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Preface: The accumulated insights of State of the Regions reports

Core objectives

The core objectives of the State of the Regions reports (of which this is the eighth) are to:-

1. present the latest statistical indicators (for this report to 2004-05) describing how Australian
regions are performing;

2. analyse the indicator trends in terms of growing equality and inequality between Australian
regions;

3. make suggestions for the policy implications of current Australian regional performance (this
2005-06 report focuses on the role of infrastructure and, in particular, transport and related
infrastructure);

4. steadily expand the indicators used to measure regional performance (in this report the new

indicators focus on access indicators for the employment and retail infrastructure);
5. describe the reality of regional economics; and
6. to assist local government to understand their region and to provide useful planning tools.

This and previous State of the Regions reports together provide a coherent framework for analysis and
understanding of regional development and also provide the foundations for planning and policy
direction. The reports reveal regional economic development issues and assess the effectiveness of
policies in removing road blocks to regional economic development. The benchmarks used are
derived from the concept of convergence and divergence.

In order to understand the forces of divergence/convergence in economic performance successive
reports have developed a list of Stylised Facts. Stylised Facts are “facts” which in relation to a
specific driver or influence for regional development describes the most probable influence. The
“facts” will not apply to all regions.

Each successive State of the Regions report either adds to the list of Stylised Facts and/or adds
additional validation to the operation of the “facts”. This 2005-06 report largely produces added
evidence to reinforce previous conclusions as to the nature of the facts.

Accordingly, the Stylised Facts of previous State of the Regions reports will be redefined and the
supporting evidence generated in the 2005-06 State of the Regions stated. This report adds three more
Stylised Facts.



The Stylised Facts

There are 12 Stylised Facts in all. Stylised Fact 12 is the “fact” developed in the 2005-06 State of the
Regions report.

Stylised Fact One

The capacity for realised sustained innovation is for most high-income economies without a
unique and extensive natural resource base is now the core longer term driver of economic
growth.

Stylised Fact Two

The innovation/knowledge capacity of an economy is now largely determined at the regional
level. That is, given Stylised Fact One, those high income economies which maintain sustained
growth will tend to be economies which establish a number of successful knowledge-based
regions.

For Australia the figure below demonstrates the empirical relevance of this Stylised Fact in the
Australian context. One indicator of capacity to create knowledge and innovation is patent activity.
The figure below shows that there is a good correlation between the economic success of a region
measured in terms of non-mining gross regional product per person employed and patent activity. The
data in the figure is for the 64 regions of this report.

GRP (minus mining) per person employed vs Patents: 2001

120,000 -
s 100,000 A
(="
e g
£ % 80,000
E
g 2
£35 60,000 A
g =
S E
A o
& 40,000 4 .
R*=0.62
EU,OOU T T T T T T 1
0 10 20 30 40 50 60 70

Patents per 100,000 capita — 1994 to 2003



Stylised Fact Three

For much of the 19" and 20™ centuries nations and regions tended to converge in terms of
economic performance. The rise of the importance of the knowledge-based regional economy
has made divergence in economic performance between regions a possibility for long periods a
reality.

Those regions in the above figure which have high patent and GRP (non-mining) per person employed
in the main are in the regional grouping which is standard to the State of the Regions reports and
which are designated the core metro region. These regions have the highest net per capita flow of
funds into the household sector and the absolute economic superiority is increasing. In 2004, for this
report, the core metro regional grouping had a level of net household income from business that was
46 per cent above the level of the poorest regional grouping, namely the production zone. In 1999 the
superiority of the core metro region was 42 per cent above the poorest region.

This economic performance is after taxes and benefits. In terms of market incomes (wages, profits,
etc.), the core metro region had a real increase in per capita of $3,680 between 1999 and 2004. This
was 46 per cent above the increase for the regional grouping with the next largest increase in market
income. It was 60 times the increase for the regional grouping (that is, the production zone), with the
lowest increase in market incomes per capita.

In short the analysis of this report reinforces empirical relevance of Stylised Fact Three.

Stylised Fact Four

The rise of the knowledge-based regional economy has meant that the classical mechanism for
regional convergence in economic performance, namely real wage adjustment, has become a
weak force.

Under the neoclassical model, if a region’s economic performance was poor unemployment would
increase and real wages would fall. Investment and production would be transferred from a region
with high real wages until convergence in living standards is achieved by real wage declines in
previously high wage regions.

The Australian SOR Global Sydney region has the strongest knowledge foundations and also the
highest hourly wage rate. This report quantifies that between 1996 and 2001 the remainder of
Australia generated only an additional $1 billion of household income growth as a result of the
transfer of production out of Global Sydney, because of Global Sydney’s high real wage rate. Global
Sydney easily offset this loss on household income by the increase in the skills intensity and lifestyle
choices of the region.

Stylised Fact Five

To be a successful knowledge-based region, regions need to have a high concentration of high
skilled (scientists, engineers, etc.) designer global knowledge workers. These workers tend to
migrate to regions with scale and diversity of social and community infrastructure and cultural
and lifestyle choices.

