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Introduction and overarching comments

Victoria is at the centre of the Australian information and communication technology (ICT) industry and is globally competitive in a number of areas, including electronic games, telecommunications, software, web applications, skills and research and development. 

At the end of 2008, Victoria’s ICT sector was generating annual revenues of $25 billion and employing more than 84,000 people, representing steady industry growth in the last three years. The proportion of ICT firms regularly exporting has also steadily increased, with an estimated 38 per cent of firms now regularly selling to foreign markets compared with 25 per cent in 2006.
 As such, Victoria is well-placed to be an active participant in and contributor to the global digital economy.

Please find below some comments and case studies that may be of use to the Department of Broadband, Communications and the Digital Economy in its Digital Economy Future Directions Paper. These comments have been provided by Multimedia Victoria, within the Department of Innovation, Industry and Regional Development, and Consumer Affairs Victoria.

Our representative looks forward to discussing the Future Directions Paper at the inaugural Digital Economy Group meeting on 5 March 2009. We hope that at this meeting the following will be clarified: the endorsement process for the Paper, what purpose the final document will serve and whether submissions will be published on the internet.

Victoria’s overarching comments on the Paper include the need to feature industry development in the final document, the addition and acknowledgement of the community sector in the digital economy and the need for consistency with the National Innovation Agenda.

ICT Industry Development
The ICT industry impacts on the lives of all Australians and is vital to Australia's broader economic performance. The Victorian Government ICT Industry Plan 2005-2010, launched in December 2005, draws on the wealth of ideas, comments and suggestions from a broad range of stakeholders to create a strategic plan for the continued vibrancy of the ICT industry in Victoria. This plan is currently being refreshed for the period beyond 2010 and will include concrete examples of how the Victorian Government has strengthened its commitment to keep barriers to business winning ICT contracts as low as possible and to use its procurement budget to achieve industry development outcomes. Major initiatives in the areas of export and investment, workforce development and collaboration will also help the ICT Industry to continue to grow and prosper.
	Multimedia Victoria fosters the development of industry networks to encourage collaboration and drive innovation by promoting 'clusters of excellence'. There are four particular areas where Victoria is genuinely world class:

	· Electronic Games: Victoria is home to many world-class games production companies.

	· Telecommunications: Taking in the provision for telephony and data services, this area represents a large proportion of the ICT employment and revenue for the State.

	· Niche software and services: This includes solutions that allow the outsourcing of entire business functions and the development of industry-specific software.

	· Web Applications Software: Victoria's strength is particularly enhanced through expertise in Java-based J2EE and Microsoft's .NET platforms.


Community Sector

According to the Australian Bureau of Statistics, approximately 885,000 people in Australia were employed in the community sector in 2006/07. The value of their value-added services was in the region of $35 billion with an additional $8.5 billion in capital expenditure. Additionally, there were over 2.4 million volunteers. Just over one third of their income was from government.
This would seem to indicate that the community sector is an important part of the economy which cannot be ignored, particularly when all evidence points to under utilisation of ICT within the sector. Importantly, this sector has the potential to gain the most from the digital economy because it is, in general, far behind government and industry in moving into the digital economy. Community organisations have poor internal infrastructure and limited understanding of how they and their clients can benefit from greater capacity in this area. In addition to this they are quite often poorly funded and concentrate resources on client services which are people based.
The main concerns expressed by community organisations about moving into a digital environment are:
· Privacy of information

· Personal safety - particularly for those working in the mental health field

· Recurrent and replacement costs, particularly in rural areas. Costs of broadband access can be high and/or offer limited capabilities. This also relates to upgrading and replacing equipment as community organisations are, in general, not funded for capital replacement, but on services offered. This can create issues for them in moving into the digital economy.
· Skills availability and the high cost of those skilled people
· Lack of skills to utilise ICT in the general employee population

This sector requires:

· Skills

· Ability to access relatively current technology (many organisations focus on the client, not on how ICT can assist in their business)

