelligent Island Program, a number of measures to support these initiatives and link them to existing activity will be required. This will require the attention of Government, industry, the education sector and the community. These are outlined in Appendix B.

There is a number of existing Commonwealth and State initiatives designed to improve Tasmania’s participation in the information economy.  These are outlined at Appendix C. The seven strategies to be pursued in the context of Intelligent Island will complement these existing initiatives. 

Learning from Experience 

Successful regions and countries have been able to develop key strengths in niche areas with the cooperation of government, local business and IT&T companies.  Appendix D contains some national and international experience in developing IT&T sectors.  Based on this experience, there are nine key messages which have influenced the development of this Strategic Plan.  

Message 1: Fostering Growth of Entrepreneurial, Innovative Companies

While some jurisdictions started their industry development strategies by attracting multinational companies, over time the emphasis has shifted to an approach that involves both investment attraction and providing support for the growth of indigenous companies. This has been achieved generally by programs based on supporting innovation and entrepreneurship and seeking to link universities and other centres of research (from which emerges commercialisable intellectual property) developing industry clusters.

While the framework conditions are largely in place in Tasmania as in Australia generally and government programs such as the Innovations Program and the Innovations Advisory Board have been recently established, Tasmania needs to strengthen its culture of innovation and entrepreneurship.  There are too few role models for innovation and entrepreneurship in local industry that are being effectively promoted to the wider community.

In addition, the Tasmanian Government has developed substantial intellectual property in a number of areas of IT (including tele-medicine and land information systems). The next step is for the Government to facilitate the commercialisation of this intellectual property.

Two further factors deserve attention in this context:

· The fostering of strong and dynamic links between the three major players in the economy, namely Government; Education institutions (eg the University of Tasmania); and industry.

· Cluster formation - the encouragement of cluster formation has been an important element of industry development policies for the IT&T sector around the world.   There is currently no evidence of cluster formation in the IT&T industry in Tasmania.  However, as recognised in the Tasmanian Government’s 1999 ITC&AT Industry Audit and the subsequent forming of the IT Industry Council, networking plays a crucial role in building the strength of the industry as a national and international player.  Improved industry networking and collaboration is a crucial precondition for cluster formation.

Message 2: The Focus is on Outward Looking Development

Achieving strong growth in the information industries requires an orientation to external markets and achieving international competitiveness. 
Tasmania is a small IT market, with limited demand for high-end IT products coming from a select number of larger corporations and the Tasmanian Government. A large proportion of Tasmanian IT businesses are focussed solely on serving the Tasmanian market. Such an approach, by itself, cannot achieve growth of the IT industry, as ultimately the Tasmanian market can only be extended marginally beyond its current size. Real growth comes from expanding into the national and global markets. 

There are few ‘born global’ IT businesses in Tasmania that have taken the Tasmania-focused approach. The ‘born global’ businesses focus on developing world-class products and services and finding methods of getting these products and services to the global market. 

Message 3: Skills Development

Intellectual capital is the driving force in the development of the information economy. The presence of a well-trained and educated workforce and an IT empowered community, is an essential requirement for success. The ICT&AT industry audit identified skills shortages as a major area of concern. 

One particular concern is the significant proportion of people receiving IT training who are currently leaving Tasmania for more highly paid jobs elsewhere. There are many anecdotes of Tasmanian expatriates who have expressed a desire to return to the state, but are unable owing to a perceived lack of opportunities in the IT industry locally. This suggests there are potentially a lot of IT-skilled people who could be attracted to return to Tasmania. This phenomenon was experienced recently in Ireland.

There is also the need to attract skilled IT-practitioners in order to increase the skills base required for sustained growth in the industry.  In increase the skill level in the state in a relatively short period, it will be necessary to attract skilled people from elsewhere in Australia or overseas as well as ex-Tasmanians.  Having skills that are currently in great shortage in Tasmania, such people should help enhance the career opportunities for those already in the state. 

Other noted significant areas of concern include the following.

· A lack of people with 3+ years experience, especially in areas involving management for leadership.  It will be these types of people who will primarily drive the growth of the IT Industry.

· Difficulties in finding initial local employment immediately after high school/ VET sector straining/ vendor training or university, despite notable skill shortages in the industry as a whole.

· The low participation rate of women in the IT Industry.  As was noted in the IT Skills Report, nationally women only represent about 20% of the IT jobs workforce.  If that proportion was increased to 30%, the skills shortage could be immediately resolved.  It should be noted the first issue discussed at the IT Industry Council was the lack of women in the industry, and it is a common concern that few women apply for IT specialist jobs.

· A lack of integration between the different levels of IT education and training.

· Curriculum development and teacher professional development at all levels of education and training to support quality education/training in this rapidly changing area.

Ensuring a vibrant and appropriate IT skills base is a complex problem to which there is no “quick fix” solution.  There is a need for flexible support for a wide range of initiatives which can help resolve this crucial issue for industry development.

Message 4: Pro–Active, Targeted Investment Attraction

The important role played in the information economy by multinational companies, both in terms of development of new technologies and access to markets, means that they are being actively pursued by many nations/states/provinces to invest. In this highly competitive environment, successful investment attraction requires a pro–active and targeted approach.

Tasmania has few contacts with major strategic partners with significant external links. These strategic partners might include multi-national companies, major Australian companies with global links, major teaching/research organisations.

Efforts in Tasmania of developing strategic partnerships have thus far proved problematic. This has been a result of a number of factors, including perceived lack of empathy with program objectives, a lack of innovation in service delivery, and a failure to successfully include the local industry in program plans.

Message 5: Highest Level Government Leadership

Strategies for the development of their IT&T industries frequently involve the support and active engagement of government at the highest levels in promoting and delivering the vision of the new economy. This is particularly important in obtaining community support for the strategies.

The Tasmanian Government has already demonstrated considerable leadership in fostering IT&T activity in the state, and this role will need to be sustained.

Message 6: Importance of Excellent Telecommunications Infrastructure
Telecommunications is the essential infrastructure for the information economy. Not only does the telecommunications infrastructure need to be world class, but an alignment of goals of jurisdictions and the main telecommunications providers is necessary.

The development of successful strategic partnerships will be key in the development of the telecommunications infrastructure required to support an ‘intelligence based’ economy.

While the telecommunications infrastructure serving Tasmania appears to be good, the issues of the quality and price of the services delivered and the extent to which the infrastructure is aligned with industry development goals remain to be addressed. There is also a need to investigate any inhibitors which are preventing Tasmanian businesses and the community from taking up such technologies.  

Message 7: Access to Capital

Lack of access to capital can be a significant constraint to the development of the IT&T industry, particularly for small firms.  Tasmanian information industry companies experience greater difficulty in access to capital because they are higher risk, higher cost from the point of view of financial institutions.

While there are capital funds available in Tasmania and the Government provides finance facilitation services for small firms, other means to improve access to both debt and equity financing for IT&T SMEs need further investigation.

Message 8: Comprehensive Approach Based on Medium to Longer Term Horizon

There is no one magic bullet for ensuring that a jurisdiction is successful in developing an internationally competitive and sustainable IT&T industry. A comprehensive, mutually reinforcing set of measures is needed to achieve successful outcomes.  The development strategy must have a medium to long term time horizon: five to ten years is a minimum — the experience in Ireland and Singapore suggests that an even longer time horizon is needed for sustained success.

The Tasmanian Government is adopting this approach through the conduct of its industry audits, formation of industry councils and the development of industry plans.  These efforts need to be maintained and expanded.

Message 9: The IT&T Sector Is Important In Itself But Also As An Enabler For Other Industries

The IT&T sector heavily influences other sectors of the economy. Economic growth is not only influenced by the expansion of the IT&T sector itself, but these technologies are essential enablers for growth of the "new economy". 

Governments are seeking to lead other industries into this process by placing their own services online and using the power of new technologies to improve service provision for the benefit of the community. 

The Tasmanian Electronic Commerce Centre (TECC), and the integration of services for all tiers of government through the Service Tasmania model are examples of initiatives currently being undertaken by Tasmania with respect to these issues.  It will be important to link existing initiatives to any additional measures undertaken in the Intelligent Island context.

Strategies and Initiatives

Achieving the Intelligent Island Program objective and vision requires the development of an integrated and comprehensive set of strategies that address the major needs of the IT&T sector.  These needs include:

· the growing of new and existing businesses and the network of skills, mentors and institutions required to support them;

· the development and exploitation of locally generated intellectual property;

· attracting new businesses into Tasmania; 

· providing linkages to external markets;

· ensuring an excellent telecommunications infrastructure; and

· an adequate supply of skilled people.

The strategies will involve the combined efforts of the Tasmanian Government, the Tasmanian IT Council, companies, industry associations and education, training and research institutions and may draw upon relevant Commonwealth programs. 

The strategies outlined below are drawn from the messages identified in the previous section.  The key strategy for the Intelligent Island Program is fostering innovation and entrepreneurship.

Figure 4.1
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Strategy 1. Fostering Innovation and Entrepreneurship

· Fostering innovation and entrepreneurship is the key strategy of the Intelligent Island Program and is the primary focus of many of the initiatives in this strategic plan. 

· An Incubator Program and Enterprise Development Fund will complement existing activities to help the Tasmanian IT Industry succeed in the international environment in an industry that is by its nature innovative.  

· The Incubator Program will assist the creation and initial growth of IT firms while the Enterprise Development Fund will facilitate growth in existing Tasmanian IT firms. A Centre of Excellence will support the development of commercialisation of innovative products and services.  

· Together, these initiatives will help increase the number of valuable innovative products and services produced by the Tasmanian IT industry.
Entrepreneurship and innovation go hand-in-hand. Innovation is the process that incorporates knowledge into economic activity.  An entrepreneurial culture is required to drive innovation.

In addition to the generation of ideas, there is a need for a means with which to turn these new ideas into economic activity. There are Government programs which recognise and nourish innovative ideas. However, these programs are only a first step.

Firstly, greater collaboration between the education sector, Government and industry is a prerequisite for successful innovation. Greater dialogue and an aligning of research attention and activity can yield mutual benefits. 