The figure below shows the strong relationship between global knowledge worker concentrations and
knowledge creation (that is, patent activity). The 2002 State of the Regions also showed a high
correlation coefficient between community infrastructure/lifestyle choice and concentrations of global
knowledge workers across Australian regions.
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Stylised Fact Six

For similar industries productivity differentials between regions tend to be eliminated relatively
quickly.

The figure below shows the lower the productivity levels in 1991 (that is, GRP per employed person
across Australian LGAs), the higher the productivity growth rate for 1991 to 2001. The following
figure was presented in the 2003 State of the Regions report.

Growth in non-primary GRP productivity 1991-2001
versus 1991 non-primary productivity — Australian
Local Government Areas
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Stylised Fact Seven

The market forces for convergence in living standards between regions tend to take the form of
the elimination of productivity differentials and the outflow of population. That is, the incomes
in per capita terms are increased towards the levels of the high income regions.

The 2005-06 State of the Regions report documents the improved economic performance of the rural
regional group over the last few years. That is, per capita real incomes have improved significantly
relative to some other regions. This has been driven by:-

(i)  productivity growth rates increasing the real incomes of those who remain in employment;
(i1))  high gross out-migration of the unemployed and younger workers; and
(iii) concentration of population and industry clusters around major provincial centres.

The improved economic performance of the rural group is now producing increased net migration
flows into the region as a whole.

Stylised Fact Eight

Those regional centres which have successfully helped improve the economic performance of the
rural region have been ones with high employment growth relative to population growth which,
in turn, has occurred in provincial cities that:-

U maintain a population growth rate in excess of 0.3 per cent per annum;

U develop diversified lifestyle and cultural choices for residents;

U develop scale in a small number of non-mining and non-agricultural industries; and
a

develop inter-regional export capacity in business and/or education services.

Stylised Fact Nine

By itself a too high a concentration of population 55 and over will reduce regional productivity
and increase unemployment while a high share of the working age range of 25 to 54 will increase
regional productivity and will reduce unemployment. Migration inflows in the younger age
ranges tend to reduce unemployment. Migration inflows in the older age ranges tend to increase
unemployment.

The evidence for this Stylised Fact was outlined in the 2003 State of the Regions report. The 2005-06
State of the Regions report finds that the general ageing of the population as reflected by the increase
in the share of the population over 54, between 1996 and 2001, across Australian regions reduced
industry productivity and reduced total household income by $847 million.

Most of this income loss occurred in the lifestyle regions, along the New South Wales and Queensland
coastlines, with a total household income loss of $717 million.

The inference of this Stylised Fact is that a balance in the net migration impacts across all age groups
is desirable to maximise regional productivity.



Stylised Fact Ten

Because of the weakening of the market forces in driving convergence in economic performance,
a high level of government intervention in driving regional economic development is now
justified, at least to the same extent as was the case in the past.

Stylised Fact Eleven

Regions are successful because enterprises in these regions are successful. To assist enterprises
to grow, policy must explicitly focus on developing and strengthening the emerging flexible
entrepreneurial supply lines of industry clusters on which knowledge based economies are
founded.

Policies to establish a successful regional economy require complex policy strategies involving a
whole of government approach. Important components are policies designed to strengthen the
networks that link the institutions, organisations, enterprises and key personnel within regions and to
strengthen regional supply chains.

Stylised Fact Twelve

Infrastructure in general, and transport infrastructure in particular, together with urban design
are key instruments to implement the policy implications of Stylised Facts Ten and Eleven.
Infrastructure makes social networks more efficient, minimises production costs, increases the
scale and efficiency of labour markets and promotes sustainable growth. For maximum
efficiency in infrastructure implementation there should be a degree of local government
involvement in the funding and implementations of infrastructure projects.

Stylised Fact Twelve is the core finding of the 2005-06 State of the Regions report. This report finds
that:-

U as a result of other Australian regions not having the same social and human capital standards
per capita as Global Sydney, the loss of household income was $43 billion nation-wide;

O  as a result of the rest of Australia not having the same scale in labour market catchment,
industry concentrations of activity and balance in terms of the demand and supply of skills, the
cost to the nation was $16 billion in 2001;

O as a result of the rest of Australia not having the same quality transport, communication and
other links to the rest of the world as Global Sydney, the cost to the nation in terms of
household income was $37 billion.

The report finds that there is considerable cost to the nation from Global Sydney not being supported
by the level of research, development and education institutions required for the region to be
competitive with the rest of the world.

Of course, it is one thing to establish the costs in terms of foregoing income of differential standards of
infrastructure provision between regions. It cannot be inferred that these costs should necessarily be
removed. This depends on the costs of the infrastructure that would have to be installed and the
benefits generated in terms of the convergence of economic performance. These investment
requirements will be explored in the 2005-06 State of the Regions report.