· Open access to public sector information. PSI is critical for community organisations if they are to design their programs to suit the needs of their area. This is particularly so for place-based information, but also information about their clients’ needs, most effective ways of interacting etc. It is also critical that these organisations are able to interact effectively with government. They have reporting requirements for funding bodies, most of which are diverse and electronic. Additionally, government is moving to place much of its information on websites and many funding programs only accept applications electronically. This is a problem if you do not have access to effective broadband. It is important to avoid excluding people from opportunities because they do not have metro-based capacity or metro-based pricing (or the capacity to afford any of it).
· Learning opportunities scoped - probably delivered by the sector (i.e. Infoxchange model). Much learning and change management is required in the sector. Many staff and volunteers (particularly if they are retirees) do not have computer expertise. The Infoxchange model (see www.infoxchange.net.au ) has been used in a number of public housing estates within the inner suburbs of Melbourne (e.g. Carlton, Brunswick, Collingwood) and provides residents with access to free training in Information Technology (including email and the internet), a free Pentium 3 1ghz computer with a 17inch monitor and Windows XP (one per household), access to an estate intranet and free email to other intranet users, as well as affordable access to the internet and access to an on-site 'help desk'.

B. What does success look like?

It has been well documented that broadband has the capacity to deliver significant economic and social benefits. The value of broadband is not in the connectivity itself, but how it is utilised to provide amenity, convenience and enhance liveability. To realise the full benefits broadband affords, attention must be given to develop ‘effective use’ of the network as a means of improving business, government, community, information and entertainment service delivery. As such, a successful digital economy will not only require all Australians to have adequate access to high quality broadband infrastructure, but that innovation in the use of broadband is supported in the Australian economy. 

Given the Australian Government has committed to invest $4.7 billion in the new broadband infrastructure; it should consider the need for a modest complementary investment to facilitate the uptake and effective use of the NBN. The Clever Networks program has been effective in promoting innovative use of broadband in essential public/community services, and the NBN provides new opportunities that could be similarly tapped. 

The Victorian Government has recently established a $15 million collaborative Internet Innovation Fund (cIIF) to support innovative use of next generation broadband applications by government, community and industry and would welcome similar investment from the Commonwealth, State and Territory Governments.

The measurement of success of Australia’s digital economy should be linked to the availability and use of enabling technologies – in particular next generation broadband – and realisation of productivity and others social benefits from this process. Victorian Government economic analysis suggests that next generation broadband access can contribute additional GDP in the order of $15 billion, but for this to happen high level of saturation business uptake and consistent productivity gains from effective use must be achieved.

The Victorian Government proposes that measurable targets based on economic outcomes and employing robust data and economic analysis are applied to Government strategy concerning the digital economy.

C. 1. Open Access to Pubic Sector Information (PSI)

Victoria is currently undertaking an Inquiry into Improving Access to Victorian Public Sector Information and Data. The Economic Development and Infrastructure Committee is required to report to Parliament by 30 June 2009 and is asked to: 

a) report on the potential economic benefits and costs to Victoria of maximising access to and use of Government information for commercial and/or non-commercial purposes, including consideration of: 

i. public policy developments elsewhere in Australia and internationally; and 

ii. the types of information that will provide the greatest potential benefit; 

b) consider whether the use of open source and open content licensing models, including Creative Commons, would enhance the discovery, access and use of Government information; 

c) report on the use of information and communication technology to support discovery, access and use of Government information; and 

d) identify likely risks, impediments and restrictions to open content and open source licensing of Government information, including impacts on and implications for any existing cost recovery arrangements. 