Secondly, intellectual property that is already being developed must be handled more effectively and flexibly. Currently, both the Government and University have restrictive policies with respect to the control and commercialisation of IP. 

Thirdly, the increase in dialogue and collaboration must be ultimately expanded to include the entire community. Tasmanians across all industries and in the community should be made aware of the value that innovation can play in achieving economic growth.
A culture of innovation and entrepreneurship across all sectors of the community is a prerequisite that will enable Tasmania to fully participate in the information economy. This will be aided by the following initiatives.

Initiative: Incubator

The key initiative to foster innovation and entrepreneurship is the development of an incubator program to support the growth of start up companies in Tasmania's information industries. Formal incubation is not appropriate or necessary for all IT&T start-up firms, but the establishment of a best practice incubator in Tasmania will address what is currently a significant gap in the set of development options available for IT&T firms in Tasmania.

Best practice principles can be derived from successful incubator experience.  The incubator to be established under Intelligent Island will be modelled on the approach adopted for the mainland BITS incubator program. Linkages with other incubators within the BITS program and with related programs around Australia and elsewhere in the Asia-Pacific region is desirable.

Key outcomes of an incubator program will be an increase in the number, growth rate, value and survival rate of start-up companies. The incubator will provide for the development of entrepreneurial skills and entrepreneurial culture needed to progress the Tasmanian information economy. 

Networking with investors and financial institutions will also be critical to success. The incubator will provide seed funding but other start-up stage investment will need to be sought from private investors, and some companies will seek venture capital for second and third round funding and development/mezzanine finance from established sources of such funds. In addition, companies will need to be able to access loan funds from banks (see Initiative below).

Based on international ‘best practice’ experience, an incubator oriented to the objective of the Intelligent Island Program will require government funding in the order of $8 million 10 million to ensure early success. 

Initiative: Enterprise Development Fund

The Enterprise Development Fund (EDF) is another initiative aimed at fostering an innovative and entrepreneurial culture. Although start-up and angel investment is a significant issue (and will be in part addressed by the incubator) access to all forms of capital is a critical constraint on the development of entrepreneurial Tasmanian IT&T companies. Tasmanian firms tend to experience greater difficulty in accessing capital because financial institutions view them as higher risk and higher cost - higher risk because of the narrow base of entrepreneurial and business development skill in the Tasmanian economy and higher cost because of the small scale of their operations. 

It is not intended that the EDF be another venture capital fund operating in Tasmania. It is proposed as a flexible fund with debt and equity components.  In the case of the debt component, the program design could be based on programs such as the Capital Access Program operating in Michigan. In relation to equity financing, an approach based on the rationale of the Commonwealth Innovation Investment Fund (IIF) program will be adopted.  In both cases, the programs would be tailored to the specific needs of the II Program and the Tasmanian economy. 

The purpose of such an initiative would be to increase IT&T SMEs access to capital by changing the risk reward profile for investments .

Based on international experience, $10 million has been indicatively allocated to both components of this initiative over four years.  The structure and operational requirements of this initiative will be developed in the Implementation Plan.

Initiative: Centre of Excellence

The establishment of a Centre of Excellence will directly contribute not only to fostering innovation and entrepreneurship (Strategy 1) but also to building Tasmania’s IT skills base (Strategy 2), increasing the uptake of IT&T in the economy generally (Strategy 4,) and growing partnerships, networking and clustering (Strategy 6) by having several core functions:

· To perform commercially-oriented research that can be developed and marketed nationally or internationally by new or existing Tasmanian IT firms; 

· To conduct applied research associated with improving the uptake of IT&T in the community and industry; 

· To facilitate the growth of specific partnerships, networks and clusters in association with others; and

· To contribute to the training and education of high order IT&T skills, particularly research and management skills. 

The structure and outputs of the model are described below.

Figure 2
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In terms of commercially-oriented research, the Centre would focus on projects, generally involving at least one industry partner, with the following objectives:

· Providing a source of intellectual property (IP) — a ‘deal flow’ — to underpin new business creation including for the new incubator and existing businesses in the IT and other industries; 

· Providing a resource for existing business to enter new markets and build up a sustainable portfolio of products and services increasing their growth potential;

· Working with local industry and strategic partners in developing world-class IP (in areas such as filtering technologies); and

· Undertaking the development of IP on behalf of the government and then seek to develop avenues for its commercialisation.

In terms of training and education, the Centre would provide a commercially connected environment in which postgraduate and postdoctoral students could undertake further studies and research.  A successful outcome would be for some of these students to move into existing businesses in the Tasmanian IT&T sector or create new enterprises through the commercialisation of IP developed through the Centre. 
Identification of the focus of the centre is not possible in the context of this strategic plan.  However, it is anticipated that the Centre will be mission driven and responsive to the changing demand of industry (for example, taking account of the need for internet security). 

The Centre should have a close relationship with the IT&T incubator and the Enterprise Development Fund.  It is also desirable that it build strong links to other related centres of research and training in the rest of Australia and globally. This includes existing initiatives such as the Launceston Broadband Project. Ideally, the Centre would be established from the beginning as a partnership between Tasmanian and national or international institutions.

It is estimated that the Centre of Excellence will require $10 million in funding from the Intelligent Island Program over its first five years. Funding from other government and private sources should be obtained and a business plan outlining the Centre’s long-term financial sustainability be approved by the Intelligent Island Board, before the establishment of the Centre proceeds.

Strategy 2. Building the Skills Base

· A vibrant and appropriate IT Skills Base underpins the growth of the Tasmanian IT industry and other industries which rely on it. 

· The Skills Development Fund will support a range of initiatives to increase the IT skills base to help ensure Tasmania has enough people with the right education, training and experience for this rapidly growing industry. This includes initiatives to increase the retention of Tasmanians with IT skills and the attraction of IT-skilled non-Tasmanians or ex-Tasmanians from elsewhere in Australia or overseas to increase the IT skills base required by industry.

· A Centre of Excellence (see strategy 1) will help increase the level of research and management skills relevant to the industry.

· Together with existing initiatives, the Skills Development Fund and the Centre of Excellence will increase the number and skill level of IT practitioners in the state.
The ICT&AT audit identified skills development as a critical strategy for Tasmania’s engagement in the information economy. The subsequent draft IT Skills Report, made a number of recommendations, a recurring theme of which was the need for closer relationships between Government, industry and all levels of the education sector. This includes greater involvement by industry in the courses that are developed and in providing industry exposure to students.

Initiatives focusing on skills development must recognise that:

· skills development is one of the most critical issues underpinning the current and future growth of the industry, and the success of many of the other Intelligent Island initiatives;

· skills development is a complex issue to which there is no one single solution;

· All education/training sectors are responding to the increasing needs of this industry through increasing the number of places in IT-related education, curriculum development and teacher professional development opportunities, though these are limited by resource constraints and a need to balance multiple requirements.

· There are the significant initiatives and considerable expertise in all education/training sectors;

· There is a need to coordinate efforts across education/training sectors (university, VET, school, college and vendor) to avoid duplication of effort;

· coordination between the different sectors is crucial for the development of an integrated education/training infrastructure to ensure the continuum of skills required by industry.

The responsibility for building the skills base does not rest with the education and training sector alone. Skills that are lacking include business development and project management skills. While some of this can be taught, there are benefits to be gained through industry self-improvement through the development of clusters (see Strategy 6 below). 

Initiative : Skills Development Fund

There are a number of targeted education and training initiatives underway that have been funded through various State and Commonwealth programs. The II Program will not duplicate these programs.

Funding for education and training through the Intelligent Island Program will be targeted at discrete areas which build on existing programs to ensure Tasmania has a vibrant and appropriate skills base which provides a catalyst for industry development. 

The focus for Intelligent Island Program funding  will include areas consistent with the recommendations made in the IT Skills Forum Report not covered by current funding.  This includes: 

· Research about the specific skill requirements of industry to assist all sectors of education and training to respond to industry needs;

· The attraction and retention of skilled people to the state, both ex-Tasmanians and migrants;

· Enhancing access to IT education and training at all levels of education;

· Enhancing access to initial employment in Tasmania;

· Encouraging further linkages between all levels of education/training and between education/training providers and industry;

· The development of high quality IT related research and management skills.

An indicative figure of $5 million has been allocated to support such initiatives.  The precise nature of the projects to be funded and the mechanisms for overseeing the Skills Development Fund will be developed in the Implementation Plan

The Centre of Excellence outlined above also supports this Strategy, particularly in relation to the development of high quality IT related research and management skills.

Strategy 3.  Engaging Strategic Partners

· To be an active participant in this global industry, Tasmania requires strategic partnerships with major national or international companies, research and development organisations and investors.  

· An investment attraction program will help attract strategic partners who can contribute to local industry development.  

· In addition to increasing skilled employment in the state, this strategy will facilitate links to external markets for the local industry. 

· Marketing of Tasmania as an Intelligent Island (strategy 7) is also important in this context.
The IT Industry is a global one, with many of its significant activities occurring in large multinationals. The market for the industry, and the information economy as whole, is also global, and the Tasmanian IT industry must be externally focused. Tasmania will require strategic partnerships with major national or international companies, research and development organisations and investors.

The twin purpose of this strategy is to work with a global partner to expose Tasmania to the leading edge in technology development, and at the same time to expose the world to the products and services available in Tasmania.

Strategic partners offer opportunities including:

· employment;

· the inflow of resources, including physical and knowledge capital;

· improvements in the technological capabilities of local companies and individuals as a result of greater exposure to worlds-best practice;

· the ability to place local companies within a strategic partner’s supply chain;

· the ability to have local products and services promoted globally through a strategic player’s global networks; and

· the ability to help place Tasmania on the global IT&T ‘map’.

A key factor in developing constructive strategic partnerships with major entities is to ensure that the potential partner is closely aligned with the vision of Tasmania’s future. The focus should therefore be on:

· innovative companies that are at the leading edge of technological advancements;

· permeable companies that offer multiple entry points to local industry into their value chain;

· collaborative companies that are willing to engage the education sectors in R&D and skills development;

· cooperative companies that can contribute toward the broader goals of the Tasmanian community. 