Stylised Fact Thirteen

Given Stylised Facts One and Two, internet-based communications infrastructure is becoming
an increasingly important driver of economic growth. This is because sustained export success
in non-resource based industries relies on reaching a high level of sophistication in using the
internet to integrate production, marketing and innovation efforts into domestic and world
supply chains. This in turn requires access to quality internet communications infrastructure.

If Australian firms are to be integrated and remain in world supply chains, which is essential for
sustained export success, they must have access to world best practice internet-based communications
infrastructure. If this cannot be achieved, then the place of Australian firms in world supply chains,
and hence exports, will be reduced with the goods and services given to firms in countries that are
better provided with communications infrastructure.

Stylised Fact Fourteen

The provision of quality communications infrastructure is a particularly important driver for
rural and provincial regions, to offset the implications of Stylised Fact Three. These are the
regions that are often most neglected in the provision of quality communications infrastructure.

One of the reasons for the current realised disadvantage of rural and provincial areas, in terms of real
incomes per capita and employment generation, is past under-provision of quality communications
infrastructure. If this differential is removed, these regions have the most to gain in relative terms
from additional economic development. They have potential to reach a higher level of internet use
that unlocks export potential, which is particularly important for these regions since they are relatively
highly trade exposed. Access to quality internet-based services is just as important to the farmer as it
is for advanced research and development organisations.

Stylised Fact Fifteen

The provision of quality infrastructure is one thing. Equally important is to ensure that the
regulatory regime, and/or the market conduct of service providers, results in it being used
effectively and efficiently.

This Stylised Fact is clearly demonstrated in this State of the Regions report by the analysis of the
current broadband cap placed on the current provision of broadband services. Stylised Fact Fifteen is
in fact a tautology.

There is a corollary to this Stylised Fact. The survey of local government personnel revealed an
interest in communications infrastructure, which is probably less than ideal if political pressure is
brought to bear to ensure best practice outcomes. It is important for optimum outcomes that local
government interest themselves in matters that may extend beyond their narrow focus. That is, unless
there is awareness and political pressure, either optimal infrastructure will not be provided, or
provided at inefficient operating standards.
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1. Summary of the 2005-06 State of the Regions report

1.1 The role of telecommunications infrastructure in the development of
economic growth

It is often stated that, as a driver of economic development in the 21* century,
communications infrastructure is as important as roads and railways were in the 19"
century.

The proponents of the importance of increasing the knowledge intensity of production for sustained
competitiveness of almost any industry often claim that communications infrastructure, as a modern
driver of economic growth, can be compared to the role of roads and railways in the 19" century. The
investment in ports and railways over the second half of the 19" century allowed the opening up of
much of fertile Australia. This is because agricultural and mining-based products of these areas could
economically be transported to markets anywhere else in the world. The construction of new railways
drove economic growth because it enabled profitable private sector investment in farms, mines and
towns.

Perhaps with hindsight it is transparently clear why ports and railways drove economic and regional
development in the 19" century. It is less clear why communications infrastructure should have the
same role in the 21% century. However, to those who have insight into the modern drivers of
economic growth, there is no mystery at all.

Communications infrastructure is a key driver of economic growth because it enables
the intensification of the networked economy.

The importance of networks in driving economic development stems from Stylised Facts One, Two
and Eleven. Flexible entrepreneurial supply chains are built by speeding the commercial development
of research and development, and by adopting new production technologies, which is a just-in-time
philosophy of meeting customer requirements. Inventory control requires firms to be networked, not
only with other firms in the supply chain, but also with supporting institutions such as universities.

Communications infrastructure is the pathway for linking customers and firms in the supply chain and
supporting institutions. It enables the network economy to develop.

Communications infrastructure is particularly important for Australia. The so-called “most successful
knowledge-based regions”, or global cities, have diverse industry structures and supporting
institutions. Many aspects of networking can take place face-to-face. Australia, with its long
distances and small regional industrial bases, has to rely much more on communications infrastructure
to achieve the standard of network productivity that is available in the more successful knowledge
driven regions overseas.

At the enterprise level it is well understood that sustained competitiveness requires
using the internet at best practice intensity to minimise costs and maximise the rate of
innovation.

The internet has accelerated the rate of integration of modern supply chains. It allows enterprises to
exchange a wide range of information to maximise the efficiency of the chain, including production
scheduling, inventory control, product shipment schedules, and so on. It enables real time monitoring
of changing demands and market trends and minimises lead times by speeding supply chain responses
to these trends.
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It provides a platform where whole supply chains can become involved in identifying and prioritising
areas for product and process improvements and developing the research and development responses
to ensure that successful innovation is carried out and implemented.

Those supply chains that are integrated around the internet can have a 10 per cent or more cost
advantage over supply chains that are not so integrated. More importantly, internet-based supply
chains have a much shorter innovation time compared to supply chains that are not internet-based.

Those enterprises which cannot obtain best practice internet services will fall behind in their ability to
remain in supply chains, whether the supply chain be Australian focussed, or an Australian enterprise
in an international supply chain.