Key issues for Multimedia Victoria on open access are discoverability, access and 
(re-)useability of PSI. Access to PSI is best enhanced through a decentralised system whereby management of information products remain with the designated information custodians within agencies, who have responsibility for the collection, maintenance and management of the information including attachment of metadata and maintaining accuracy of the product. Broadly, the following are required to support such a system:

· Accurate, timely and up-to-date register(s) of information & data holdings – metadata to describe the nature of the holding, who owns it and terms and conditions under which it is made available for use. Register (s) should be publicly available, i.e. on-line

· Uniform whole-of-government information management policy, processes and procedures for determining what PSI can be made available, under what terms, when, how and to whom

· Whole-of-government copyright licensing system to facilitate and support release of PSI – i.e. online, applied prospectively and allowing the widest possible range of potential uses (i.e. supports parallel commercial and non-commercial licensing arrangements). Research suggests Creative Commons licences can meet most, but not all, government licensing requirements. 

To maximise the potential for innovation from re-use of PSI:

· The widest possible ranges of PSI should made available – i.e. it is not always possible to foresee/determine in advance how and what categories of PSI can/will be used to create new products and service.
· Wherever and whenever possible PSI should be made available under the most promiscuous terms possible, i.e. allowing the broadest possible range of uses.

· PSI should be released at no charge and/or no more than the nominal cost of distribution. 

· There should be no geographic or sector restrictions.

2. Digital Confidence

Consumer Confidence
Privacy and security issues are only part of those issues impacting on consumer confidence in the online environment. Consumers also require confidence that transactions they enter into online will be conducted fairly and there are opportunities for redress should something go wrong. While security and privacy breaches are relatively rare occurrences, consumers sometimes experience less dramatic but more commonplace issues when they buy or sell products or services online.  
Unsatisfactory dealings online with traders who don't respect consumer rights and consumer protection legislation may eventually turn a consumer offline as they lose confidence in transacting over the Internet.

E-commerce provides economic benefits, such as low-cost entry into new markets, and increased choice for consumers. However, it also presents consumers with risks which are not apparent in the traditional retail environment. While consumer protection legislation applies equally to online commerce as it does to traditional commerce, it can be argued that consumers are exposed to greater risks when they shop online.

Some of these online risks are similar to those present in other forms of distance selling, for example, uncertainty about the location and identity of the seller, an inability to inspect goods prior to purchase, and uncertainty about delivery.

Other risks are particular to or exacerbated by the online environment. For example, whereas it is possible to pay for a mail order with a personal or bank cheque or cash on delivery, with online sales, goods need to be paid for in advance usually by releasing credit card and other personal information.

Consumer Affairs Victoria can enforce the Fair Trading Act (Vic.) 1999 in regard to Victorian traders using the Internet to offer goods or services. Consumers trying to protect themselves or seeking redress will find it harder in jurisdictions that don’t have similar consumer protection provisions and when they are transacting across borders. This has increased the importance of educating and skilling consumers about how to transact safely online, where to get help, and how to minimise the risks associated with online transactions.

In ensuring consumer confidence to drive demand for the digital economy, the government also needs to ensure that vulnerable and disadvantaged consumers can participate in the digital economy. The two issues here are skills (as discussed above) and access to the online market. [Consumer Affairs Victoria believes the issue of access warrants discussion as a distinct consultation topic.] 

E-commerce consumer protection is to be considered as part of the development of national consumer protection legislation currently being developed by the Commonwealth, States and Territories.
3. Developing Australia’s knowledge and skills base

In relation to comments on the Digital Education Revolution (third para, page 11), whilst it’s important to have up-to-date ICT equipment in schools, Victorian Government research on young people’s attitudes to ICT careers indicates that this equipment is only effective if teachers can confidently and interestingly use the equipment.  

Questions from Section 3, page 15:
How can industry assist in promoting the attractiveness of ICT related degrees?

In 2006, the Victorian Government launched the ICT: Start here. Go anywhere careers awareness campaign in collaboration with industry associations, and the technology and education sectors.  It is the first time government, industry and education providers have all collaborated on a single objective.

The campaign is aimed at increasing the pool of people choosing a course and career in ICT by increasing awareness of enrolments in ICT.  

The support of two industry groups, the Australian Industry Group (Ai Group) and the Australian Information Industry Association (AIIA) is critical in engaging with industry.  

