






















































































In terms of this strategy, two key themes which are derivative of the Regional Economic
Development approach are:

Local Government is better placed to be more aware of small business problems and therefore
better able to provide direct and rapid assistance. {8)

And,

The essence of the new approach to economic development lies in understanding economic
dynamics and ensuring public action promote and support a market driven sector. (8]

Economic well-being depends largely on the vitality of the business sector, which organises and
manages the driving economic activity in a region. The performance of local businesses and their
ability to market and adapt to changes in the economic environment is a key to successful economic
development efforts.

The Regional Economic Development concept is seen as the most appropriate for the next 5 - 10
years. As such, it represents the rationale for this strategy.

STRATEGY ISSUES

Land Use Planning

This is one of the important areas of activity which can make or break the region. It has the potential
to be a proactive, rather than reactive, tool of economic development, but the benefits will mainly
be in the longer term. It is much more difficult to achieve longer term economic outcomes in an
Australian democracy in comparison with many other countries. '

The industry focus to economic development places a high priority on the allocation of appropriate
space for industry expansion. To be able to do this and to initiate redevelopment of industry areas
will require significantly more data and information about sector growth, industry networks, sector
support services and new industry environments. This will need to be both regional based and future
projections. These projections will need to be in a 15 - 25 year business recognising the current life
cycle of industry will be reduced by the increasing speed of change and development.

The work is not difficult but does require a strong start up commitment of internal resources to
create the efficient, cost-effective system and a long term (never-ending) commitment by the Cities
to maintain the data necessary to make decisions. At times, it is also important for the region to
have data on its opponents in the world market. Whilst specific case work can be contracted out, the
fundamental understanding of trends within the region will be core to decision making by the Cities.
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Regional Industry Collaboration (RIC)

The mobilisation of internal skills and talents of businesses in the region into collaborative business
relies on information exchange as well as identifying and making contacts. The concept of RIC [5]
is ultimately to create self sustaining collaborative industry and business groups. The groups can be
focussed on any business related subject which has a medium to long term objective associated with
growing bustnesses and employment in the region. The groups can be sector based or involve a
whole cross sections of organisations (Retail buyers, Industry, Finance and Tertiary Trainers)
interested in achieving the objectives.

The City has a lead role in creating the environment for information exchange and for
Jacilitating companies with similar aims meeting together. To do this requires establishment of an
informal intelligence system which identifies the skills and talents of the region as well as what
people are looking to achieve. This requires an accumulation of knowledge of the local business
constituents which is best achieved through face to face industry facilitation. This activity can be
introduced by the use of an introductory questionnaire. An initial framework of a group activity for
referring to industry already exists and new groups are being identified.

The ability of the City to influence the acceleration of development will be a function of informative
local constituents and the ability to facilitate involvement with the skills and talents that exist in the
region.

There are three key elements to this activity for the Cities:

1. Making direct contact and building relationship with companies in the region and facilitating
connections into group activities.

2. Providing access for industry to information for development solutions, data and support
programs.

3. Having a good understanding of and intelligence network into sources of new ideas and
knowledge of industry development concepts and approaches as well as broad economic activity

in the region.

The business directory is a good start initiative which needs to be supported by informal internal
City data bases by sector, business function and expertise/operators.

A catalyst role for the cities of providing initial leadership and the venues, drawing like minds
together and creating an environment in which groups of people can create a common vision and
energy to collaboratively pursue objectives to accelerate the growth business.

It is a process that require regional leadership to provide direction and cohesion through the
intelligence network created by the Cities.

RIC Mechanism, Structure and Operation

The development and acceptance of each of the elements of the mechanism is critical. Without the
regional vision and direction, the normal territorial and isolationist attitudes block the free transfer
of information, knowledge and ideas which are so fundamental to the mechanism. Hence, the
collaborative facilitation activities of the Cities, group organisations and the tertiary institutions in
the region (as important third party resources) are vital. These collaborative facilitation activities
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create the environment in which industry and support sectors collaboratively with open active
dialogue and initiate action necessary to accelerate the development of the companies and
employment in the region.

Tertiary Institutions

In the new world economic structure, the competition will be between regions with very different
environments. At one end will be cheap economies with low labour force skills utilising the latest
existing technology. Technology can be bought quite easily. At the other end are economies which
have a higher cost structure with the highly skilled labour utilising existing and leading edge
technology with an innovation focus. The region should be aiming to establish a world position at
the highly skilled, high technology and innovative end. It should be remembered that 20 per cent of
the world would consider this to be their natural competition position and a further 20 per cent of
the world can expect to be aspiring to the same position in 10 years.

There are three strategic elements of the high end competitive position for industry, highly skilled
labour, leading technology and innovation each has a different emphasis but all should be supported
by the education and training sectors of the community. However, research [7] suggests that less
than 4 per cent of industry has any direct interface with either sector. There have been domestic
reports that purport to have studied these strategic elements. These primarily have focussed on the
symptoms in industry rather than the causes in the tertiary sectors. Benchmarking against leading
world competitors of the region clearly indicate different community support structures to industry.
This difference is primarily generated by an overall commitment by the competition to ensure long
term community well being through economic growth and development of industry.

Anything less than this clearly leaves the region at a disadvantage to its competitors. The underlying
strength required to be a world leader in workforce skill, technology and innovation relates to the
accumulation and accessing of knowledge, the extension and practical application of that
knowledge, and a freedom of thinking to stretch the every day boundaries of economic
development.

The different community support structures to create these strengths stem firstly from the attitude
and focus of industry and the community, but in practical terms involves the tertiary and secondary
education systems. A closer working relationship between industry and education is required to
ensure that the education resources are relevant to industry needs. The funding requirements of this
research are more likely be taken up by industry if this working relationship is successful.

The economic development support of industry from the tertiary and secondary players need to
recognise the strength of each player. Collaboration between industry and community would ensure
common understanding of the direction of economic development, the skill needs to support
industry development and the boundaries to be stretched through research and development.

Within the tertiary sector there are differing strengths. Universities are strong in research and
development while TAFE institution are strong in development and delivery of external and internal
skill training with industry. These are compatible and desirably should be integrated to maximise
the appropriate use of community resources as well as the utilisation of research and development
results in industry. Research [7] indicates access and communication with tertiary institution 1s also
an impediment. 4 solution to address this and the integration of activities could be a regional
Jjoint venture of tertiary institutions operating from a regional industry centre.
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Whilst the responsibility for all the transfer of leading edge knowledge and skills should principally
be with the secondary and tertiary sectors, the relevance in a world competitive regional context
requires daily collaboration between industry and those sectors, since it is industry that has to
compete and deliver economic development.