To remain competitive enterprises must aim to use the internet at the highest level of
intensity.

There are clear stages in the use of the communications infrastructure that represent an increasing
degree of involvement in the modern networked economy. As Table 1.1 indicates, six e-stages can be
identified.

Table 1.1 Stages in commitment to a networked economy
Stage  Technology use Stage description Use
0 Phone - No use of computer ~ None Make and receive calls from customers and suppliers
1 Computer Processing stage Word processing, image and data processing
2 Internet Communication stage  Research, e-mail, order product or services
3 Web site Information stage Online brochure, promotion, e-newsletter, simple
Web metrics, receive orders etc
4 Intranet or Interactive site Transaction stage Sell products/services, online bookings, share
resources within business etc
5 Extranet or integrated Integration stage Supply chain management, share resources with
process customers or suppliers etc
6 Best practice involvement Transformation stage ~ Technology enabled customer and content focus to
in networked economy all business relationships

A firm generally needs to have the objective of reaching Stage 5 or 6 to be competitive in the modern
networked economy. However, if internet access is not available, or is of poor quality, this objective
can not be achieved.

Access to, and the quality of, internet communications infrastructure and services has, therefore,
become a strategic issue for economic development.

The communications infrastructure that is particularly important as a driver of growth
is that part which enables the delivery of high speed internet access.

Copper wire communications infrastructure has been around for telephones. Much of this inherited
infrastructure will still be of use in the networked economy, that is the parts which can be used to
deliver high speed internet access.
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The speed of internet access depends on the bandwidth of the technology installed, which connects the
user to the internet. Fibre optic is the ideal long-term solution. Fibre optic offers extremely high
bandwidth. Fibre-to-the-home (FTTH) will, perhaps, be the long run goal. Its costs, however, have
meant that the focus has been on less costly, albeit more restrictive, bandwidth technologies using
parts of the inherited copper network.

Access to the internet is obtained via an internet service provider connected to the telecommunications
network. The ideal would be to connect the home to the nearest exchange, and so to the high-speed
network, with optic fibre. In the short-term the focus has been on using the existing copper wire that
connects the home or business to the exchange. This technology is called xDSL. The ‘x’ is changed
to reflect variants of the technology. The entry level technology, which has been made available to
most Australians, is designated ADSL.

As the figure below indicates, xDSL technology works by placing a DSL modem in the home or office
and a DSLAM (DSL Access Multiplexer) in the exchange. The DSLAM aggregates the connections
from the customers connected to the exchange to provide a high capacity connection to the internet.
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There are two features of xDSL technology that dominate decisions in the expansion of the
communications infrastructure. One feature is that bandwidth performance, as measured by download
times expressed in megabytes per second (Mbps), declines the greater the distance of the customer
from the exchange. The second is that xDSL technologies differ in performance standard and cost.
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The situation is described in the above figure. The initial internet connection technology, relying on
the existing infrastructure, allowed a constant 0.5 Mbps connection to the exchange over distances up
to 5 kilometres. ADSL can provide increased download speeds of up to 8 Mbps, but only to
customers within 1 kilometre of the exchange. Beyond 1 kilometre, speed declines until the 5
kilometre mark, when the download speed becomes the same as the initial service. ADSL2
technology, currently becoming available in Australia, allows an improvement to 12 Mbps for
customers close to the exchange with a similar decline in performance until the 5 to 5.5 kilometre
mark, when it again becomes the same as the initial basic service.

VDSL technology, now being rolled out elsewhere in the world, considerably benefits customers close
to the exchange.

Other xDSL technologies not shown in the figure include: HDSL, IDSL, RADSL and SDSL.

The access of Australians to ADSL depends on having enough households within
5 kilometres of an exchange that are willing to take up the technology to justify the cost.

The cost of equipping an exchange area servicing 3,000 households (assuming 20 per cent take-up)
with DSLAM equipment for ADSL (equipment, spares, interface cards, etc.) is a little over $400,000.
This assumes that the households are within 5 kilometres of the exchange. Those living outside the 5
kilometre limit will miss out. Those exchanges which do not have enough households within the 5
kilometre limit to justify the ADSL investment are unlikely to become ADSL-enabled.

For the 2005-06 State of the Regions report National Economics estimated, as at mid 2005, the number
of ADSL-enabled exchanges and the percentage of population likely to have access to an ADSL
enabled exchange.

The results for each SOR region are given in the Appendix 1 of this report. The ten highest and the
ten lowest SOR regions by percentage of exchanges enabled are given in Table 1.2. Not surprisingly,
the inner city regions have 100 per cent, or near 100 per cent, of exchanges enabled, while the lowest
percentages of exchanges ADSL-enabled are in rural areas. The following two figures show the
implications for Australia in terms of per cent of population with ADSL coverage and the land mass
covered.