Initiative: Investment Attraction

The purpose of investment attraction under the Intelligent Island Program is to attract strategic partners who can contribute to industry development by helping to build the infrastructure for the local IT&T industry through such elements as:

· links to external markets;

· partnerships in R&D/innovation (including links to overseas R&D centres);

· direct employment of Tasmanian workers;

· contributions to the local skills base through on the job training and bringing into the jurisdiction new highly skilled people; and

· a readiness to invest in new businesses.

In building on the sense of partnership, rather than providing direct incentives to attract inward investment, the Tasmanian Government will where possible stand ready to be a joint investor in projects and building capability that will spill over to the rest of the economy.

Investment attraction needs to be pro-active. It is necessary to identify companies or particular sets of activities that complement the local industry and present them with a compelling case for investment in Tasmania. 

Furthermore, investment attraction will not be pursued at any cost. Attracting a company that will add little value to the economy and could even potentially cannibalise local businesses is not desirable. The Tasmanian Government’s focus will be on inviting companies that have the ability and willingness to align its objectives in Tasmania with the goals of both the Industry Development Plan and the Intelligent Island Program. 

In line with national and international experience, $6 million of the Intelligent Island Program funds will be set aside for this initiative.  This initiative will be further developed in the context of the Implementation Plan.

The desired outcome is to attract a small number of firms that complement Tasmania’s size and industry development needs and are prepared to engage in a true partnership with the Tasmanian community that would provide tangible benefits to the Tasmanian economy and existing IT&T industry. 

Marketing and leadership initiatives will also be important in this context.

Strategy 4.  Increasing IT&T Uptake

· To fully participate in the information economy, Tasmanians and Tasmanian businesses must have awareness of the possibilities of new information technologies, access to these technologies, and the ability to use them.  

· To complement existing activities, such as Tasmanian Communities On-line and the Tasmanian Electronic Commerce Centre, the Centre of Excellence will facilitate research, higher order skill development and increased awareness of the possibilities enabled by the new technologies.
· This initiative will both help increase uptake of technology in the community of industry directly, but will also facilitate the success of existing activities and help co-ordinate them. 
Tasmania will not be a fully-fledged participant of the information economy without a high degree of uptake of IT&T activity. Increasing uptake of IT&T activity fundamentally requires three things — awareness, access and ability.

Raising awareness is a more fundamental process than can be achieved through just education or community promotion, although these programs are themselves crucial to the process. Not only must Tasmanians be aware of the technology itself, but they should be able to appreciate the opportunities enabled by new technologies and the implications of these technologies on the processes and organisational structures in which they are used.  Empowering parents and others in responsible positions is important in this regard.

Awareness must be backed up with adequate access for all sectors of the community to information technologies and the Internet. Current programs to increase access in the community and in schools are most effective in this regard.

As well as awareness and access, Tasmanians must know how to effectively use the technology to take advantage of it.  This includes not only technical training, but the ability to effectively integrate new technologies into processes and organisational structures.

In addition to individual awareness, companies should be further encouraged to look to information technology, and in particular e-commerce, solutions to improve their business, as has been successfully advocated by the TECC. The IT Industry Council’s draft Industry Development Plan also identifies the uptake of technology in business and the community and the role of the IT industry in supporting growth in other sectors as important issues affecting the growth of the IT industry in Tasmania.

The proposed Skills Development Fund outlined above will also support this strategy.

Strategy 5. Ensuring Appropriate Telecommunications Infrastructure

· International experience suggests that the alignment of the telecommunications infrastructure with the industry development goals of the nations, states or provinces, is a critical element to the development of an internationally competitive IT&T sector.

· A thorough investigation of the alignment of Tasmania’s telecommunications infrastructure with industry development goals will help ensure the Tasmanian IT industry is enabled by a quality and industry responsive telecommunications infrastructure that is essential for its growth. Discussions will also be held with Telstra and other telecommunications carriers to investigate ways of better aligning their provision of services with the objectives of the Intelligent Island Program.
· This study will help focus efforts in improving Tasmania’s telecommunications infrastructure.
In moving forward with the Intelligent Island Program a key issue will be the provision of a telecommunications infrastructure which provides high quality services at reasonable cost, is accessible across the state, and can support a broad range of voice, data and multimedia applications and services.

While the telecommunications infrastructure across the state is up to date and fully capable of being expanded in terms of bandwidth and services there remain a number of key issues that are still to be addressed:

· Where and what are the demand drivers that will create the ‘need’ for the states infrastructure to be develop and leveraged to its full extent?

· What specific problems do participants of the Tasmanian IT Industry perceive with the current telecommunications infrastructure and what do they think will be required in the future?

· What are the appropriate technologies and services required to support the business applications and services that will be utilised by enterprises, the Government, education and health as they become key players in the intelligent island economy?

· Who will be the best providers of infrastructure and services to support the development of Tasmania as an intelligent island?

Discussions will also be held with major telecommunications providers to investigate ways that their provision of services aligns with the objectives of the Intelligent Island Program and supports growth in the Tasmanian IT Industry.

Initiative:  Study into Alignment of Telecommunications Infrastructure with Industry Development Goals

An in-depth study will be conducted into the alignment of the telecommunications infrastructure with industry development goals. $500,000 has been set aside for this purpose.

6. Growing Partnerships, Networks and Clusters

· Networks of people in Government, industry and the wider community and clustered industry developments focusing on niche markets helps generate intellectual activity and benefits for all involved.  

· The Incubation Program and Centre of Excellence will complement other activities to increase the level of constructive interaction between different players and facilitate the growth of the industry.
A true sense of partnership and collaboration from all sectors of the community is needed. Government, industry, education and the wider community must combine their strengths to commit to the common vision of Tasmania’s full participation in the information economy. 

Government, industry and the education sector should show a greater preparedness to embark on joint initiatives and develop a consensual and mutually reinforcing approach to laying the fundamentals for growth in the information economy. To achieve this strategy, human networks will be important — note the IT Skills Report reference to ‘develop quality relationships’. 

An additional source of collaboration between Tasmanian businesses is in the development of clusters. The beneficial effect of clusters in industry development has been well documented. Consequently the encouragement of cluster formation has been a cornerstone of government industry policies across almost all industries around the world. 

The important element is not purely physical proximity. A critical mass of dialogue and interplay needs to be generated between industry members around the State so as to create the knowledge spillovers which are key elements of successful clusters. 

The  efforts of the IT Industry Council to facilitate and expand this dialogue  is an important contributor to this strategy.

The incubator and Centre of Excellence initiatives outlined above also supports this strategy.

7. Marketing the Intelligent Island

· A marketing program for people both inside and outside Tasmania will help ensure awareness of the strong capabilities of the state as an Intelligent Island, and the abilities of the Tasmanian IT Industry. As well as helping Tasmanian IT firms’ access to external markets, this initiative will help to retain and attract the IT-skilled people that the Tasmanian IT industry needs.

The final strategy required to achieve the vision of Tasmania’s full participation in the global information economy revolves around improving internal and external perceptions of Tasmania and its capabilities. 

Tasmanians will be aware of the vision and strategies for Tasmania’s participation in the information economy as well as the objectives of the Intelligent Island Program. Key messages, such as the importance of innovation and entrepreneurship, will be delivered simply, consistently and frequently. Success stories of innovation and the development of external markets will be championed and widely promoted. Furthermore, a sense of community partnership around the program will be fostered. The Intelligent Island Program will not be seen as just another government program in isolation.

Tasmania’s capabilities will be marketed externally. Players in the national and global markets will be made aware of Tasmania’s strengths as a place to invest, establish facilities, or create some other form of partnership. They should also be made aware of the world class products and services that are being generated by the local industry. Any stigma towards ‘brand Tasmania’ in the national market should be overcome through a coordinated effort to promote the innovation and excellence of Tasmanian businesses.

High level advocacy is required to demonstrate that the Intelligent Island Program and its supporting vision receives an appropriately high priority. This is particularly the case when dealing with upper management of large national and multinational companies, where the Government’s commitment must be demonstrated before decisions to invest in or partner a region can be made.

Initiative: Marketing/Leadership

As discussed above, leadership and marketing of the Intelligent Island Program is required to change both internal and external perceptions of Tasmania, its strengths and its capabilities.

$500,000 of Intelligent Island Funds will be used this purpose, with details to be developed in the Implementation Plan.

Appendix A

Program Evaluation

The Intelligent Island Program will develop further the Tasmanian IT&T sector so that it can become internationally competitive and sustainable and make a substantial contribution to the growth of the Tasmanian economy.  
There are two elements of Program evaluation, as is shown by Figure 1:

· Program effectiveness: does the program produce the outcomes that are being sought?

· Program efficiency: does the program produce the outcomes being sought in the most efficient manner (this has to do with the efficiency with which inputs produce outputs)

Figure 1

Program Effectiveness and Efficiency
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The first step for program evaluation will be to establish some initial benchmarking statistics in areas of relevance to this program including:

· The current size of the industry in terms of the number of firms, and their annual turnover;

· The number of people employed in the industry, and the number of IT practitioners in the state generally and their skills;

· The product and service mix of the industry currently;

· The current markets of the industry (local, national, international); and

· The skills required by industry now and in the foreseeable future.

Such statistics will not only be useful for later program evaluation, but will inform the Intelligent Island Program as it progresses.

A particular difficulty in evaluating the II program relates to the establishment of causation — what causes particular results to be observed. This is an especially difficult matter when a complex issue is involved which is subject to the operation of a number of variables, only some of which are under the direct control of the program.

The second difficulty in evaluating such a program is to determine the appropriate time period over which it is reasonable to expect outcomes to be produced. International and other experience which have  development policies for their IT&T sectors suggest that there are considerable time lags. 

While not directly concerned with program evaluation, effective program management and a high level of continuing stakeholder consultation is required to ensure that programs are having the intended effect and that any negative side effects are minimised.  

Evaluating the Intelligent Island Program

At its broadest level, the Intelligent Island Program will be evaluated in terms of its effectiveness by the contribution it makes to the development of an internationally competitive IT&T sector.