Isolated events are occurring between industry and the tertiary institutions. However, a commitment
to direct industry collaboration with the region by the tertiary institutions would provide a good
basis for collaboration and the allocation of regional, state and industry resources to support
collaborative activities

The schools for industry pilot project is an initiative which begins the direct connection between the
secondary sector and industry. It will be important for industry to begin the development of future
skills demand profiles to enable the secondary system to open up the opportunities for the youth of
the region to contribute early in their careers to the economic development of the region. The RIC
mechanism is a vehicle for sector groups to better define the future skills and demand profile for the
medium term (3-5 years) local needs.

The collaboration of industry with the community in the creation of a highly skilled workforce
which is available with all the latest leading edge knowledge puts an obligation on industry to
utilise these skills and knowledge much of which has been developed since a high percentage of the
existing workforce was in the education system.

On one hand, industry has people with a wealth of experience and on the other, people with the
latest knowledge. It is the responsibility of industry to integrate these skills at the earliest time to
maximise the influence of new ideas and knowledge to establish the competitive edge necessary to
be successful in the world market.

Community Environment

The underlying initiative to this strategy is that all elements of the community and everything we do
needs to be supporting regional economic development. If you lived and worked in a dormitory
region then your regional team would be focussed on lift style, environment and access to economic
development regions.

The South East economic region is primanly located in the Cities of Kingston and Greater
Dandenong. This strategy is dominated by an economic development focus. However the balance or
sustainability of economic development is a function of the environment in which the people of the
region live.

The strategy investigation suggests that in the context of retaining and attracting the people with the
skills needed to deliver economic development over the next ten years and beyond, sub-regional
initiatives will be necessary to rejuvenate the living environment to cater for both modem
expectations and to provide the variety of living styles being sought today and in the future.

This type of initiative requires smaller village like community initiatives which ultimately provide
direction to redevelopment rather than the ad hoc, laisae-faire approach of the past. The integration
of local retail and tourism into community life styles is of particular benefit to these two sectors.

This strategy in no way attempts to spell out at the village level what types of development needed.
It suggests that without this organised rejuvenation of the living environment in many areas of the
region, the ability of the region to retain a good proportion of its skilled work force will depend on
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the regions transport linkages. In world competitive terms significant transport investment is an add
on infrastructure cost which other regions do not have to carry.

Commerce

The definition of Commerce for this strategic work is Retail, Wholesale and Motor Vehicle Repairs.
As indicated in a purely regional context the supply of commercial business indicates the regional
centres in Kingston and Dandenong clearly provide support to the adjoining dormitory regions.

The success of the economic strategy will be important to the commerce sector since the impact of
world competition on business will reduce the margins (Ref 6) and impact on employment, wages
and profits reducing the disposable income in the region. Whilst projections show a small positive
growth, competition from other Melbourne regions that may have growth at above average rates
will attract new investment and divert the disposable dollar elsewhere.

Recent moves by the automotive industry to begin pressure on Australians old cars by introducing
compulsory inspection for road worthiness may appear as 2 medium term bonanza for motor vehicle
repairers. However in the iong term this will lead to more formalised and accredited repairs which
puts the industry on notice to improve its level of skill and skill accreditation in the industry.

The approach of the larger commerce companies in respect to supply of product has increasingly
been based around overseas buying trips. Even federal governments have promoted this by the over-
zealous pursuit of free trade.

The practices of overseas buying were generated when government policy depicted Australian
industry as a basket case particularly TCF. This is no longer the case. World competitive value of
quality and price is delivered here in Australia (Ref 10).

Continuation of purchasing policies by the Commerce sector may appear attractive in the short term
but the practice is reducing the market place available to local businesses which in turn will
accelerate the decline of disposable income and cause their own closures in the medium term (5
years).

The refocussing of buying, back into Australia and, more importantly, the region in which the
commerce sector operates is not some ideological inward looking concept. It has some rigorous
commercial advantages associated with the comparison of unit costs versus total cost for
commercial business.

This, in conjunction with the value now being produced locally and the long term strategic
implication, make a change in focus of purchasing practices of the commerce sector an integral part
of economic development of the region and growth in the sector.

In addition to refocussing on regional purchasing, there are also significant benefits in
professionalising the purchasing practices into supplier alliances and supplier chains. This requires a
more collaborative approach between purchaser and supplier which in the medium term will lead to
a stronger world competitive supply to the commerce sector and further add impetus to economic
development in the region.

Financial/Business Sector

In terms of creating a regional team for the delivery of economic development the Financial/
Business Services sector is the sector with the biggest separation in terms of attitude conflict with
industry. The task of mediating and facilitating a collaborative regional team approach is the most
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significant challenge for the City economic development facilitators. Particularly when it is this
sector which is potentially a major provider of the resources and expertise for the economic
development of the region. Much of the conflict stems from historic relationships between industry
and banks in the market place that are no longer relevant in a rapidly changing increasingly
competitive environment. This situation is particularly relevant to the financial services sector and
market behaviour of this sector during the recession. (Ref 4). The position of the Business Services
has in recent times been created by bad practitioners plying their trade under federal programs and
as a result the whole sector has been tarred with the same brush.

Principally the customers in industry who take the risks to deliver economic development for the
community are being criticised in management and performance terms by this sector, academics and
government. If one stands back and thinks about the importance of carrying the economic
development burden in the face of enormous competition its time to do things a different way.

A different way is important to this sector as well as the success of economic development because
the short to medium term outlook is for severe contraction of this sector. A successful
implementation of the economic strategy offers this sector a solid long term future growing their
businesses in parallel with economic development. The different way is to approach business in the
region with a more collaborative long term view. The collaborative approach is essential to assist in
developing customer requirements rather than selling a product that is inappropriate ineffective and
overpriced. As a sector it appears to be the last to realise that to survive during the adjustment to the
new world market processes dictates that margins have to be cut to be cost competitive. In addition
the level of quality and content of service provided by the sector has to be substantially higher to be
world competitive with the leading economic development regions of the world. Without this
different approach the sector can expect to contract.