Table 1.2 SOR regions: ADSL broadband coverage — per cent of exchanges enabled — ten highest
and ten lowest regions
Highest coverage Lowest coverage
Region Coverage % Region Coverage %
Adelaide Central 100.0 SA Murraylands 6.4
Global Sydney 100.0 WA Wheatbelt-Great Southern 8.3
Melbourne East 100.0 SA Eyre and Yorke 10.0
Melbourne Inner 100.0 VIC West 10.4
Melbourne South 100.0 WA Gascoyne-Goldfields 11.3
Sydney Inner West 100.0 NSW Central West 12.1
Sydney South 100.0 SA South East 16.0
Melbourne North 94.9 VIC Central Highlands 17.2
Sydney Mid West 91.9 QLD Agricultural SW 17.4
Sydney Outer North 91.9 NSW Far and North West 17.6

Source: NIEIR analysis.
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ADSL coverage:
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The bottom line national outcomes for ADSL coverage are:-

U 90 per cent of the population has been covered;
U by enabling of 35 per cent of all exchanges and covering;

u 1.9 per cent of the nation’s area.

There are strategies available to improve xDSL coverage and performance. Compared
to countries such as Japan, Korea and some Western European countries, Australia
appears to give such strategies low priority.

Overseas governments are aggressively implementing strategies to ensure that as great a percentage of
the population as possible has access to internet services at best practice performance levels. They are
aggressively implementing:-

O  high level xDSL technologies;

O  infrastructure to improve the xXDSL performance within the 5 kilometre catchment; and

U infrastructure to increase the exchange coverage beyond the 5 kilometre limit.

Some countries are leap-frogging the xDSL technologies by installing fibre-to-the-home technology.
Australia appears to be steadily falling behind in the ranking of countries with a significant proportion
of the population having access to best practice internet services.

If Australia continues to fall down the internet service quality rankings, this will eventually undermine
the competitiveness of many Australian exporting enterprises. These enterprises are part of
international supply chains. As supply chain management technology advances, it assumes increasing
standards of internet service quality, especially increasing download and upload speeds. If Australia
falls behind, an increasing number of exporters may well feel that they cannot operate as efficiently in
the supply chains as other firms elsewhere in the world who do have access to best practice
infrastructure. This will result in the enterprise being dropped from the supply chain at the cost to the
nation’s export performance.

A core strategy to both extend the coverage area and improve the performance levels is optic fibre
deepening. This uses existing copper wires as copper out nodes, which are connected to a junction
linking groups of customers to the exchange. Fibre-to-the-nodes (FTTN) runs fibre optic cable from
the nodes and then uses the copper link to the household/business. This has the effect of bringing the
customer closer to the exchange with overall improvements in coverage and performance. This can be
done at a relatively small cost, compared to FTTH strategies.

For solutions where the number of customers for a node is small, or for long distances to the node,
there are wireless options for coverage enhancement.

Local communities can take action to improve the quality and coverage of their internet
services.

If local communities do not have ADSL, or are unsatisfied by the quality of coverage, they can take
action to improve the quality and quantity of local communications infrastructure and associated
services. Role models exist for doing this in Australia, and the case study of the Bendigo Community
Telco is given in the report.
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The community telco model is straight forward. A community telco can be formed to either:-

U be a community reseller; by aggregating community demand through the community telco
entity and buying the wholesale access, services and products that are required by the
community and then resell these to the community who are now community telco customers;
and/or

U supplying infrastructure development. This model combines the community reselling model
with the need to invest and build local infrastructure that was not provided by the major carriers.

The process for establishing a community telco could be:-

U form a company to represent community interests with a group of local strategic partners,
council, bank, major regional businesses who are interested in building the regional economy,

and so on;

a build committed customer base;

U the company acquires rights to use the intellectual property and know-how to set up a regional
telco;

U raise capital;

U undertake a competitive tender to select a telecommunications provider to provide access,
services and ongoing support;

U continue to build a customer base in the broader community; and

U manage standards of governance in terms of financial issues, meeting statutory reporting

requirements and high standards of service, managing dividend payments and new investments
and ongoing strategy.

Of interest here is the fact that the French government has empowered local government with the role
of driving the expansion of quality internet communications infrastructure. Loans are provided to
enable local government to initiate the process.

In telecommunications, appropriate market conduct by infrastructure providers, as
ensured by the design of the regulatory regime, will be just as important as the actual
provision of infrastructure in determining the realised economic benefits. An important
step to increase the efficiency of the existing communications infrastructure, and
encourage investment in upgrading the infrastructure, would be to remove the current
capacity ceiling on internet service products.

In Australia the regulatory response to the decline in service performance, with distance from the
exchange, has been the imposition of a cap on download speeds at 1.5 Mbps. This has led to two
broadband products being available in the market, a Basic product at 0.5 Mbps and a Premium product
at 1.5 Mbps, provided ADSL is available.