The characteristics demonstrated by internationally competitive IT&T sectors and which could apply to the Tasmanian IT&T sector include:

· a sector where existing companies readily access and succeed in national and global markets;

· a culture of innovation and entrepreneurship leads to new company creation and jobs growth in the IT&T sector. 

· relevant IT and related business skills are prevalent throughout the economy as the IT&T sector as a whole continues to grow;

· a number of strong and dynamic linkages. These linkages would exist within industry clusters, between the major actors in the economy including government and education, and with national and global networks of IT&T activity through the operations of strategic partners and research centres of excellence.

Specific II program performance indicators will include:

· The extent to which existing IT&T companies are growing. 

· This can be measured by observing growth in domestic and external revenue and employment in these companies. 

· The success in creating an culture and environment conducive to new IT business growth.

·  This can be measured by the number of new companies and IT jobs created.

· The overall growth in the IT&T industry.

·  This can be measured over time in absolute terms and also as a share of GDP. 

· The IT skills base of the Tasmanian economy

· This can be measured by the amount of skilled people at various IT skills levels, such as basic skills, VET, and university level.

· The number of appropriate strategic partners and the resulting benefits for the State’s economy, particularly the local IT&T industry. 

· These benefits may include access to markets, increased skills base and competencies of local industry, and improved linkages with the Australian and global IT&T industry.

· The strength of the links between the education sector and the IT&T industry

·  For example, by the number of industry research programs or joint development initiatives being conducted, plus the level of industry involvement in courses (including industry placements).

Evaluating Funded Initiatives

This section, outlines evaluation measures for the individual initiatives upon which $40 million will be spent over a five year period. These evaluation measures are primarily focused on assessment conducted once the program has been fully implemented and the outcome is expected to have been at least partially realised. For each of these initiatives, it is expected that additional assessments during the implementation phase will be required to ensure that the programs are structured most appropriately to meet their objectives.

Incubator

The objective of the incubator is to foster the creation of new and innovative IT&T businesses to create wealth and jobs in Tasmania and to increase their chances of surviving once they have left the incubator. Key performance indicators with which to measure this initiative include:

· Number of start-up businesses successfully incubated

· Start-up business survival rate

· Wealth creation and jobs

· External Revenue

Enterprise Development Fund

The objective of the Enterprise Development Fund is to increase access to capital by Tasmania's start-up and SME population of information industry companies. Key performance indicators with which to measure this initiative include:

· Total investment facilitated through the EDF. 

· Supporting business growth, including impact on:

· Revenue, both total and revenue generated outside of Tasmania; and

· Direct and indirect jobs growth.

Centre of Excellence

The objective of the Centre is to crystallise a critical mass of commercialisable R&D and IT&T-sector related high order skills that can be in turn used to further develop niche areas of strength in the Tasmanian IT&T industry. Integral to the achievements of this objective is establishing a close relationship to industry and a willingness by industry to become joint investors in research projects. The Centre should also seek to build linkages to related centres in the rest of Australia and overseas.

Key performance indicators with which to measure this initiative include:

· The number and quality  of research projects being conducted

· The value of commercialisable intellectual property being generated 

· The level of participation by industry (eg. the number of industry links or partnerships, attendance at forums and workshops).

· Linkages established to related centres in Australia and worldwide.

Education and Training

The objective of the Intelligent Island Program’s education and training initiative is to enhance Tasmania’s IT skills base by building on existing and other related initiatives. It is difficult to isolate Intelligent Island initiatives from other skills related initiatives at this level of detail.  Specific areas supported under the skills development fund should include performance indicators.  At the broader level, it is more appropriate to measure such performance indicators for skills development as a whole such as: 

· An increase in the number of IT practitioners employed in Tasmania;

· Increased interaction and involvement between all levels of education/training and industry;

· Increased numbers of IT graduates and teachers at all levels of education/training, from high school to post-graduate university;

· A decline in the proportion of IT graduates leaving the state to find employment.

Investment Attraction

The objective of investment attraction under the Intelligent Island Program is to attract strategic partners that complement Tasmania’s size and IT&T industry development needs and is closely aligned with the vision of Tasmania’s future.

Key program evaluation measures should include:

· Attracting a suitable number of strategic partners with a national and/or global presence.

· Improvements in the local skills base as a result of collaboration with strategic partners.

· Number and quality of R&D projects conducted with strategic partners.

· Improvement in external market access 

· the increase in local firms external revenues attributable to strategic partner’s involvement; and 

· the number of inter-company links developed as a result of strategic partner involvement.

Alignment of Telecommunications Infrastructure with Industry Development Goals

The objective of this initiative is to conduct a comprehensive study to generate options to improve the alignment of the telecommunications infrastructure with the industry development goals of Tasmania.

The key performance indicator for the study is the quality of investigation into creative and practical options for alignment of the telecommunications infrastructure with Tasmania’s industry development goals.

Marketing/Leadership

The objective of the marketing/leadership initiative is to improve both internal and external perceptions of Tasmania, its strengths and its capabilities.

Key performance indicators include:

· The level of community involvement, including the extent to which there is an understanding of the Program’s objective, strategies and initiatives.

· An improvement in community understanding: 

· of the importance of fostering innovation and entrepreneurship in Tasmania, including a greater familiarity with success stories/role models of innovation and entrepreneurship in Tasmania. 

· that the market for Tasmania’s goods and services is the national and global markets.

· The extent to which Tasmania is considered a place for investment and a source of world-class products and services.

Appendix A

Tasmania Today

Tasmania’s Economy

Tasmania’s economy is small: a land area of 68,049 square kilometres, or 0.9 percent of the area of Australia; a population of 470,000, or 2.5 percent of the national figure; and a gross state product of under $10 billion, or 2.1 percent of Australian GDP.
 Tasmania key economic strengths include agriculture, aquaculture, forestry, tourism and manufacturing (dominated by the Incat operations).
Until the early to mid-1980s, Tasmania was considered to be performing as well as other states. Economic indicators were comparable, particularly in terms of employment growth and rates of unemployment.

The divergence in Tasmania’s economic performance relative to other States has widened significantly in the period since 1991-92. For example the Information Technology, Communications and Advanced Technology (ICT&AT) Audit states:

· Economic growth has been just one-sixth that of the rest of Australia over the past six years. Growth in 1999-2000 is forecast to be 2.4 percent, compared to around 4 percent growth nationally.
 

· Growth in business investment is significantly below the national rate.

· Tasmanian employment growth has been just two per cent while national growth has been 11 per cent. The unemployment rate has been chronically high and is now three percentage points above the national average—the highest of all the States.

Tasmania’s economic position is the result of a number of structural economic problems that emerged over the last two decades.

· First, a sustained program of building energy infrastructure wound down in the 1980s and ceased in the early 1990s.

· Secondly, many resource-based commodity industries are cutting costs to maintain world competitiveness.

· Thirdly, a significant number of corporations centralised their operations in other States from the mid-1980s.

· Finally, job shedding has contracted the local economy, making conditions more difficult for those businesses servicing the Tasmanian market.

· This picture is similar to that in other regions (for example US southern states) where the regional economy is not adjusting to the demands of the 'new economy'.

Tasmania’s IT Industry 

The recent ITC&AT audit provides a useful starting point for analysing the Tasmanian IT industry. The audit covered the following sectors:

· multimedia and other digital media, including web design, video production, film services, sound production;

· electronic commerce, including e–commerce design;

· information technology, including hardware and software, network design;

· software development and design;

· communications, including telecommunications providers, call centres and Internet services providers.

The audit did not estimate the turnover of the Tasmanian IT industry. However, the data presented suggests turnover is small, both absolutely and relative to total GSP. Discussions with the industry, Government officials and the University of Tasmania were unable to provide any further insights into the turnover size of the IT industry. The most recent data available suggests that turnover of Tasmanian information industry specialist firms was $487 million in 1995-96, only 1 percent of the national market.

Of the 290 businesses the audit found to be operating in the Tasmanian IT industry, most are relatively small. About 60 per cent have a turnover of less than $500,000. A 1996 study found that there were 20 software companies employing 135 people with a turnover of $20 million. A 1998 study found there were 40 multimedia companies plus a number of single/two person operations. Call centres are being operated by Ansett, Qantas, Telstra and Vodafone. Telstra has about 2 per cent of its 55,000 employees in Tasmania.

As is the case elsewhere in Australia, rapid growth is expected in the next few years. A particularly fast growing group is firms with 20–50 employees. There is only a relatively small number of national and international IT firms operating in Tasmania. The industry is currently in its infancy. 

A feature of the Tasmanian IT industry is its largely domestic focus. While the industry audit stated, “It is generally agreed that Tasmanian companies need to be focussed nationally and internationally, in addition to servicing the Tasmanian market, to grow their business.”
, only a relatively small proportion of Tasmanian IT companies conduct business elsewhere in Australia. Fewer still operate in the global market. The rest of the industry is generally focussed at serving the requirements of Tasmania’s core industries (ie, forestry, hydro-electricity, aquaculture) and the needs of the Tasmanian Government.

Telecommunications Infrastructure

Investigations into Tasmania’s telecommunications infrastructure has revealed that overall the existing infrastructure is up-to-date and capable of meeting both existing and currently foreseen future voice and data requirements.

Telstra is the only telecommunications supplier providing coverage for both voice and data services across the state.  Telstra’s current approach to the provision of telecommunications infrastructure and services across that state can be summarised as follows: 

· Two major switching hubs or platforms are currently in place, one in Hobart and the other in Launceston, supporting a full range of telecommunications services across the state, including Internet services;

· Exchanges outside the two major centres of population are inter-linked with the major switching hubs/platforms, using fibre links;

· Within the two major population centres’ fibre loops are available to support broadband communications, including access to direct connect Internet services, supporting connections of up to 34MBS;

· Fibre is progressively replacing copper for the ‘last mile’ - in line with Telstra’s national policy; and;

· Three links are maintained between the ‘islands’, ie, Tasmania and the Australian mainland, one undersea cable link and 2 microwave radio links.