Transport

There are two elements to transport which have a bearing on the regions capacity grow. The first is
the region’s connections into the domestic national market and the international market. The second
is for the supply of labour force to economic development which should focus on the regional
community being most able to take up the employment opportunities.

The State transport policies and forward plans provide adequate access to and from the region.
However the public service elements of those policies are directed to the redevelopment of the inner
CBD rather than service to the region.

There are shortcomings in the internal region transport networks and services. The most obvious
shortcoming in transport services to industry is the lack of locally based international freight
operations. There are also road management and construction issues that need to be addressed to
ensure internal supplier networks are not penalised in comparison with linkages outside the region.
A shortcoming from a regional community view-point is the poor intra-regional transport services
which fails to link local people with the job opportunities. This as a result draws labour resources
from the more affluent and mobile people from suburbs around Melbourne to the region to take up
the employment. Clearly this service to the local community is a key element to the allocation of
regional resources in transport and relates significantly to the medium term urban redevelopment
activities.

Industry Sector Development




The world wide research of Regional Industry Economic Dynamics indicate that companies in
sectors which exhibit dynamic growth have established a critical mass of sector activity. This
activity is sufficient to create a clustering of sector expertise in all aspects of the community

industry workforce production and tertiary institutions to be wotld leaders in support services and
R&D.

It is this collaborative strength and collaborating leadership that gives the regional perspectives of
industry sectors that gives industry a world competitive edge. South East Melboume has the
diversity and resources to ensure the added dimension of industry sector development is added to
company development.

STRATEGY IMPLEMENTATION

Allocation of Resources

The allocation of resources in local government generally have been determined by the “squeaky
wheel” process, a reactive approach to the allocation of resources. The strategy set out in this
document is a proactive strategy aimed not only at the medium to long term future but also to
provide an information base to deal with the reactive pressures on local govemment that will
continue to arise from sections of the community.

The transition from reactive to proactive is best achieved by short term transfer of resources from
the normal reactive activities to proactive initiatives. In the current resource climate this can be
argued with the constituents on the basis of preparing for a better short term future.

As identified in the SWOT analysis failure to allocate sufficient up front resources to lay an early
Joundation will threaten the ability of the Cities to influence economic development and the
ultimate demise of the region.

Change in focus of everyday activity

The strategy to proactively change the way in which local government interacts with business and
industry constituents requires a different approach to everyday activities.

The strategy proposed is fundamentally about collaborating and sharing of regionai resources, with
the Cities being a catalyst in the process. This requires the City to raise its profile and gain the
confidence of the people responsible for delivering economic activity in the region. Confidence is a
people interaction and performance issue. Quick beneficial results, for industry from solid
commitment from local government are essential.

The early requirements for the implementation of the strategy are to establish a data, infrastructure
and intelligence base as the foundation of future direction of initiation. To carry out this work
requires a change in focus of every day activity in so much as a lot of this work is not about desk
research, it’s about interfacing with people in groups and with individuals from the region.
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Elements of the Strategy

This section of the report sets out the elements of the strategy. The elements reflect the focus of this
strategy which is essentially economic development through industry development by mobilising
the region’s own resources. Each element is described with these aims and objectives and are
prioritised:

A “Must do” — allocation of resources.
B “Helpful to the - if resources are available, these should be pursued.
Strategy”

C “Nice to do” — as the opportunities arise for a major initiative, resources
should be assigned where substantial benefit can be
captured.

City Resources

¢ A system of collection, monitoring and maintaining data and intelligence information of
regional economic activity be established.

Aim: ~ extend current statistics to the regional level in relevant areas
and to provide an information source for reference in the region.

Objective: — to better understand the regional economic dynamics.
— to provide a base for better informed decision by the Cities.
- to provide a base to service the business and industry
constituents in a collaborative and sharing environment.

Priority: - A

Commerce - Retail & Wholesale

¢ The redevelopment and investment in the retail hubs of Southlands and Dandenong be
Jacilitated.

Aim: ~ to retain the competitive positions of the retail hubs against
competing regions,

Objectives: — maintain the regional employment in Retail sector.

Priority: - B

¢ Encourage retailer and wholesalers to professionalise purchasing practices and regionalise
supplier chains with companies in the region.
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Aims: ~ to improve the margins of retailers and wholesalers.
- to increase the business within the region.

Objectives: — to expand company business in the region.

Priority: - B

¢ Encourage the retention of socio-economic variety of retail environment throughout the region
as part of urban redevelopment.

Aim: - to retain and enhance cultural diversity in the urban environment
Objective: - maintain the employment in the retail sector.
Priority ~C

¢ New major wholesale storage operations be facilitated to appropriate locations in the region
close fo existing infrastructure.

Alm: ~ increase the commercial support to the region.
Objective: — increase local employment.

~ increase the economic use of infrastructure.
Priority: - C

Business Services

¢ Ensure appropriate office and parking precincts are in sufficient supply for locally based small
to medium sized industry and business service companies to establish and expand to service the
region.

Aim: — to promote the expansion of small locally based service
companies to fill the void of exiting national companies.
Objectives: — to ensure support services are available to enhance economic
growth.
— expand local employment.
Priority: - B
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¢ Promote to business and industry the utilisation of local business services in the development of
companies and the growth of business.

Aims: — to increase the utilisation of business services.

- to assist the development of locally based service sector.
Objective: - to increase local employment in the service sector.
Priority: - C

Regional Industry Collaboration

¢ Ensure the annual update of regional directory data is supplied to all purchasing managers as
part of a promotion of professionalising purchasing and establishing regional supplier chains.

Aim: — to increase awareness of regional resources to facilitate better
business margins.
Objectives: — improve the strength of business.
— increase regional business networks.
- increase local employment.
Priority: - B

& FEncourage and facilitate the utilisation of Regional Industry Collaboration mechanisms by
companies from all sectors in the Region.

Aims:

Objectives:

Priority:

to identify the skills and talents in the region.

to establish the culture of collaboration and sharing resources.

to make connections of companies in need of assistance with
regional skills and talents.

to open the horizons of owner/managers to accelerated business
development.

strengthen existing companies through self help.

accelerate company development and growth through use of
regional assistance.

increase local employment.

A

¢ Identify existing formal business and industry networks and encourage the coordination of
activities to support the economic development strategy.

Aim:

Objectives:

to focus all regional resources on achieving the economic
strategy outcomes.

increase the critical mass of companies involved in RIC quickly
to gain regional recognition of the medium term objectives of
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economic development.
- to expand the regional assistance resources available for
business and industry growth.