The major reason why this cap approach has been adopted is the equality of services argument. The
cap means that there is a standard service available to all premises within 5 kilometres of an enabled
exchange. Those 5 kilometres away are given the same service as those within 1 kilometre of the
exchange, and therefore have no cause to complain about the distance — which, after all, is not their
fault. If uncapped services were provided, those closer to the exchange would receive a superior
service compared to those further away. However, this equity advantage is bought at severe cost in
lost economic opportunity.
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Table 1.3 The relationships between different broadband technologies

Distance Customer utility outcomes®

from ADSL ADSL2/2+ VDSL + ADSL2/2+  Catchment expansion

exchange

(km) Population ~ Capped Uncapped Capped Uncapped Capped Uncapped Capped Uncapped

0-5 6,413 7,124 11,044 7,709 14,303 7,709 15,424 7,851 17,262

5-55 776 0 0 555 555 555 555 947 1,770

55-10 2,811 0 0 0 0 0 0 2,689 3,427

Total 10,000 7,124 11,044 8,264 14,858 8,264 15,979 11,487 22,459

Average

utility

per

capita 1.1 1.7 1.2 2.1 1.2 2.2 1.2 2.3
Notes: All capped services based on 1.5 Mbps contract.

(a)  Customer utility is the square root of the download speed available to each customer and summed.

This report argues that the current capped service regime will:-

O  significantly reduce the efficiency of the telecommunications infrastructure installed;

u discourage expansion in the quality of the service offered (that is, discourage the adoption of
ADSLH+ technologies); and

O reduce the benefits of extending broadband coverage to greater than 5 kilometres from the
exchange.

In this report, a hypothetical, but realistic, example is developed for a provincial city of 10,000
population with 64 per cent of households being within 5 kilometres of the exchange. The study uses
the concept of customer utility, which increases with download speed not only because internet
interaction is quicker, but because more sophisticated websites can be accessed. Under ADSL
technology the cap limits total customer utility to 64 per cent of that available from current
infrastructure, were full uncapped services available. That is, there is potential for a 55 per cent
increase in the efficiency of the infrastructure installed.

It can also be seen from the table that under the current cap there is little incentive to install higher
performance broadband services. With capped speeds, the benefits of ADSL2 and ADSL2+ would be
to extend the broadband coverage of the exchange by 0.5 kilometres at 0.5 Mbps; and also to increase
the number of customers closer to the exchange able to access the full 1.5 Mbps. The overall increase
in the output of the system would be (8,264/7,124), or 16 per cent. Without the cap the actual
performance improvement from an ADSL2/2+ system would be 56 per cent. Unless the full
improvement can be gained there is little incentive to invest in the additional services, since few
customers would gain real service improvements; and therefore few of them would have any incentive
to pay for the new service.

If uncapped services were available, the potential increase in performance would be 35 per cent for
ADSL2/2+ compared to the full potential of ADSL, or 100 per cent compared to the current capped
benefits of ADSL. These improvements would provide a strong incentive to adopt higher performing
broadband technologies.

From the table, under the current system there is even less incentive to provide VDSL technologies,
despite their considerable benefit to customers located close to enabled exchanges and to those who
can arrange for de facto proximity.
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The current telecommunications debate is focussed on the geographic expansion of coverage, for
example increasing availability from 5 kilometres to 10 kilometres from the exchange. The report
outlines how this can be done by a combination of optic fibre deepening from the exchange to closer
to the customer and wireless and CMUX solutions. The table shows that this combination has
potential to increase total system performance by 40 per cent compared to the uncapped case in which
VDSL is available only close to exchanges, and by 100 per cent compared to the uncapped service
potential of the ADSL system. Half the increase comes from the utility obtained from connecting new
customers and half from increasing the service quality of existing customers.

Under the current capped service regime the level of performance that can be extracted from existing
infrastructure is just over 50 per cent of the potential. The report argues that infrastructure investment
combined with, and driven by, regulatory change would yield a quantum leap in broadband capacity
above that available from the present capped system. Such capacity can only increase in importance as
developments in internet technology demand greater bandwidth for effective access.

These variations are large and clearly show the very important role market conduct and the regulatory
regime will play in determining the benefits realised from telecommunications infrastructure.

There are clear benefits from extending ADSL coverage and quality in Australia. One
benefit will be that it will increase the capacity of enterprises to export.

The logic of the modern networked economy is that the probability of sustained export success
depends on being able to achieve a high level of e-staging. That is, at least Stage 4 and probably Stage
Sorb6.

A survey of enterprises used in this report showed a clear link between export effort and the level of e-
staging. The higher the e-stage reached, the higher the level of exports as a per cent of sales. The
relationship differed by industry, but the schedule in the following figure is indicative of the outcome
for a trade exposed industry.

Indicative link between e-stage and export effort

Export as % of sales

40 e-stage
30
20
10
e-stage
1 2 3 4 5 6
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The relationship in the above figure says nothing about causation. Does the causal relationship run
from export success to the level of e-staging, or does it run from e-staging to export success?
However, the report cites studies that clearly indicate that communications infrastructure is a
particularly important enabler of successful innovation. The logic for this finding is straightforward.
Communications infrastructure enables a high level of e-staging which, in turn, enables a higher rate
of innovation (as outlined above). Sustained export success requires sustained innovation.