The campaign is underpinned by information sessions targeted at secondary students whereby people working as ICT professionals speak about their career, an average working day and the course they studied.  The sessions also include representatives from universities and TAFEs who promote the variety of courses available through their respective institutions.  

Research undertaken by the Victorian Government indicated that the target audience responds most positively to people it can relate to: young professionals.  Messages to this cohort are most effective through bold, energetic and young-looking visuals.  To this end, all the promotional material is available on the primary youth website in Victoria, the Victorian Government www.youthcentral.vic.gov.au, and includes case studies and profiles of young people working in ICT.  

The campaign’s success is dependent on industry – business and individuals – volunteering their time to attend the events and contribute to the case studies.  Victoria recommends an Australian Government led process to convey a consistent national message on the value of ICT-related degrees to engage all Australians, not just Victorians.
How can we better match supply and demand for skilled ICT workers?

The Victorian Government collects and analyses a number of supply and demand data sources to develop the ICT Skills Snapshot.  The Snapshot is an authoritative guide on the supply and demand for ICT workers in Victoria.  The Snapshot is used by education providers to supplement and validate their own understanding of industry demand for ICT skills and to inform the review of their course findings.  For industry stakeholders, the Snapshot provides valuable information about issues such as emerging technologies and trends in ICT employment across all industry sectors.  

While Victoria tracks supply and demand at a State level, it would be optimal if this could be undertaken at a national level, so that it is possible, for example, to compare statistics on a State basis. Victoria also notes that the creation of the new Digital Economy Group (DEG) obviates the need for the ICT Capability in the Information Economy Working Group (ICTIWG); however we expect that all the responsibilities of the former ICTIWG will be assigned to the DEG.
What measures did industry find successful in boosting staff, ICT and e-business skills?

The Victorian Government administers a number of tertiary education programs (ICT Skills – University Scholarship Program and ICT Skills – TAFE IBL Program) aimed at enhancing the quality and breadth of tertiary ICT courses and improving job readiness of ICT graduates.  Specifically, these programs support the provision of industry-based learning (IBL) projects that are either in the form of student placements with industry partners or student projects sponsored by industry and undertaken on campus.  

Education and industry representatives involved in these programs have provided positive feedback highlighting greater networking and the opportunity to contribute to the development and delivery of course curricula.  The projects also allowed students to gain both technical and professional experience relevant to any workplace thereby improving their employability upon graduation.

4. Ensuring Australia’s regulatory framework enables the digital economy

When addressing Australia’s regulatory framework for the digital economy, it is not sufficient to focus solely on regulation of digital content in isolation. Instead, the supply chain linking content to customers over digital networks must be considered holistically.  Regulation of the digital economy must embrace the concept and regulatory implications of Next Generation Networks (NGNs).  

NGNs are packet-based networks, capable of delivering high quality, symmetrical, high speed data access that supports a full range of services. The need to regulate consistent with the development of these networks should be a priority for the Australian Government. NGNs pose unique opportunities and challenges for the way in which policy-makers and regulators will approach the future of communications, with the need for open and competitive access to content, as well as any-to-any connectivity. 

Given the potential for new content services and service providers to grow in an NGN environment access and interconnection arrangements between content, service and network access providers will become increasingly important for end users – particularly for services which are, or become, socially or economically essential. Digital economy regulation will need to consider the whether invention is necessary to address problematic “walled gardens”, that is, barriers to content and service access. 

The Victorian Government would support review of current telecommunications policy settings and competition regulation in both metropolitan and regional areas to guide transition to a next generation, high speed data network in Australia.