Priority: - A

¢ Encourage indusiry owner/managers to utilise RIC clusters and supplier chains in any
initiatives to change ownership or location of companies as means of facilitating any transition
within the region.

Aims: - is for the City and industry to have an opportunity to retain
companies in the region.
— ensure that key companies and industry players and suppliers
continue fo support economic growth in the region.

Objectives: ~ to counter the urban crisis movement of companies out of the
region that may effect up to 45 per cent of companies over the
next 10 years.

- to maintain the critical mass of industry and the accompanying
employment.

Priority: - A

& Business and Industry Sector be encouraged to use the RIC group mechanism to work with
tertiary institutions to establish sector development needs in the technology, business

development and training.

Aim: ~ to create regional industry development sector plans for the next
10 years.
Objectives: ~ to establish world competitive sectors in the region.

to strengthen and expand companies.
to ensure tertiary sector training is available for people to take
up job opportunities.

Priority: - B
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Tertiary Institutions

¢ The local tertiary institutions of the region as a priority should collaborate to focus future
research and development activities and delivery of skills training activities on supporting
directly and indirectly the growth and development of industry and employment of the people of
the region.

Aims: ~ to create a comprehensive integrated reference resource to
support company growth. '
— to maximise the utilisation of industry based support initiatives
in industry and training.

Objectives: —~ to increase the involvement of companies with tertiary
institutions.
- 1o accelerate the take up of new systems and technologies.
- 10 support employment change in business and industry.
Priority: - A

& Tertiary institutions in collaboration should integrate sector expertise and provide support
service centres for key sectors of the region.

Aims: - to establish centres for world leading edge knowledge and
information for sector development '
- to provide industry/tertiary collaboration for monitoring and
developing world competitive knowledge and technology.

Objectives: — utilise the talent that exists in the region for economic
development as well as education
— accelerate the growth and development of companies
- increase the usefulness of skills provided to people for
employment in developing companies.
Priority: - A
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Land Use Planning

4 Establish clear priorities on most vacant land for industry expansion or redevelopment transfer
over a 20 year horizon with guide lines for development sizes in five year horizons using
projected industry expansion, new age industry needs and market conditions.

Aims: — to ensure accelerated development of industry can be
accommodated in the region.
— to maximise the economic development impact of land use
development

Objectives: - to encourage company ecxpansion and company premises
rationalisation.

— to ensure an appropriate mix of land sizes are appropriately

located over time for industry development to continue over the
next 20 years.

Priority: - A

¢ Establish long term urban environment plans in village zones within the region.

Aims; — to create an environment which promotes the development of
urban variety

Objectives: — create the environment to maintain commercial diversity in the
region and employment in the sectors.
— to attract new age industries into the region to utilise the
industry support networks and resources and increase
employment

Priority: - A

Urban Redevelopment

¢ Establish Redevelopment Guidelines and mechanisms within the context of village and industry
zones to facilitate urban and industrial redevelopment as an ongoing process.

Aims: - to enable the redevelopment planning process to provide
direction for developers.
— to make the redevelopment process manageable from a
community point of view.

Objectives: — promote the creation of a variety of urban environments rather
than ad hoc in fills.
- to create environments to attract young skilled people into the
region over time.

Priority: - A

42




Recreation/Tourism

¢ Register the recreational and tourist assets of the region to be incorporated into the urban
redevelopment plans.

Aims: — to maximise the regions variety of urban environments.
— to provide attractive environments for visitors.

Objectives: — utilise the regions assets for economic development.
- to increase the commercial potential in the village urban areas.
Priority: - C
Transport

¢ FEncourage and facilitate the expansion of a locally based national and international transport
sector in the region.

Aim: — to improve services to business and industry.
Objectives: — to increase export from the region.

~ increase service sector employment in the region.
Priority: - C

& Establish an intra regional transport service strategy as part of the urban redevelopment plans.

Aim: — to maximise regional community access to employment
opportunities and economic activity.

Objective: ~ to capture the economic benefits within the region as far as
possible.
Priority: - B
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¢ Prepare an integrated Traffic and Road Management plan for movement within the region.

Aim: — to facilitate access to State infrastructure
— to facilitate collaboration and supplier chain trade within the
region.
Objectives: - maximise regional trade and collaborative business.

- strengthen the regional industry base.

~ improve company logistic operations.

— improve access to employment opportunities for the regional
community.

Priority: - A

A summary of these elements of the strategy and their associated priorities in context of the
preferred vision for the region is provided overleaf.

REGIONAL INDUSTRY SECTOR ANALYSIS AND PLANNING

Refer to Appendix 8 for sector definition. It is also worth noting that the new manufacturing
industries expected to grow into independent sectors in the not too distant future like:-

Biotech Industries

Scientific & Medical Equipment

Environmental Products

Cultural Industries
all, at present, fall under Miscellaneous Manufacturing. The region has a share of these industries.
Since industry data collection does not differentiate in this sector, the development of regional data
should include these new sectors as separate classifications to guide the support to these industries.

If manufacturing growth is the main economic driver of the region, it is crucial to understand who
the manufacturing companies are in the region and what they need to grow. Analysis of the
individual sectors involves developing an understanding of the dynamics of the sector i.e., the size,
line of business, major suppliers and customers, the relationships with other sectors and the
competitive issues of companies in the region. Importantly, this information must be systematically
updated if support is to be relevant. This information is required as a first but critical step to
outlining what the dimensions of the sectors currently are, what causes these dimensions to change,
the implications for the region resulting from such change and, subsequently, to achieve sector goals
which the council can develop to support the companies. There is no doubting that the information
is difficult to obtain and the business dynamics of the sectors are difficult to interpret. Some
companies may initially be sceptical and reluctant to offer assistance, however this information is
absolutely necessary if effective sector strategies are to be developed. The poor track record of
many past industry plans is because this information has not been sufficiently gathered or
monitored. If companies are made aware that the region and the companies face a crisis if nothing is
done, and that the information as outlined in this section is necessary in order to develop effective
sector strategies to both grow the individual companies and drive the economic well-being of the
region, then the receptiveness of most companies will follow.




The Region VISION
Manufacturing Growth Driving the .
Economic Well-being of the Repion *

*
*
*
-

The Sectors *

Sector Analysis: Understanding of the dynamics of the sectors in the region in context of a global
economy to provide information necessary to assess how the sectors affect the region and to
formulate effective sector strategies to drive the economic well-being of the region.