In the early days of the internet, export success was driven by the above e-stages. Now that a high
levels of e-staging is a necessity for sustained export success, the evidence strongly points to the rule
of thumb that: increases in the coverage and quality of internet linked communications infrastructure
will drive higher levels of e-staging with one benefit being increased realised exports (after a lag).

The 2005-06 State of the Regions provides clear evidence that regional Australia is
under-performing in terms of its e-staging potential, with negative implications for its
exports.

Using a combination of modelling and survey results, the 2005-06 State of the Regions report supports
the uncontroversial finding that metropolitan areas in general, and central metropolitan areas in
particular, have a relatively high number of firms that have high levels of e-staging. Rural areas have
relatively few firms that have reached high levels of e-staging.

Of greater interest is the finding that non-metropolitan regions have the greatest potential. The
potential is measured in terms of the percentage increase in the number of firms which would become
exporters if each firm in the region increased its e-staging by one point. The results for the top 10 and
bottom 10 regions, in terms of export potential, is shown in Tables 1.4(a) and (b). The highest ranked
region is SA Murraylands where 289 firms would become exporters if firms in the region increased
their e-staging by one. It is ranked one because the 289 new exporters, as a percentage of the total
number of firms, is the highest increase of all SOR regions.

The ACT is ranked at the bottom because the 447 firms who could become exporters is the lowest as a
percentage of total firms when compared to other SOR regions.

Why is the percentage for SA Murraylands high and the percentage for ACT low? First, because its
current e-staging performance is the lowest, and it will still rank 64 for e-staging with a one stage
increase for all firms. On the other hand, the e-staging of ACT firms is one of the highest ranked.
Hence, SA Murraylands has more potential to create exporting firms from increases in e-staging.

Second, SA Murraylands has a greater percentage of firms in trade exposed industries compared to the
ACT.

The implication is clear. Those regions where internet access and/or quality is likely to be the lowest,
have the highest relative potential to benefit from infrastructure improvements.
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Table 1.4(a) Export potential — top 10

Number of E-journey expected
Region Rank firms stage, Rank
SA Murraylands 1 289 64
QLD Pastoral 2 221 63
NSW North 3 707 53
VIC Mallee-Wimmera 4 649 61
SA South East 5 260 52
WA Wheatbelt-Great Southern 6 608 60
VIC West 7 416 58
NSW Far and North West 8 517 51
QLD Agricultural SW 9 746 57
NSW Central West 10 569 56
Table 1.4(b) Export potential — bottom 10

Number of E-journey expected
Region Rank firms stage, Rank
Global Sydney 55 2,824
Sydney Outer North 56 1,554 9
Sydney South 57 855 14
Sydney Outer West 58 562 24
Sydney Inner West 59 585 10
NSW Illawarra 60 646 31
Adelaide Central 61 947 6
NSW Central Coast 62 472 19
NT Lingiari 63 107 29
ACT 64 447 8

The economic benefits for increasing ADSL coverage in rural areas are significant in
terms of gross regional product and employment.

Adjusting the number of potential exporting firms for a SOR region for a one step increase in e-
staging by the current ADSL coverage ratio, the potential increase in exporting firms by region, as a
result of increasing ADSL coverage, was calculated. This in turn was translated into an increase in
regional gross product and employment. SA Murraylands was found to have the highest percentage
increase in gross regional product. The percentage increase was 1.4 per cent. Regions where the
increase in gross regional product was greater than 0.5 pre cent were:-

NSW Central West

NSW Far and North West
NSW Murrumbidgee
NSW North

VIC Gippsland

VC Goulburn

0.47
0.51
0.45
0.50
0.48
0.59
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VIC Mallee-Wimmera 0.67

VIC Ovens-Hume 0.41
VIC West 0.59
QLD Pastoral 0.70
QLD Mackay 0.53
SA Eyre and Yorke 0.76
SA Murraylands 1.40
SA South East 0.72
WA Gascoyne-Goldfields 0.57
WA Wheatbelt-Great Southern 1.02
TAS North 0.29
NT Lingiari 0.58

Regions such as Global Sydney and ACT had a negligible increase in gross product and employment
because the number of potential exporting firms from an e-stage increase is small and the current
ADSL coverage is high.

It should be noted that if a study was done for ADSL2+ export potential compared to world best
practice, then Global Sydney would possibly show the largest increase in export potential.

The bottom line outcome is for a direct employment increase of 10,000.

The cost of increasing ADSL coverage may not be prohibitive and could be justified in
terms of the national interest.

A strategy of fibre optic deepening to extend ADSL coverage to most of the remaining unenabled
ADSL exchanges in Australia could cost as little as $3 billion. Given the benefits from exports
estimated in this report, this would unlock an internal rate of return to the nation, in terms of increased
gross product, of 20 per cent per annum. This is conservative. The benefits come from only a one
step increasing in e-staging. Clearly the potential is for a greater than one step increase in e-staging,
especially for those regions that have the lowest e-staging ranking. Secondly, the other benefits from
increased ADSL coverage have not been included.