5. Digital Economy and the environment

The Victorian Government believes that a coordinated national approach is vital to the growing issue of electronic waste in Australia and has been an active participant in the Environment Protection and Heritage Council (EPHC). However, in light of the lack of national consensus on the issue, the Victorian Government has undertaken a number of activities relating to e-waste in Victoria. In 2005, the Government provided funding assistance to pilot Byteback, a program to recycle or reuse computers and peripherals from individuals and small business. In 2006, the Government committed $2 million to establish eight Byteback recycling centres across the State. Also in 2006, the Government selected a panel of PC suppliers and included an extended producer responsibility provision, requiring all panel members to demonstrate a clear end-of-life pathway option for their products. The Victorian Government is currently investigating further options for recycling of its e-waste.
Reducing the Impact of Digital Economy Devices and Infrastructure
Victoria supports encouraging consumers to use devices that have less environmental impact.  Energy efficiency standards schemes are one way to achieve this. To ensure business and consumer confidence in these schemes, a robust system of monitoring and enforcement will be required.

There has been a widespread growth of claims about the green attributes of goods and services in the marketplace. Recently consumers have begun questioning the reliability and validity of claims being made by some marketers - consumers find green marketing claims very difficult to check out, compared to other sorts of claims.

Rogue traders have taken advantage of information asymmetries to make claims that are false or misleading. Greenwashing devalues attempts by honest traders to leverage value from green attributes.

The ACCC and State Fair Trading agencies are able to take action against green claims that are false or misleading in contravention of the Trade Practices Act or Fair Trading Act.

6. Measuring the digital economy and its impacts

For improved information provision on broadband, the Australian Government should commit to benchmarking/time series on the supply and use of broadband. Investment in data that provides location-based information on the availability and uptake of next generation broadband could be effectively used by all levels of government, community groups and potential private sector investors. 

Information should report state, metropolitan, regional and local government area (LGA) levels of current and next generation broadband coverage, uptake, spend, demand, infrastructure, grades of service offerings, commercial information and competition through the use of tables and geospatial mapping. Furthermore, any information provided needs to be consolidated and updated regularly, so as to reflect the rapidly evolving nature of next generation broadband. 

Organised and regular information provision allows for the tracking of progress towards the target of achieving a “successful” digital economy.

To assist in policy development and monitoring against the Victorian Government ICT Industry Plan 2005-2010, Multimedia Victoria surveys the Victorian ICT industry to gather data on company structure, employment, revenue and exports. 
Barriers to and enablers of growth identified in the October 2008 survey indicate the following:
Barriers to Growth

· The current economic environment was identified as the greatest barrier to growth; 54% for global (new measure), 50% domestic.
· Availability of skilled staff has moved down to third place at 48%. Access to skilled staff is still a barrier to growth, but is not as significant when compared to past survey results (55% in 2007, 45% in 2006).
Enablers of Growth

· Overwhelmingly, the suggestions received from industry that would assist in the growth of Victoria’s ICT industry were around access to government markets, in particular issues around the eServices panel, tendering requirements and departmental policies that can inhibit SMEs accessing government contracts.
· A number of factors were cited as enablers of growth, including participation in the digital economy and collaboration. Interestingly, access to Australian Government (30%) and State (34%) purchasing markets have been more heavily prioritised by industry as enablers for growth, highlighting the important role that government can play as a purchaser of ICT products and services in the 
current economic environment.
Below is the current iteration of our internal factsheet on Victorian ICT Statistics which includes statistics from a range of sources. It would be worth the Australian Government considering undertaking a similar survey at a national level.

Victorian ICT Statistics, 2008

ICT Industry Sector

Employment 
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(Source: I&J Management, ‘2008 Victorian ICT Industry Survey’, Dec 2008). 
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In December 2008, 84,700 people were employed in the ICT industry in Victoria. From June 2004 to December 2007, the ICT industry in Victoria grew by 24,432 jobs or 41%, thus achieving an average annual growth rate of 11.7%.

The Victorian ICT industry represents approximately 34% of national ICT employment. (Source: Whitehorse Strategic ICT report and I&J).

Revenue 
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In December 2008, annual revenue for the ICT industry was approximately $25 billion. From June 2004 to December 2007, revenue grew by $4.3 billion or about 21%, thus achieving an average annual growth rate of 6%. 