Manufacturing growth in the region can only be the net result of companies in viable sectors. The
purpose of this section is to outline the process of sector analysis in terms of the information
required to develop individual sector strategies aimed at ensuring the long term viability of the
sectors.
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The information, relationships and issues required for sector analysis is summarised in Figure 1.

External Environment

Suppliers : X Customers

Government
Policy

Export Markets

Impediments to growth

International
Competitiveness

Figure 1: Components of a sector analysis

Phase 1: Who are the companies in the sector?

Develop a database of the companies in the sector which can be systematically updated such that
on-line information of the companies is always available. The companies are the “engine” of
economic growth and any strategy for sector growth must involve on-going interaction with them.
The appropriate data to be included in the database include:

Company name and contact details

Line of Business .
Company size (turnover and number of employees)
Major customers

Major suppliers

® & & &

Phase 2: What are the competitive issues of the sector?

In order for the support provided by a sector strategy to be most effectively allocated and be
relevant, an understanding of the competitive issues that the companies face must be developed. The
appropriate information to be gathered include:

¢ The impediments to growth and the requirements for growth

¢ The company’s’ visions for the future in terms of their involvement and positioning in:
— the region
— the sector
— the global economy
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Phase 3: Formulation of a sector strategy

The formulation of a useful and effective sector strategy requires the information gathered in phases
1 and 2 be firstly, organised into a useable format, secondly to used to develop a vision for the
sector, and finally translated into a sector strategy. Dealing with these in turn:

¢ Organisation of the information

The company information elicited from phase 1 will already be in a database. For the information in
phase 2, it is appropriate to “cluster” matching competitive issues together and subsequently
1dentify and prioritise a set of key competitive issues for the sector.

¢ Using the information to develop a vision
The motivation for a sector strategy is the creation of a vision for the sector for the next 10-15 years.
The information provides a framework in which the vision can be given shape and dimension.

¢ Translation of the information

In consultation with the applicable companies of the sector, translate the information into individual
development actions which focus on aiding companies of the sector address the competitive issues
identified and ensure that the limited resources available will be most effectively used in facilitating
the overall sector development plan. The companies are the best source of information regarding
what they need and how support should be delivered.

Attributes of a sector strategy
Based on current research conducted by Monash University in which past Australian industry plans
are analysed from an industry perspective, a sector strategy should have the following attributes:
+ Vision. To identify the vision for the sector at the end of this strategy.
¢ Relevance. :
— A sector strategy must focus on the relevant areas of concern as recommended by the
companies themselves.
— Understanding of the dynamics of the sector. To develop a strategy that “fits” the
business dynamics of the sector and is consistent with market forces.
Quantifiable goals and targets
Monitoring mechanism. To systematically assess the effectiveness of the strategy.
Ongoing development. A commitment to the strategy and the sector through ongoing
monitoring and necessary changes to achieve the vision.

SECTOR PERSPECTIVES

Food

The food processing industries are currently the second largest manufacturing industry sector in the
Kingston and greater Dandenong region. There are around 114 food processing locations employing
over 4500 people. The region has a wide spectrum of food manufacturing establishments - from
local bakeries through to soft drink bottlers such as Pepsi and Linton Park, snack food
manufacturers such as Smiths, seafood and poultry processors and also Asian and European
specialty food processors. Developments in this sector will undoubtedly impact on the region.

Meat and dairy products dominate the national and international activity in the sector. In the region,
the more diversified structure to the sector suggests the sub sector ‘other food products’ may be
more representative.




The various activities encompassed by ‘other food products’ are not particularly internationally
focussed. This is not expected to change significantly with exports in 2001 expected to account for
much the same proportion of domestic production as they do now. Imports, however, are more
significant to this sector than the others: in 1993-94 they constituted 10.6% of total sales, although
this will decline to less than 8% by 2000-01.

Shorter term prospects remain healthy overall, with sales growth forecast to peak at almost 16% for
the first quarter of the new financial year. Although this will be followed immediately by a small
decline, growth is tipped to resume from March 1997 onwards.

After a very slow year in 1995-96, investment is expected to be accelerating for all but one year
before 2001. The industry’s capital stock will record smoother, but sturdy growth over these years.
With employment levels unlikely to change greatly from 1994-95 to 2000-01, labour productivity
will exhibit steady growth in the vicinity of 5% (annual average) for the next five years.

Total sales and domestic production of beverages and tobacco are unlikely to move greatly in either
direction over the forecast horizon. Exports will grow steadily - at around 6% - for most years
between 1995-96 and 2000-01, indicating that domestic consumption will be virtually static over
the same period.

The changing nature of federal state fiscal relations is likely to be felt most strongly in this sector. If
commonwealth specific purpose grants are diminished (as expected), state governments are likely to
target alcohol and tobacco to make up the revenue shortfall, as they have done in the past.

One noteworthy development is the continuing internationalisation of the sector - import sales
significance will exhibit some growth, while the proportion of production exported will grow by
30% over the next five years.

The opportunity for this sector is to be more outward looking to expand its market. Many of the
companies are small to medium sized and lack the resources to launch major marketing activities.
Successful regional marketing (labelling) examples have been created by New Zealand, Tasmania
and, to a lesser extent, King Island. there appears to be an opportunity for regional companies in the
food sector to begin collaborating with a clear marketing objective.

Textile, Clothing and Footwear Industries

The textile industries make up over 4% of the manufacturing output of Kingston and Greater
Dandenong. However, they form a significant part of Melbourne’s textile industry with 12% of
Melbourne’s textiles being produced in the region. The region boasts over 250 textile manufacturing
locations employing over 3000 people. A wide variety of products including uniforms, fashion
garments, footwear, carpets, awnings, tarpaulins and knitted fabrics are manufactured in the region
in large and small establishments. Brand names such as Puma, Dunlop and Kookaburra (laces) are
found in the region.

This sector is, in reality, two/three sector but for this analysis, textiles will be looked at separately
from clothing and footwear.

Textile Industry Trends

Sales of domestically produced textiles, fibre yarn and fabric are expected to increase by 5% to just
over $3 billion in the 1996-97 financial year. This will induce production increases in the order of
6% over 1995-96 levels. Exports are projected to grow by around 5.6% and the net effect of buoyant
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domestic and overseas sales will be a slight run down of inventory stocks. The stocks-to-sales ratio
will shrink from 77 to 73%. Imports will contract by 3% causing their share of the domestic market
to fall to 35%. Investment by Australian firms is expected to rise nearly 51% above the
comparatively low levels recorded in 1995-96.