As part of the Networking the Nation initiative a number of telecommunications infrastructure projects have been funded across that state to provide a range of telecommunications infrastructure and services aimed at delivering social and economic benefits across rural, regional and remote areas of Tasmania. As part of the initiative key funded projects to date have seen the provision of:
· Public Internet access from over 100 sites; 

· Digitisation and online delivery of education materials for kindergarten to year 12 students in government and non-government schools; 

· Telehealth facilities, expanding services for over 50 communities; 

· Acceleration of the adoption of electronic commerce by business; 

· Training, awareness and support services; and; 

· Electronic delivery of State Government services.
Against this backdrop  whilst Tasmania has a relatively small and dispersed population, it appears to have a reasonably good infrastructure, one that on the surface appears capable of supporting its existing and currently foreseen future telecommunications requirements. The recently completed National Bandwidth Inquiry has in our opinion backed this view when comparing available trunk bandwidth between states.
 Tasmania  fares reasonably well when compared with the other states, its four major business centre’s; Hobart, Launceston, Burnie and Devonport are linked and form part of Telstra’s national fibre optic network.

Appendix B

Supporting Measures

Government, industry and the education sector need to work together to ensure that the supporting measures described below contribute to the development of the Tasmanian IT&T industry.

Government as a leading edge user/innovator

As one of the largest IT users in Tasmania, the Government can play an important role in the development of the IT&T sector. 

An initiative to support the fostering of an innovative culture is for Government to review and assess the way in which innovation is developed and managed within Government with a view to creating an environment in which intellectual property developed within the Government system can be most effectively commercialised.  Consideration could be given to a range of flexible approaches, involving:

· Partnerships with local IT&T firms with a view to allowing these firms to roll-out the technology beyond the initial project. 

· Outsourcing or licensing the development of intellectual property to the Centre of Excellence.

 Access to Commonwealth innovation programs
The Commonwealth  Government has a number of programs in place which support key elements of the innovation process and are highly relevant to the strategy of fostering innovation and entrepreneurship in the IT&T sector.

Examples of such programs are the Commonwealth R&D Start program, the Commercialising Emerging Technologies Program (COMET) program . It is important that small Tasmanian firms are able to effectively access these programs.

University and Industry Linkages
Increased collaboration between the University and the IT&T industry is a key initiative that supports both the strategy of building the skills base as well as the strategy of growing partnerships, networks and clusters (Strategy 6).

The creation of a Centre of Excellence external, but linked, to the University of Tasmania will complement rather than substitute the University’s responsibilities with respect to IT education and research. The University will still have a crucial role in formulating undergraduate [## Add:] and graduate courses through the Schools of Computing and Information Systems as well as conducting its own research.

In preparing IT students for the expectations and demands of industry upon graduation, there is a greater role for closer linkages to be forged between the industry and the University. While industry placement during the student’s course of study is encouraged, it is not necessarily recognised and/or promoted through the curriculum itself. This is an approach often used in engineering schools to great effect. The University of Tasmania will further investigate the potential for industry involvement in IT&T studies. 

As it currently stands, there is only limited partnership between industry firms and the University with respect to industry research. Greater synergy between the IT&T industry’s research needs and the University’s research resources will be explored. In doing so, consideration will be given to the way university-generated intellectual property is treated with regards to commercial exploitation. 

Appendix C

Existing Commonwealth and State Activities 

There are already a number of existing programs run by the Commonwealth and Tasmanian governments to promote IT take-up, R&D and innovation. Some of the key programs are outlined in the sections below.

R&D Start

The R&D Start program, available to Australian companies, is a merit-based program designed to assist Australian industry to undertake research and development (R&D) and commercialisation through a range of grants and loans.

While projects must involve R&D, they can also include related product development and market research activities. Projects should have clearly identified commercial potential and applicants need to be able to demonstrate that they are able to fund their share of project costs. Grants of up to $15 million are available and typically range between $50,000 and $5 million.

In addition, R&D Start provides concessional loans to companies which employ fewer than 100 persons and which are involved in the early commercialisation of technological innovations. Projects must be completed within three years and the loan repaid in the following three years. Loans are for 50 percent of project costs.

Innovation Investment Fund (IIF)

Innovation Investment Fund (IIF) Program was announced by the Prime Minister in the Small Business Statement in March 1997. The Fund aims to provide access to venture capital to encourage small, new-technology companies to improve the commercialisation outcomes of Australia's strong research and development capabilities. 

The objectives of the program are:

· by addressing capital and management constraints, to encourage the development of small, new-technology companies which are commercialising research and development; 

· to develop a self-sustaining, early-stage, technology-based venture capital industry; 

· to develop fund managers with experience in the early-stage venture capital industry; and 

· to establish in the medium term a "revolving" or self-funding program.

The Commonwealth has completed the appointment of fund managers under the first round, with the second round to be implemented in 2000.

The first round of the IIF has provided $130 million in Commonwealth funding matched on a maximum 2:1 basis with private capital, which has been used to establish 5 Funds of around $40 million each. The Government has announced a second round of funding of approximately $91 million for the establishment of additional IIF funds. 

Innovations Program

The Tasmanian Innovations Program, run by the Department of State Development (DSD), assists in the creation of a culture of innovation within the State, with a view to expanding the State’s industry base, focusing particularly on helping.assists firms commercialisein the commercialisation of innovative products and services. This program is targeted at small and medium sized firms that have demonstrable opportunities to launch new products and services onto the market. 

The Innovations Program has an annual budget of $1 million and offers financial assistance for small and medium-sized firms to commercialise innovative new products, services and processes. Grant funding provides assistance to businesses that are seeking long-term growth and have strong potential to generate employment, net exports and the diffusion of new technology. Funding is available to assist with commercialisation costs, or to provide mentoring where necessary.

The program makes $500,000 of funds available every year for grants. Non repayable grants of up to $150,000 are made available to help pay for direct costs incurred in the development process. Grants are paid on a two for one basis (ie, two government dollars for every privately funded dollar). The assessment of applications is undertaken by the Tasmanian Innovations Advisory Board.

The Tasmanian Innovations Program has recently undergone significant expansion through the incorporation of new elements to promote innovative developments and generate a culture of innovation across Tasmania, including:

· Facilitation of networking between innovators, investors and others to pursue the commercialisation of innovation

· The promotion of innovation and entrepreneurship in education at all levels 

· Development of Science and Technology Policy.

The expanded Tasmanian Innovations Program, including the existing grant funding component, will further encourage the development of a culture of innovation in Tasmania

The program makes $500,000 of funds available every year for grants. Non repayable grants of up to $150,000 are made available to help pay for direct costs incurred in the development process. Grants are paid on a two for one basis (ie, two government dollars for every privately funded dollar). The assessment of applications is undertaken by the Tasmanian Innovations Advisory Board.

Technology Diffusion Program

The Commonwealth Government’s Technology Diffusion Program provides financial assistance to industry and the research community to improve industry competitiveness through better access to, and uptake of, new and leading edge technologies.  More information can be found via www.ausindustry.gov.au/tdp.

Business Tasmania Client Support

Business Tasmania delivers a range of services Tasmanian businesses to grow and develop.  Such services include Business Information Services, Enterprise Improvement Programs, Export Assistance Programs, Small Business Programs and Services, Women in Business Program and access to Commonwealth programs, as well as the Tasmanian Innovation and IT Industry Development Program.

Services are delivered by client managers working directly with businesses in each regional area.  Priority is given to businesses that are forward looking, capable of long-term growth and whose development is likely to generate long term growth in the Tasmanian Community.

COMET

The Commercialising Emerging Technologies (COMET) programfocuses on innovation and its commecialisation by providing individuals, early stage firms and spin-off companies with a tailored package of support.  COMET provides help for:

· raising capital from business angels or venture capital funds;

· borrowing money;

· licensing; and

· joint ventures or strategic alliances.

Finance Facilitation

A specialised Tasmanian Department of State Development unit focuses exclusively on sourcing finance for local business.  In 1999-2000 41 applicants received some $15 million finance and $25 million worth of investment.

IT Industry Development Program

The IT Industry Development Program, run by DSD, was established to increase the level of technical skill and business management capability of the Tasmanian IT industry. 

The level of business management capability and technical skill was identified in the ITC&AT industry audit as a significant barrier to growth of IT firms in Tasmania. The IT Industry Development Program is designed to assist firms in a number of ways including:

· addressing business management issues inhibiting future growth;

· assisting firms to reach and maintain technical skill accreditation; and

· promotion of the capabilities of the IT industry in Tasmania.

Assistance under the scheme is eligible to Tasmanian firms which significantly participate in the Tasmanian IT industry through either the development of manufacture of IT equipment, software development, or the provision of advice regarding the design, development and installation of IT systems. The program makes $500,000 of funds available every year for grants.

Tasmanian State Government ICT Policy Framework

The Information and Communications Technologies Policy Framework provides a coordinating overview of IT related issues from the Tasmanian Government’s perspective.  It outlines state government initiatives and directions in relation to the following five areas.

· Industry growth

· Skills Development

· Government as Lead user

· Access and Equity

· Telecommunications enhancement

Service Tasmania

Service Tasmania provides access to a growing range of Government services by telephone, over the Internet and through a network of shops.  It also offers public access computers which augment those provided by the State Libraries, schools and Tasmanian Communities Online.  The Service Tasmania Project began in 1997 and concluded in June 2000.

Trials of Innovative Government Electronic Regional Services (TIGERS)

TIGERS is a three year project funded through the second tranche sale of Telstra that aims to develop innovative means of Government service delivery via the Internet, through call centres and over the counter facilities. It includes integrated services for all three tiers of government through the Service Tasmania model. Service Tasmania will be used to trial and prototype various improvements in Commonwealth service delivery with a view to national rollout.

Existing Tasmanian Incubators

Tasmania currently has three incubator models operating within the State but currently no virtual incubator models.  The most high-profile is the Tasmanian Technopark in Hobart. There are currently 19 companies at the Tasmanian Technopark who are exporting advanced technologies and products to over 46 countries. Businesses operating in Technopark have internationally recognised expertise in radio communications, remote sensing, electronics and the export marketing of software, as well as lighting and electricity surge production.   The Launceston Business Incubator Inc was established in late 1998 and offers office accommodation for 12-16 tenants.  Mentoring is provided for businesses along with professional support and networking opportunities.  The Portside Small Business Incubator in Burnie was opened in December 1999.  It aims to accommodate up to 25 small businesses and provide administrative and professional support services.