The Victorian ICT industry represents approximately 25% of national ICT industry revenues (Source: Whitehorse Strategic and I&J).

Overseas revenues and exports

Victorian headquartered ICT companies have annual revenues of $1.8 billion from overseas operations and exports of ICT equipment and services. (Source: Victorian ICT Industry Statistics, I&J Statistics).

Victorian ICT industry sub-sectors

R&D

Approximately 2-3% of all expenditure by Victorian ICT companies is on R&D.

The main focus of R&D activities in Victoria is development of new products and services, especially in ICT manufacturing companies and telecommunications service providers and medium sized companies. (Source: Victorian ICT Industry Statistics, I&J Statistics)

ICT Skills in Victoria

ICT employment

The average number of people employed in ICT in Victoria in 2007 was 103,300.  From 2005 to 2007 ICT employment grew by 10,800 jobs or 12%, however there was a marginal decline in employment between 2006 and 2007.Despite this decline over the year there was strong employment growth in the final two quarters of 2007 with 117,600 people employed in ICT in Victoria in the November quarter (Source: ABS quarterly Labour Force Statistics).
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Skilled Migrants

In 2006/07, 2312 ICT professionals entered Victoria as skilled migrants (the second largest occupational category after accountants).

Occupations in Demand

The key occupations in demand in Victoria in 2007 were Account Managers, Application Architects/Software Engineers, Business and Process Analysts/Consultants, Enterprise architects, systems analysts, and network specialists.

In 2008 there were 3.9 suitable applicants per ICT vacancy in Victoria compared to 1.9 suitable candidates per vacancy in 2007, 2.4 suitable candidates per vacancy in 2006 and 7.2 suitable applicants per vacancy in 2005.

Victorian candidates are more qualified than the national average with many candidates having higher qualifications than is required by the position.

University Enrolments 

In 2007, Victoria had 17,856 students enrolled in ICT courses in Victoria, accounting for 34.9% of Australia’s enrolments. Victoria has more ICT students than any other State. [image: image5.emf]ICT enrolments in Victoria
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Since 2002 there has been a 33% decrease in the number of students studying ICT in Victoria (41.5% decrease in the number of domestic students). (Source: DEST Higher education statistics)

University Graduates

In 2007, Victoria had 4,877 ICT graduates representing almost 30% of all national ICT graduates. 
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Since 2002 there has been a 21% decrease in ICT graduates (48% decrease in domestic graduates). (Source: DEST Higher education statistics 2007).  

University Post-Graduates

Victoria has 37.2% of Australia’s ICT post-graduate students (6,555).
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Since 2002 there has been a 25.2% decrease in the number of ICT post-graduate students. (Source: DEST higher education statistics)

VET Enrolments

In 2006, Victoria had 13,000 students studying ICT at VET.  This represents 23% of Australia’s enrolments. Since 2002 there has been a 19% decrease in the number of students studying ICT in VET. (Source: NCVER VET statistics)

Victorian Broadband 

(Source: ACIL Tasman ‘Half Yearly KPI Broadband Report’, October 2007)

	
	Covered
	Not covered

	People
	94.07%
	5.93%(299,291)

	Dwellings
	94.58%
	5.42%(104, 241)

	Business
	92.72%
	7.28% (21,449)
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Total unmet demand was 63,120.  Of the total unmet demand 13% (8,235) was from metropolitan Melbourne and 87% (54,886) was from regional Victoria.

Customers

The number of ‘metro-comparable’ broadband customers in the state has increased rapidly from approximately 135,000 in June 2003, to 1.05 million as of March 2007. 

Expenditure

In 2006 total expenditure on telecommunications services in Victoria was $10 billion up from approximately $8.8 billion in 2003. 

� Victorian ICT Industry Surveys (2006-2008), conducted by I&J Management Services. 


� ITCRA data Q3 2008. 


� ACIL Tasman, Spend/Demand telecommunications in regional and rural Victoria, February 2007. 
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