A high proportion of this investment will be in quality improvement and training, the need for
which has been heightened by the thrust into export markets and the desire to gain accreditation to
international quality standards. Other types of investment could be adversely affected by the
removal of the tariff concession system but, at this stage, the likely effects are difficult to quantify.

The number of persons engaged in the textiles, fibre yarn and fabric sector is forecast to increase
marginally in 1996-97. Labour productivity will improve because of the faster growth of output
over employment. This will also give a boost to total factor productivity.

Sales of other textiles are expected to continue their downward trend in 1996-97, falling by 2% to
$1 billion. Lower factory orders will translate into a 16% reduction in domestic production.
Inventory stocks will fall, but the stocks-to-sales ratio will rise because of the greater proportionate
fall in turnover. Exports will increase and imports will experience a slow down, after many years on
the upswing. Investment is forecast to increase by 9%, but employment will drop because of the
diminishing labour intensity of production in this sector. Labour and total factor productivity will
decline because of output reductions.

The textiles sector has a totally different structure and business framework when compared to
clothing and footwear. Textiles are driven by high capital machinery, usually imported, a skilled
workforce and a high proportion of imported materials.

In competitor terms the textile sector has a high entry cost. Textile companies differ from clothing
and footwear in respect to their markets and have limited competition in the domestic market. Many
textile companies now export the major proportion of their products, whilst others are just starting
to export. In regional terms, it will be important for regional tertiary educational institutions to make
sure they maintain close connection with companies to ensure skill training of local people
particularly relating to the machinery and systems is kept at the leading edge of industry. This
industry support should attract any new entrants to the region. If there are two areas where
improvement is needed to be competitive in the world market it is textile design and marketing.

Clothing and Footwear

The clothing and footwear is a different case since they have contracted substantially over the life of
the TCF plan and only the competitive companies remain. The industry plan has not created a
positive environment for investment in this sector. If anything the plan is promoting an accelerated
decline of the sector and a convergence of living standards with the cheap economies. The
companies that exist today feel under siege, unwanted, no confidence of any future under the
national industry policies. This, in itself, offers an opportunity for the region to provide leadership
and support, a clear strategy to make clothing and/or footwear a feature of the region’s T.C.F.
industry. This is particularly relevant as overseas buyers of cloths are beginning to view Australia
as the best place to buy quality product

Low cost entry categorises some clothing whilst others like knits require the latest machinery. To be
world competitive, skills and systems will be the important elements that the region can develop to
support this sector. A strategic opportunity may be the use of leather. Slowly Australian leather raw
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material production has improved to the stage where we have world quality skills which need to be
expanded.

Traditionally Italy has been a base for world leather production and utilisation. Australia now leads
the world in the use of leather for the automotive industry. However, this structure of the industry is
ageing and it is beginning to have problems in maintaining the skilled resources to rejuvenate this
sector for the next century.

This offers a strategic opportunity to become a significant world player over the next 10 years. The
close proximity to Asia, an abundant supply of raw materials only require the capturing of old skills
(shoes, clothing, upholstery already exist) and integrating these with modern techniques, machinery
and systems to build a world base for this industry in Australia.

Clearly, some collaborative investigation and a joint venture pilot involving the full supplier chain
would be appropriate for identifying the technical and business hurdles to be dealt with over the
next 5 years. The regional TAFE’S would be required to make a significant long term commitment
to acquiring, updating and developing the skills of the leather industry. The technical development
of new machinery would also be a component of the sector plan.

The environmental concerns about the leather industry may require some new environmental
engineering to be compatible with the regional expectations in the long term.

Wood

The wood and wood products industry in the region relate principally to the building and
construction sectors with a strong furniture component linked to these sectors.

Production in the June quarter 1996 is forecast to increase by 5.9% over the same period last year,
resulting in an average increase of 5% for the 1995-96 financial year. It is projected that the 1996-
97 financial year will see a higher growth rate of 6.3%, but over the years to 2000-01, the annual
growth rate is likely to decline gradually despite steady though small increases in domestic demand.
However, the recovering housing market together with the upsurge of investment around the end of
the century should see rising production beyond 2000,

A substantial decline in imports that has characterised most of the current financial year is forecast
to continue in the next financial year.

Paper .

Paper and paper products

Reflecting the downward pressure on pulp and paper prices, little production growth for the current
financial year is expected. However, steady growth in domestic demand and declining imports
during 1996-97 is likely to offset the price effects and to increase production by 6.1% for the net
financial year. It is forecast that slight slowdown of production growth is likely over the four years
to 2000-01 when a 4.4% of growth is expected.

Investment is expected to be bolstered by the approval of a pulp mill towards the end of the century,
resulting in an increase in production post 2001.

Printing, publishing and recorded media
After a negative 4.6% growth in 1994-95, a moderate growth of 2.2% is expected for the 1995-96
financial year in spite of falling imports. Both exports and imports are likely to rise strongly after
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1995-96 before slowing down during 2000-01, with imports constantly dominating exports. This is
partly driven by the shortage of domestic supply to domestic demand over the forecast period. This
situation offers opportunities for growth and development of this sector in the region.

Chemical
The region has a strong representation of companies in this sector, particularly in the ‘other
chemical products’ sub group.

The region accounts for almost 17% of Melbourne’s chemical industries. There are around three
hundred locations employing over 9000 people. Companies such as Dulux, Kiwi, Rainbow
Balloons and ACI have premises in the region. This sector provides almost 8% of the region’s
manufacturing output.

Sales of domestically produced, basic chemicals are forecast to increase over the next four quarters
because of strong demand for pesticides and fertilisers. Note that reductions in tariffs will see
import demand increase throughout the forecast period. The impending import threat and the
attempt by many companies to improve productivity should result in a steady improvement in
industry competitiveness.

Restructuring efforts will result in increases in the stock of capital and growth in the numbers of
workers employed in the industry. These factors are reflected in the high growth forecasts for
investment towards the end of the forecast period.

Growth in exports should stabilise at around 6% per annum towards the end of the forecast period,
indicating success in export markets. Combined with healthy growth in domestic producer sales,
total sales growth exceeds the growth in imports, indicating prospects for domestic manufacturers
look favourable.