Launceston Broadband Project (LBP)

The Launceston Broadband Project (LBP) is a partnership between Telstra and the Federal Government to establish a new focus of multimedia, high-technology business activity in regional Australia.

Key objectives of the project are:

· to provide advanced access to a broadband network linking up to 5,000 homes and businesses;

· to establish a “Multimedia Development Laboratory”; and

· to stimulate and encourage service providers to deliver innovative, new, high-tech business applications and content using the Launceston Business Development Fund.

First Tasmania Investments Ltd (FTIL)

First Tasmania Investments Limited (FTIL) was established in 1998 as a source of venture and development capital for small to medium Tasmanian businesses with assets of less than $50 million.BCR The fund is managed by Asset Management Pty Ltd.

NetAlert

In 1999 Parliament passed legislation concerning illegal and offensive material on the Internet. The legislation has resulted in a number of government and industry initiatives:

· from 1 January 2000, community members have been able to make complaints to the ABA about online material they think may be illegal; 

· the Internet Industry Association (IIA) has introduced codes of practice for the treatment of online content; and 

· a community advisory body called NetAlert has been set up to engage in education and awareness-raising activities. 

IT&T Skills Exchange

The IT&T Skills Task Force is establishing the IT&T Skills Exchange to help address the shortage of IT&T skilled staff in Australia. A business plan is being developed, a company established and industry contributions being sought. The Exchange will largely operate using online technology.  There is strong industry support for the initiative that will have national coverage.

Invest Australia and Austrade

Invest Australia, located in the Department of Industry, Science and Resources, is the Australian Government's national investment agency which promotes Australia as an investment location, facilitates major projects, and provides a wide range of services to companies seeking to establish or invest in operations in Australia. 

From its 14 offices around the world, Invest Australia works closely with all Australian States and Territories and, overseas, through Australian embassies and through the international network of the Australian Trade Commission, to increase productive and sustainable investment in Australia.

Connecting Tasmanian Schools

 This major project includes two key components:

· Grants to schools for computers and other elements of IT infrastructure 

The Government’s 1998-99 and 1999-00 budgets allocated funding to provide Government schools with medium speed telecommunications services, and with computers and peripherals such as printers.

· Pilot of managed networks for schools 

The Government has commenced a pilot program to establish managed networks for schools. The managed network service will involve a suitably experienced local IT firm providing a school with the following services:

· development and technical management of the school’s local network; 

· provision of appropriate levels of professional technical support; 

· establishing services in line with departmental technical standards; and 

· acting as systems integrator by managing other IT vendors for schools. 

These programs are being extended and augmented with initiatives funded from the Commonwealth Government Telstra Social Bonus funding.

Tasmanian Communities Online

Tasmanian Communities Online funds and supports community managed public access centres.  Each centre has at least three multimedia computers, a printer and a scanner.  More information is available from www.tased.edu.au/tco/central.

IT Skills Development Activities

Major Tasmanian Government initiatives in relation to the Development of IT Skills Development include:

· Facilitation of an IT Skills Forum in December 1999 to focus discussion on this crucial issue for the industry by 120 representatives from all education/training sectors, the IT industry, and other industries, all levels of Government and the community.

· Development of a report in consultation with relevant parties focusing on areas and issues raised through the Forum;

· The establishment of a Skills Response Unit, focusing on addressing the skill requirements of all industry sectors in a timely manner;

· The initiation of IT Skills Action Planning, to help coordinate IT skill related activities across the state government and pursue the recommendations made in the IT Skills Forum and follow on report;

· Ongoing IT-related curriculum development and teacher professional development within the Department of Education.

Industry Training Advisory Body

The Industry Training Advisory Body has a legislated role to provide industry with a structure through which it can examine current and future training needs and take action to ensure that those needs are met. 

Through industry consultation: 

· ITABs provide advice to Commonwealth and State/Territory Governments on training matters relevant to their industry, and 

· ITABs facilitate the availability of high quality vocational education and training to industry throughout Australia. 

· Our organisations primary focus is to encourage vocational training to correspond with the needs of practitioners. The board achieves this through research and extensive industry consultation. 

Existing Investment Attraction Activities

The Tasmanian Department of State Development’s Investment, Trade and Development section focuses on attracting investment to the state.  The section provides assistance to businesses looking at establishing a base in the state.  To date it has successfully focused on attracting Call Centres and Service Centres to the state.  

Tasmanian Electronic Commerce Centre (TECC)

In response to the increasing challenges of information technology advances and the online economy, the Tasmanian Government and the University of Tasmania established the non-profit TECC to be the focal point for projects and initiatives to improve electronic commerce practices within the business community. The TECC is supported by the Commonwealth Government through the Networking the Nation program. 

The aim of the TECC is to assist Tasmanian businesses progress from having little or no understanding of electronic commerce and its benefits, to incorporating it into their business practices and strategies for the future. The TECC’s roles and objectives are to:

· Accelerate profitable e-commerce participation by delivering products and services that assist and encourage Tasmanian businesses to be part of the online economy;

· Advance ongoing technological and business-centred e-commerce improvement within the Tasmanian business community; and

· Develop online competitive strengths by initiating and supporting projects that increase the collective e-commerce opportunities of the Tasmanian business community.

Telecommunications Management Division

The Telecommunications Management Division focuses on whole-of-Tasmanian-government management of voice and data networks.  This includes management of the outsources Networking Tasmania contract and Tasinet, the Tasmanian Government’s digital telephone system.

BARN

This program aims to develop ongoing, self-sustaining and significant improvement in service, quality and price of regional telecommunications services in the more isolated regions through aggregated demand. It will be administered through Networking the Nation, and will promote innovative solutions for service delivery, enhance competition and provide scope for new commercial entrants.

Industrial Supplies Office

The Tasmanian Industrial Supplies Office:

· works with Tasmanian companies to develop networks to achieve economies of scale and scope;

· enhance the exposure of Tasmanian businesses to their client base by providing advise on the capabilities of local firms; and

· provides advise to ensure government purchasing policy assists local businesses to be more competitive when tendering for government contracts.

IT Industry Council

Following the Information Technology, Communications and Advanced Technology Industry Audit the State Government decided to establish an IT Industry Council that will continue to engage the Tasmanian information technology and telecommunications (IT&T) industry in industry planning and action plan development. The IT Industry Board was launched in late October 1999 and has met several times since then. 

Ongoing promotional activities

The Department of State Development has produced a range of promotional material for specific industry sectors and the state as a whole.

Tasmania Together

Tasmania Together is a 20 year social, environmental and economic plan for Tasmania. It is being created by community representatives and will outline the sort of State wanted in 20 years and how it will be achieved. The process of consulting with the people of Tasmania to create Tasmania Together is driven by the Community Leaders Group (CLG): a 24 member group of Tasmanians representing a broad cross section of the community. The group is in charge of a process commencing in February/March 2000 where the whole community is consulted about the sort of State it wants in the year 2020.

Appendix D

The Global Challenge

IT&T Industry Trends

Globally the information industries are experiencing rapid growth as more and more firms implement technologies to enable productivity improvement and transformation of traditional business models, products and services.  Currently the information industries market accounts for more than 6 percent of aggregate global GDP, and since 1992 the industry has grown more than 27 percent faster than GDP.
  

For almost three decades the United States has held a leading position in the global ICT market, but since the early 1990's the gap between the US and the rest of the world has shown a rapid increasing divergence. Compared with the US, the dynamics of the European ICT market have persistently failed to keep pace and this has led to a progressive widening of the gap between the two regions.
 The ICT market stands at nearly 8 percent of GDP in North America, a little over five percent in Europe, over eight percent in Australia. However an important structural difference between the Australian and North American markets is the very large component of telecommunications costs in the Australian figures. Australia spends nearly fifty percent more (as a percentage of GDP) on telecommunications services than does the USA and the Australian telecommunications growth rate is nearly double that of the US, indicating the significant cost disadvantages faced by Australian telecommunications users.

Overall, growth in the ICT market has been most marked in the categories of packaged solutions, services and content, whereas the trend in the computer hardware market continued its long-term decline and other ICT equipment (mainly communications) grew at an average rate. Australian compound annual growth rates for the period 1990-1998 were 9.5 percent for ICT equipment, 9.8 percent for communications services, 12.8 percent for IT professional services and 23.4 percent for software and content.
  

Figure 5 charts the ‘waves’ of growth in the different areas of the IT&T sector.

Figure 5

Growth ‘Waves’ in IT&T
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A 1997 study of the competitiveness of Australia's information industries has concluded that:

· Despite its high domestic uptake of information and communications services (Australians are by nature vociferous and smart users of new services) Australia is as a bystander to international trade in this sector with a trivial 0.3 percent of global market share.

· Australia's share of this global trade compares very unfavourably with smaller Asian economies such as Singapore (6.9 percent) and Malaysia (5.5 percent) which have targeted this sector as a priority for investment and policy attention.

· The Australian sector is dominated by multinationals whose strategies are oriented to domestic market exploitation. Australia's small business base is large, but is generally sub-scale and has an overall domestic focus.

· Debates about strategies for the Australian information industries sector tend not to adequately acknowledge nor respond to global industry trends shaping the emerging information economy.

The Information Economy

In the last 15 years, a “New Economy” has emerged in the industrialised nations and the global economic system. Among its defining characteristics are a fundamentally altered industrial and occupational order, unprecedented levels of entrepreneurial dynamism and competition, and a dramatic trend toward globalisation — all of which have been spurred to one degree or another by revolutionary advances in information technologies (IT).
 

As these developments have swept through national economies, they have also been restructuring and reshaping the sub-national regional economies. 

The 'old economy' was built on a manufacturing base that was geared toward standardised production and run by stable, hierarchical organisations that were preoccupied with incremental cost reductions and focused primarily on a national market. 

As the foundations of the old economy broke down between the mid-1970s and the early 1990s, national and regional economies experienced a series of shocks. As industries restructured, regional recessions occurred based in large part on sectoral crises — some urban and rural areas were particularly hard hit with higher rates of unemployment and outward migration. These crises marked a turbulent period of transition from an old economic order to a new one.