Apart from the basic chemical sector which predominantly involves large companies, the majority
of the sector are small and medium sized companies. This group has shown the ability to create
product and in varying degrees, have dabbled in export. The opportunity for this sector is to be
involved in a regional utilisation of export expertise to provide support to expand the companies.

Non-Metallic

Almost 18% of Melbourne’s output of non-metallic mineral products originate in Kingston or
Greater Dandenong. There are around eighty locations employing over 1700 people. The output
from these sites accounts for around 3% of the regions manufacturing output. Companies with
premises in Kingston or Greater Dandenong include; Affordable Ceramics, Unitex Granular Marble,
Concrete Developments, Ampelite Fibreglass and Melbourne Glass.

Estimated domestic sales decline for the March quarter 1996 is 10.3%. This is consistent with the
magnitude of contraction in the two previous quarters. By the September quarter 1996, however,
sales activity is expected to recover to 5% four-quarterly growth. Sustained but diminishing
domestic producer sales growth is expected until 2000.

Export growth is forecast to turn downwards after increasing markedly in 1995-96. By December
1996, the growth in exports is predicted to fall to around 10%. It is anticipated that financial year
average growth will not deviate significantly from this level until after the turn of the century.

Many of the companies in this sector relate with the housing and construction industries. The
outlook set out above is not encouraging, however, restructuring and refocussing on the domestic
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and export market is ensuring committed and competent skilled resources are being retained in the
industry.

The opportunity for the region to support this sector is in the improvement of the companies
themselves to deal with a market climate that will be tough for the foreseeable future.

Basic Metal

The region has a small component of this sector both ferrous and non-ferrous which has a vital
support supplier role to the other sectors of the region. The region’s abiiity to maintain this sector
with leading edge support will be one of the important initiators to the region’s ability to continue
its growth into the next century.

In the short term, the task is made easier by the producer sentiment in the basic metal products
industry having been high recently, and that the producers are approaching the coming months with
optimism.

The opportunities to grow in this sector are likely to include export operations.

Fabricated Metal

This sector dominates the region’s activities, and the state as a whole. It provides an industrial base
of resource skills and experience to accelerate economic development which provides the region
with the capacity to become much more dominant in national and international terms.

General industry performance is approaching pre-recession levels as product demand improves and
the benefits of supply-side rationalisation begin to emerge. Increases in the growth of domestic
producer sales and exports combined with reduced import penetration justify the forecast increase in
domestic production. Furthermore, investment in labour and capital saving technologies should
simultaneously increase the average capacity utilisation rate, labour productivity and total factor
productivity and total factor productivity. A major blow was dealt to the fabricated metals industry
by the proposed removal of the DIFF program in response to the Federal government’s budget cuts.
This cut will be disguised in the short term given the industry gearing up to satisfy major mining
investments. Production is expected to be slow towards the end of the projection period even though
a DIFF substitute is expected to be announced post 1997 given the difficulty in re-establishing
connections with major recipients.

In the years to 2000, it is expected that domestic producer sales and domestically produced output
will rise by, on average, 4.6% per annum. Export growth is likely to be high with a growth rate of
around 7% per annum envisaged, slightly higher than the high 7% growth figure expected for
imports. The share of imports in total sales will decrease progressively, reaching a low 5.9% in
2000. Local investment by manufacturers is expected to decline rapidly over the period, resulting
from general industry rationalisation and the attractiveness of overseas investment options over
domestic opportunities.

Employment will fall after 1997 as a result of investment in capital-intensive technologies, causing
labour productivity and total factor productivity to rise gradually.

Transport

The region historically could have been titled centre of this sector in the nation but recent
restructuring of the major players in the automotive industry has changed the sifuation. In industrial
terms, this sector to Australia is like NASA to America. It is the industry that introduced the leading
manufacturing technologies and ideas into the industrial arena. Fortunately, the region in the years
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of having two major vehicle manufacture assembly plants spomed a number of supplier companies
with high levels of sophistication.

Transport equipment accounts for over 13% of the region’s output. Almost 17% of Melboumne’s
transport equipment output is generated in this region.

Sales of domestically produced vehicles are expected to diminish by a smali percentage each year in
the run up to 2000. Imports, on the other had, are expected to increase progressively, particularly
from South-east Asia where vehicle production is expanding rapidly, but also potentially from
Japan, if the yen loses some of its strength. Imports will be given a boost by annual tariff reductions
of 2.5% helping to reduce the cost of imported vehicles. The growth of imports, in conjunction with
the loss of local market share, may mean that recent record profits, reported by General Motors
Holden and ford, will not be repeated.

For local manufacturers, profitability will come as growing exports with overseas sales of
Australian motor vehicles and components likely to increase by at least 5% a year. Exports will be
facilitated by recent investment in the industry, helping to transform production standards to world
class, and by continued high levels of investment forecast for 1996-97.

Employment in motor vehicles is expected to increase to 1998, but to diminish thereafter as a new
round of mini-restructuring comes into play. Labour productivity will fluctuate but generally remain
at a high level in relation to recent years. Total factor productivity will come down at first,
reflecting recent increases in the industry’s capital stock, but then stabilise in the latter years of the

century.

Clearly the growth of the motor vehicle market in Asia offers significant export opportunities which
all suppliers must address. It is this area and the development of the companies themselves where
support infrastructure is likely to provide most benefit. However, industrial dynamics dictate that an
export operation must arise from a solid advanced domestic market.

Early in the new century, the traditional automotive industry in Australia will finish unless there are
significant forward-looking changes made to the car industry plan later this year. This opens up an
opportunity, even a fundamental need, to redirect the region’s pool of automotive expertise into a
next century car industry. This could be in a niche market high variation environmental cars.
Australia has had the environmentally improved car technology for 10 years. The existing car
industry will not adopt it. Australia has 2 or 3 small potential rival car manufacturers outside the
mainstream. The region can supply all the components as well as having automotive development
interests in tertiary institutions.

There is a 4 year lead time to establish one possible 2 niche manufacturer focussing on
environmental cars for the next century. Naturally, export would be part of the start up plan initially
modelled on the small Italian car operation, manufactured using the latest materials and technology.

The region also has companies involved in other transport areas, particularly trains and trams.
Shipbuilding and aeroplanes are not strongly represented but suppliers to these sectors are in the
region.

Much of this business for other transport relies on public spending in this context the resurrection of
the fast train concept for Australia and the development of Asia suggest the support role for this
sector is in terms of marketing the region’s industrial capacity and ensuring this sector is in
competitive with leading edge R & D and Support services.
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Machinery, Equipment & Miscellaneous

Machinery & Equipment

Growth in domestic producer sales and strong growth in exports provide the basis for a slight
increase in production over the forecast period. Import penetration should remain high - growing at
about 4.8% per annum - facilitated by a reduction in tariffs.

Although exports are forecast to increase markedly, the value of exports is likely to remain only one
quarter of the value of imports.

Firms included in this category must typically invest heavily in research and development if they
are to remain competitive; such is the nature of technologies incorporated in computer products and
other consumer goods. Hence, although aggregate investment growth is expected to average 12.1%
until 2001, additions to capital stock will be small and employment growth will be negative with
most investment funds directed towards technological improvement of both products and processes,
reflected in productivity increases.

Miscellaneous Manufacturing

This region has a diverse representation of the ‘Miscellaneous Manufacturmg sector products
manufactured in the region include; kites, trophies, storage systems, puzzle mats, musical
equipment, baskets and sports products. The region produces 25% of Melbourne’s miscelianeous
manufacturing. Miscellaneous manufacturing makes up 12% of the regions manufacturing output
and employs over 2000 people at over 280 locations throughout Kingston and Greater Dandenong.

Domestic producer sales are expected to show strong consistent growth in all years from 1997 to
2000. Growth in export revenues is forecast to be in high single digit figures. The strong demand in
domestic and overseas markets will foreshadow domestic production increases commensurate with
the sales growth. Inventories are expected to increase in value terms over the forecast horizon, but
the stocks-to-sales ratio will remain roughly constant at around 45%. Import growth will be
pronounced, particularly towards the end of the decade, with the share of imports in total sales
increasing to 34%. Investment in the sector is expected to increase in small annual increments and
employment growth will remain positive, at 3.6% per annum. The annual increases in employment,
in conjunction with moderate output growth, will mitigate against significant improvements in
labour productivity and therefore also keep a lid on further major advances in total factor
productivity.

It is in this broad category that the new industries are initially categorised. These include
biotechnology suppliers and scientific and medical equipment manufacturers which have a strong
presence in the South-east. It also includes advanced manufacturing technology equipment,
environmental products, telecommunication and computer HW & SW.

It is in this sector, which is already substantial that the region needs to adopt a longer term approach
to expansion and diversification of industries. Many of the companies are vital to the ongoing
development of other sectors. If there is one sector that will influence the ability of the region to
develop into the next century it is the machinery, equipment and miscellaneous.

Local purchasers of machinery and equipment often travel the world to review machinery that has
its equivalent produced in Australia. The justification of the trip is the purchase of equipment
usually more expensive than the local product.
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The avaitability of local product needs to be promoted to local users. The local manufacturers need
support in export and marketing into the diverse Asian markets. The technical R&D support to these
manufacturers should be integrated with the tertiary institutions for two reasons. The first is to
advance the local product technology to a leading position and, secondly, to ensure education and
training includes operation of leading equipment technology.

IMPLEMENTATION OF SECTOR INITIATIVES

The utilisation of sector initiatives is a notorious graveyard for good intentions. This is because
most initiatives aimed at changes such as new products or new markets. These are not short term
solutions nor are they easy. If they were, someone else would already have done it.

The problem for Australian companies is that in many cases the world competition has already done
it. How? The common denominators are community support, leadership, commitment and
coercion. Fortunately, the human race is blessed with 10% of leaders and the companies from south
east Melbourne involved in the Regional Industry Collaboration groups are demonstrating that the
region has its share of Ieaders. People prepared to try new directions, make changes, step out into
the unknown. They do not necessarily represent the most advanced companies.

Commitment is about belief in our own vision of what we want and where we want to go. Without
this, the motivation to maintain commitment through the tough times of trying to make progress
ahead of the competition will fail. Commitment to sector initiatives needs to be medium to long
term {3-7 years).

It is in these two principle areas where past sector initiatives have failed. Most sector initiatives
relate to sharing resources for specific goals for the common good. Either someone doesn’t want to
share the common good or is not prepared to share the resources. Ultimately, the leaders get left on
their own.

Coercion in other parts of the world is used to prevent this break up in new initiatives particularly if
support resources have been provided to facilitate change and create wealth for those companies
involved in the initiative for the nation.

Coercion as described above in Australia is not known. It is used in many other countries to make
change in the first place and to create a nation’s wealth second. The closest Australia has come to
coercion was the industry plan of the 1980’s, the problem was that the plans forgot to include
creating the nation’s wealth.

Australian style democracy promotes complacency in industry its equivalent to the boiling frog
anecdote - industry is being boiled alive. Industry needs to jump out of the boiling water if it is to
survive.

The key to implementing the sector initiatives will be to work with leaders, those who are
committed to collectively developing a sector in the world market, do not attempt to make up the
numbers.

Ensure that these leaders do have a vision not only for themselves but compatible with the region’s
goals. Such groups are formed, they do not just happen. Therefore, detailed knowledge and
understanding of the companies in each sector in the region is essential for facilitators to identify the
key players to create and launch sector initiatives.
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It must be recognised that companies that do commit and participate receive support from the
community and government will and must benefit in the short and medium term if the additional
wealth creation benefits are to flow into the community in the medium and long term. When the
leaders benefit then others will follow. The community and government support principally is for
~ blazing the trail carrying the risks. The same levels of support should not be provided to the
Jollowers who only change activities when the risks have been minimised.

In that sense, it is essential supported initiatives open up highways for others to travel, not create
concealed gateways for the leading few.

CONCLUSION

An economic strategy is part of the long term direction finder process for the growth and
development of a community. The success of any strategy whilst heavily dependent on
implementation is not assured, because the externalities change and the quality of the input
information to the creation of the strategies in the first place is variable. To achieve the best results
the strategy needs to be reviewed each year, the input information needs to be continuously
improved and the commitment to achieve the vision tenaciously maintained.

It will be the declaration and presentation of the vision and the clear comparison between the
present and the vision that provides the motivation for action. The writers involvement with the
- community in the development of this strategy have been encouraged by the willingness of people
in the region to take new paths, new ideas and employ them. This attitude needs to pervade every
corner of the region to create the team approach which is a fundamental element of the Economic
Strategy presented in this document.
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