A new Information Economy is clearly emerging: it is a knowledge and idea-based economy where the keys to wealth and job creation are the extent to which ideas, innovation, and technology are embedded in all sectors of the economy. When we talk about the new economy, we're talking about a world in which people work with their brains instead of their hands. A world in which communications technology creates global competition — not just for running shoes and laptop computers, but also for bank loans and other services that can't be packed into a crate and shipped. A world in which innovation is more important than mass production. A world in which investment buys new concepts or the means to create them, rather than new machines. A world in which rapid change is a constant. A world at least as different from what came before it as the industrial age was from its agricultural predecessor.

Today’s rapid advances in science and technology mean that OECD economies are increasingly based on knowledge. At the same time, countries are increasingly integrated into the world economy, through international flows of goods and services, investment, people and ideas. This has given rise to new forms of competition and cooperation among firms and countries and encourages the diffusion of new ideas and technologies.

These mutually reinforcing changes have profound implications for today’s economies. The ability to create, distribute and exploit knowledge and information seems ever more important and is often regarded as the single most important factor underlying economic growth and improvements in the quality of life. The competitiveness of firms depends crucially on how well they make use of their own intangible assets, such as skills and creativity, and gain access to new ones by cooperating with other firms and with universities. How well countries respond to these challenges depends on how well business, government and the labour force work together to exploit these key assets. It also depends on how well firms and governments recognise this common challenge and respond effectively, forcefully and coherently.

The New Economy is as much about new organisational models as it is about new technologies. One of the most striking structural changes in the New Economy is the degree to which dynamism, constant innovation, and speed have become the norm. In this market environment, a new generation of fast-growing firms has become the key to economic growth. Nearly three quarters of all net new jobs in the United States are being created by 350,000 “gazelle” firms (firms that have increased annual sales revenue by 20 percent for four straight years).

With entrepreneurial growth, however, comes risk. Almost a third of all US jobs are in flux every year (meaning they have either recently been added, or will soon be eliminated from the economy). 

For sub-national regions, the factors that drive growth today are very different than they were 25 years ago. In the old economy, the preconditions for economic success were things like low costs; abundant, basically skilled labour; and good transportation and other physical infrastructures. In the New Economy, the economic success of regions will increasingly be determined by how effectively they can spur technological innovation, entrepreneurship, education, specialised skills, and the growth of clusters of related firms that form a learning network.

Responding to the Information Economy

While history often shapes the hand a state is dealt, public policy determines how that hand is played.

R D Atkinson, R H Court, J M Ward, The State New Economy Index: Benchmarking Economic Transformation in the States, Progressive Policy Institute, 1999.

Governments of nation states and regions (both states and provinces) have traditionally played an active role in industry development. The objective of such policies is to expand economic activity within a particular jurisdiction, thereby increasing investment, R&D and jobs. A range of policies have been implemented which cover such instruments as investment attraction, tax advantages, training benefits and assistance with location and physical infrastructure.

With the rising importance of the IT&T industry, there has been a corresponding increase in the interest by governments in the development of this part of the economy. A number of governments have placed the creation of a favourable policy environment for the IT&T industry at the centre of their industry development strategies. One element of such a policy environment is action by governments to attract investments by the world’s leading IT&T companies. Large incentives have been paid to attract investments in highly capital intensive semi-conductor plants. But incentives have also been paid to attract much smaller investments in software centres and service centres of one kind or another. 

A further element of such a policy environment is creating the necessary conditions to encourage the emergence and growth of indigenous companies. Notable in this respect has been support for innovation, the creation of a taxation environment favourable to venture capital and, in some cases, support technology–based incubators. 

In order to provide a perspective for the Intelligent Island draft strategic plan, we have looked at the industry development strategies being followed by a number of nations, a couple of states/provinces within nation states and three Australian states. Our purpose has been to provide a range of experience which is suggestive of the nature of best practice policy making in this area.  

The three nations we have looked at are Ireland, Singapore and Israel. They have been chosen because of their size (they all have relatively small populations) and the success achieved by their IT&T industry development strategies. The two state/provincial governments we have examined are Maine, USA, and New Brunswick, Canada — both these entities have relatively small populations and share certain characteristics with Tasmania; their governments have also followed active IT&T development policies. The Australian states included in our study are Queensland, Victoria and South Australia. 

Ireland

The Irish economy in the 1960s was suffering from low growth, high unemployment and a major loss of educated young people to emigration. Successive Irish governments came to the conclusion that there was a need for the country to develop a highly active industry policy as a way of raising the rate of economic growth, providing jobs and reducing the need for young people to leave Ireland in search of well paying jobs. 

The IDA was given the primary role in developing and implementing an industry development strategy which in the first instance was very heavily focussed on attracting foreign direct investment to Ireland. Because of Ireland’s membership in the European Union (EU), a strong case could be made that Ireland provided an attractive base for international companies to address EU markets. 

The IDA was resourced to enable it to carry out its role of highly targeted investment attraction which was focussed primarily on the IT&T and pharmaceutical industries and banking and finance. While a considerable investment was made in generic promotion of Ireland, the main activities of the IDA were driven by targeted promotion to selected prospective international companies. 

The Irish Government, in support of the investment attraction efforts of the IDA, provided a range of generous incentives. The most outstanding example being the 10 per cent company tax rate which is guaranteed to 2010.  The room for Ireland to operate such a concession company tax rate was provided by the EU on the basis that Ireland could be considered to be a disadvantaged region within the EU. Ireland also received generous direct subsidy payments from the EU which they were able to invest in improving their infrastructure and education and training system.

Recognising that being a low cost producer would only take them so far, the Irish Government from an early stage took the view that there was a need to harness the education and training system, especially in the universities, to the needs of economic development. Great emphasis was placed on courses relating to engineering and science and, more recently, computer sciences.

Initially the IDA was successful in getting a range of international companies in IT&T and pharmaceuticals to establish manufacturing plants in Ireland. One of their notable successes was to get Intel to establish a chip plant in Ireland. 

Reflecting the changing nature of the information industries, the focus for the IDA gradually shifted away from manufacturing industry towards software development and services. In the last decade or so Ireland has become a major base for software production. On some measures it is now the world’s leading software producer. 

As the economy has grown, largely through the investment activities of the multinational companies, there has been a corresponding requirement to improve the development prospects of indigenous companies and another agency, Forbair, has been charged with supporting the development of indigenous companies — IDA retains its focus on attracting international companies. The measures being provided to support indigenous companies include the application of the 10 per cent company tax rate to local companies which are exporters and support for venture capital. 

The Irish Government now sees the future very much in terms of building up innovation and entrepreneurship in Ireland and has outlined a major policy package to support R&D from 2000–2006.

The Irish industry policy, of which IT&T industry development has been a major element, has been successful in achieving a higher growth trajectory, rapid growth in employment and a substantial reduction in the unemployment rate. There is much less need now for young people to leave Ireland in search of highly paying jobs, although it is interesting that the Irish Government has introduced a scheme to encourage expatriates to return. Those that do so to set up businesses receive a grant.

Singapore

The Singapore economy has always had the considerable advantage associated with its location in South East Asia and the role the island state plays as an entrepot. Nevertheless, the view was taken by the Singaporean Government after independence that there was a need for a strategic industry development approach which would enable Singapore to build a basis for increasing incomes and full employment. 

The main focus of the industry development strategy, at least in the earlier period, was to make Singapore as attractive as possible to international companies as a location for investments designed to address global markets as well as markets in South East Asia. With low border protection and a very small domestic market, industry development to be successful had to be based on an export orientation. 

The key agency established to implement the strategy was the Economic Development Board (EDB) who quickly built up a highly professional group of officers who were able to build an impressive business intelligence network and, through a series of offshore offices, directly tap into targeted international companies. The EDB has a well deserved reputation as being one of the world’s leading investment attraction agencies.

The Singapore Government put in place a range of mainly tax–based incentives to attract foreign direct investment. These incentives had the effect of reducing the already low Singapore company tax rate to about 10–15 per cent. 

The activities of the EDB were initially focussed on attracting investment by IT&T and pharmaceutical manufacturing companies. Their success is reflected in the fact that electronics represent over 50 per cent of Singapore’s exports. 

 More recently, Singapore’s investment attraction efforts have focussed on software and services of one kind or another, reflecting the Government’s ambitions for the economy to take on a high value added manufacturing and services complexion. 

The Singapore IT 2000 Plan set out a vision for Singapore as the wired island with a world leading edge telecommunications system providing a platform for the development of content and services which could be exported to the world market. The education and training system has the objective of ensuring that the Singaporean population is IT literate. 

In the last few years, Singapore, as well as attracting international companies to invest, has also sought to build up the rate of creation of indigenous IT&T companies with some success. Singapore’s economy is one of the most successful in Asia and withstood very well the effects of the Asian crisis. Its efforts at developing the IT&T industry have paid off in terms of economic growth and jobs. However the Economic Development Board has recently re-focussed its efforts on an initiative to become a truly knowledge-based economy:

“To develop Singapore into a knowledge-based economy, we must continue to invest in our people, strengthen our capabilities and develop knowledge-driven industries. Hence the EDB has decided to launch Industry 21, our economic blueprint for the 21st century. The focus is on knowledge-intensive activities in both the manufacturing and exportable services sectors as Singapore evolves into a knowledge-based economy.”

Head, Economic Development Board

Israel

In many ways the key instrument of industry development followed by Israel since the 1960s has been the activities of the Chief Scientist in providing financial support for industrial research and development. 

A complementary, and important, industry development instrument was the Israel–US Bi–National Industrial R&D (BIRD) Foundation established in 1977. The BIRD scheme provided strong links between the Israel and US economies. 

Given the small scale of the Israel economy, the focus for R&D based companies has tended to be on global and, in particular, US markets. 

Possibly because of the strong local R&D capability and the rather special location of the State of Israel, there has been a lesser emphasis on investment attraction than was the case in Ireland and Singapore. Nevertheless, there have been some outstanding examples of investment attraction in the IT&T industries, the most notable being the decision by Intel to establish a chip making facility in Israel. The Israel Government provided large incentive payments to make the Intel investment possible. 

The situation with the IT&T industries in Israel has changed significantly in the 1990s and especially since the collapse of the USSR and the emigration to Israel of about 700,000 former Soviet citizens, many of whom hold advanced science and engineering degrees and who had previously worked in leading edge research facilities in the USSR.

The Israeli Government has put in place a range of measures designed to enable the immigrants to build businesses from the intellectual capital they were carrying. A national network of technology incubators have been put in place in which start–up companies can get access to business services and seed capital. In parallel, there has been a rapid development of the venture capital market in Israel with significant participation coming from the US venture capital providers. Strong links have been developed between Israeli IT&T companies and companies in Silicon Valley. A number of start–up companies in the IT&T field have now reached the stage where they can be listed on the NASDAQ. The Israeli incubator model has been influential among Australian policy makers and underlies the incubator element of the BITS program. 

US State — Maine

Maine is one of the New England states and has a population of about 1.2 million people. It has a long coastline and large areas of state and national parks. One of its points of attraction is its lifestyle. 

Maine has not been at the centre of the developments in the IT&T industry which have been focussed around the states of Massachusetts and California. Feeling that it was being bypassed by the developments in these industries, the State over the last decade or so has followed an active policy to attract information economy activities into its jurisdiction.

A Department of Economic and Community Development was created in 1987 to provide Cabinet level attention to the issues of economic and community development in Maine. A series of programs have been introduced to promote business growth and to bring technology and a strong infrastructure to the State.

Maine has placed a heavy emphasis on ensuring that the State has an advanced telecommunications network. Due primarily to Bell Atlantic, Maine has developed one of the most advanced telecommunications infrastructures in the US. It was the first state with a state-wide ATM fibre optic based network — with eight ATM switch locations located throughout the State. This advanced network makes fibre optic technology available to all communities in Maine. One hundred per cent of Maine’s telecommunications network is switched using digital technology.

Incentive regulation was passed in 1995 giving local telephone companies in Maine the flexibility to offer customer specific contracts — as well as Bell Atlantic, Maine has 23 independent local phone companies.

Maine has competed actively to attract business to the State. It has successfully attracted a number of global and national call centres and communication networks. The State has been helped in this respect by both its telecommunications network and the fact that wage rates are below those in Boston and other metropolitan centres; the state is also a safe haven in which call centres and their clients can avoid collecting and remitting sales tax. Maine has also attracted the back office functions of major institutions. National Semiconductor has in recent times invested in a $650 million state–of–the–art 8 inch wafer fabrication plant; the firm has since began an additional investment of $250 million to expand capacity.  

The State has also been active in providing assistance by way of training programs. The Governor’s Training Initiative offers employers partial reimbursement for new employees or upgrading existing workforce skills.

Maine has successfully put itself on the screen from the point of view of businesses involved in the information economy in the US and looks to have the potential to further improve its position. According to a recent study by the Washington based Progressive Policy Institute, which presents a listing of the US states in terms of their State New Economy Index:

“Some of the states with rankings in the middle of the pack in this report (such as Kansas, Maine and Rhode Island) could see improvements over the next decade as recently enacted forward–looking policies begin to bear fruit.”

Canadian Province — New Brunswick

New Brunswick is located in the east of Canada and has a population of about three-quarters of a million people. Saint John is the province’s largest city with a population of just over 70,000. 

In the early 1990s the provincial government decided that the province was in danger of becoming something of an economic backwater and decided to pursue a strategy based on building up participation in the information economy. New Brunswick’s Information Highway Secretariat was first established in January 1994; the Secretariat is now a division of the Department of Economic Development, Tourism and Culture. 

The establishment of the information highway secretariat positioned New Brunswick as a leader in the IT industry. It was designed to ensure that New Brunswick is a model user of IT as well as fully utilising the capabilities of the advance telecommunications infrastructure provided by NB Tel, the local telephone company, to ensure the electronic delivery of services. 

For the past six years, the province of New Brunswick has been actively attracting Fortune 500 companies to locate centres in the province. A partnership between NB Tel and the province of New Brunswick led to the attraction of a number of call centres servicing international and national markets. 

New Brunswick is now positioning itself as the ideal location for smart business. 

The Knowledge and IT industry is expected to contribute C$1 billion to the economy in 2003. The industry is currently doubling in size every four years. 

New Brunswick focus is on the following areas of the knowledge and IT industry:

1.
Virtual Development Centres

2.
Advanced Training Technologies/Multimedia

3.
E–Business, TeleHealth, Geomatics 

4.
Community Access/Distance Education

5.
Systems Integration and Developments

Queensland

The Queensland Government took the view in the early 1990s that the IT industry had the potential to make a strong contribution to economic growth in the State. A key driver was the need to generate local jobs for computer science and engineering graduates. 

The Queensland IT Industry Strategic Plan was developed in 1991. A key outcome was the establishment of the Information Industries Board.

The IT Industry Strategic Plan was updated in 1995 to cover the period 1996–2000. A consultation process is currently underway to update the strategic plan. 

The Information Industries Branch, a division of the Queensland Department of Communication and Information, Local Government, Planning and Sport is responsible for implementing the industry strategic plan.  

Queensland has pursued an action program to promote its IT industry which includes the following elements:

· Attracting new IT businesses to Queensland.

· Nurturing the growth of indigenous IT&T companies through market development, such as participation in CeBIT, and the provision of business services.

· Supporting the development of e-commence. 

· Assisting the emergence of an innovation culture. 

· Developing industry and community capacity to increase access to IT&T business. 

The current Queensland Government has been particularly active in attracting information economy companies to the State. Related activities being pursued by the Queensland Government included: 

· Innovation – Queensland’s Future, which is focussed on generating an entrepreneurial culture, supporting R&D and the commercialisation of the results of research; there is also support for venture capital and business angels. 

· Smart State branding. 

Victoria

Early in the life of the previous Victorian Government it was decided to establish a Minister for Multimedia — Victoria was the first state in Australia to take this initiative. The approach was associated with the Victoria 21 Policy which was a set of initiatives designed to build a networked and knowledge–based economy. 

The Victoria 21 Policy incorporated seven key strategies ranging from investment attraction, through putting government services online, to supporting the take–up of e–commerce and assisting the development of content providers. A Victoria 21 Multimedia Development Fund was established in 1995-6 to provide $13 million to assist the development of multimedia products.  

The new State Government, as one of its first actions, announced its strategy for information and communications technologies entitled Connecting Victoria in November 1999.

The Connecting Victoria strategy has six main elements:

1. 
Building a learning society.

2. 
 Growing the industries of the future. 

3. 
Boosting e–commerce.

4. 
Connecting communications.

5. 
Improving infrastructure and access. 

6. 
Promoting a new politics. 

An Information and Communications Technologies Taskforce and a new Information Industries Advisory Group are being established. 

The Victorian Government has announced a Regional Call Centres Attraction Program to market Victoria as a location for call centres and back office functions. 

South Australia

In the early 1990s the South Australian Government identified the IT&T sector as having the potential to make a strong contribution to economic growth and jobs growth in the State. 

The IT 2000 Policy was announced with the aim of developing the State’s IT industry through State Government outsourcing of IT&T to cut costs to Government and to attract multinational companies. The whole-of-government outsourcing contract was won by EDS who as part of their industry development obligations decided to locate their Asia Pacific resource centre in Adelaide. This offered the prospect of bringing over 1,000 jobs into the State. 

The South Australian Government has also been active in attracting investment in the IT&T industry into the State by more traditional means. 

In 1994, the South Australian Government provided considerable incentives for Motorola to locate their Software Centre Australia in Adelaide, creating up to 400 positions by 2000. Incentives were also provided to attract a number of call centres and back office functions to the State. South Australia currently has 150 call centres employing about 7,000 people. 

South Australia also seeks to provide support for the growth of indigenous IT&T companies. 

Most recently, the State has launched a program to reverse the brain drain of highly educated talent to better paying jobs in the IT&T industry being offered in the eastern states. The South Australian Government appears to intend to offer incentives to bring back expatriates.

Appendix E

Financial and Operation Overview of the Intelligent Island (II) Program

Financial Overview

The Tasmanian Government has established the Intelligent Island Trust Fund to which the Commonwealth will transfer a Grant of no more than $40 million.  The grant is to be spent over five years from the 1999-2000 financial year to the 2003-2004 financial year, in accordance with the Memorandum of Understanding (MOU).  Under the MOU, and to ensure the highest possible industry involvement in the program, $20 million will be transferred to the Trust Fund upon acceptance of the Strategic Plan in 1999-2000.  Further funds will be transferred from the Commonwealth to the Intelligent Island Trust Fund in accordance with the Business Plan.

The Business Plan will be the primary planning instrument for the Intelligent Island Program and will comprise the Strategic Plan and an Implementation Plan.  The Implementation Plan, to be submitted by the Board to the Commonwealth and Tasmanian Governments by 31 July 2000, will detail financial arrangements under which the Program will operate.  This includes:

· project drawdown arrangements;

· the accountability framework including milestones and performance indicators; and

· descriptions of the projects to be funded.

$40 million will be provided for projects identified in the Strategic Plan and implemented under the II Program.  Interest accrued from these funds will be used to cover administrative costs associated with the Program.

Operational Overview

Currently, the operational aspects of the II Program are conducted by DSD in consultation with DCITA.  The Commonwealth and Tasmanian Governments will continue to work together in implementing the II Program until the secretariat has been established.

A secretariat will be established as a sub-unit of the Innovation, Science and Technology Unit (IST) of DSD.  An Executive Officer (EO) and at least one other staff member will be appointed, with the EO to report to the Board directly.  In terms of day-to-day operations, the EO will report to the Manager, IST.  Further refinement of the structure of the secretariat and the precise means by which individual II projects will be developed and implemented will occur in the context of the development of the Implementation Plan.

Recruitment of an EO with a strong commercial background, capable of effectively implementing the II initiatives, will begin as soon as possible.  The terms of the contract will be for an initial two-year period and, depending on performance, the contract could be renewed.
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