To argue against the increased coverage in the national interest, governments would have to argue that
alternative use of the $3 billion would achieve a higher internal rate of return to the nation. This
probably would be very hard to do.

1.2 Recent economic and demographic outcomes

Each State of the Regions report includes an update in the series of economic and demographic
indicators. These are given in the appendix to the report. In the Summary of the report, these
indicators are aggregated into the six major region types that have become standard in State of the
Regions reports.

Table 1.5 shows population growth rates and the change in population per annum for recent periods,
as well as projections into the future, based on current indicators such as dwelling approvals. Perhaps
the most interesting aspect of the population projections is the convergence in population growth rates.
Regions which have relatively low population growth over the 1990s are now tending to accelerate
their growth, while regions which had relatively high growth rates over the 1990s are either
unchanged in their growth, or are declining.

National Economics/Australian Local Government Association State of the Regions 2005-06 (13)
State of the Regions Report 2005-06 made with the assistance of Jardine Lloyd Thompson



There are many reasons for this outcome. Poor housing affordability in Sydney has certainly reduced
population growth rates in some of the dispersed metro local government areas. It was also inevitable
that population growth in the lifestyle regions would start to decline as population concentration drove
down housing affordability. Perhaps the best outcome is for the rural regions, which seem to be
recovering significantly in their population growth. This, of course, does not refer to all rural and
provincial regions, but it does show how those rural and provincial regions with good lifestyle
characteristics close to metropolitan areas are becoming increasingly attractive to migrants.

Table 1.6 shows employment trends by major regions. The stand-out is the 23 per cent growth in
employment for lifestyle regions between 1999 and 2005. Table 1.7 expressed employment on a per
capita basis and in Table 1.8 this is indexed to 100 in 1999. This shows that the growth in lifestyle
region employment has been relatively modest on a per capita basis. The best performer in terms of
per capita employment has been the core metro region.

The mirror image of the results in Table 1.7 are the NIEIR estimates of unemployment in Table 1.9.
The good news here is that over the last couple of years there has been a steady 0.5 percentage point
decline in the Australian unemployment rate, with the lifestyle and rural regions showing an above
average decline. The core metro regions are probably at effective full employment. Nevertheless,
there still exists a wide gap between the regions in terms of unemployment rates.

The real net flow of funds indicators shown in Tables 1.10 to 1.12 refer to a concept which is closely
related to real household disposable income for a region. In terms of the movement in real net flow of
funds per capita, the rural region is slightly ahead of the core metro region. The dispersed metro
region, in particular, has performed poorly in terms of real net flow of funds per capita, and this is
largely explained by the fact that in these regions there will be a high concentration of recent home
owners who are paying high debt service costs. In general, from Table 1.12, the core metro region has
maintained its superiority.

Table 1.13 shows that the metro region has by far the highest real wages per capita, and from Table
1.14 the lowest reliance on benefits from government as a percentage of net flow of funds. Indeed, the
rural, resource based, production zone and lifestyle regions have doubled their reliance on benefits as a
percentage of net flow of funds, as compared to the core metro regions.

One aspect of particular note has been the poor performance of the resource-based regions. Given the
accelerated growth in resource development one would expect for this to turn around over the coming
year or so. However, it may be an indicative of the now poor linkages between resource development
and the general economic benefit to the region where the development takes place. This would stem
from more and more of the development resources being brought in from outside the region, whether
in the form of components, services or actual construction and operating workers.

Recent trends are consistent with the stylised facts. The core metro region, despite having higher real
wages, and high net flow of funds per capita, has in general managed to increase its superiority over
other regions. The core metro regions are Australia’s most knowledge intensive regional economies
and this outcome is consistent with Stylised Facts 2, 3 and 4.

The lifestyle major region is an ageing region and its modest per capita employment performance,
high unemployment and low real wages per capita is consistent with Stylised Fact 9.
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Table 1.5 SOR major regional groups — total annual average population change

1996-2001 2001-2004 2004-2008
Average annual growth rates (per cent)
Rural 0.4 0.8 1.0
Core Metro 1.1 1.3 1.3
Resourced-based 0.9 1.0 1.5
Dispersed Metro 1.3 1.0 1.1
Production Zone 1.2 1.2 1.2
Lifestyle 2.2 23 1.8
Average annual change (‘000)
Rural 15.5 27.0 37.0
Core Metro 36.8 49.0 50.6
Resourced-based 6.8 7.7 11.4
Dispersed Metro 58.2 46.1 53.8
Production Zone 60.9 66.3 67.8
Lifestyle 354 40.5 34.0
Table 1.6 Employment by major SOR region (1999 = 100)
1999 2001 2003 2004 2005
Rural 100 100 104 107 110
Core Metro 100 102 108 110 112
Resource Based 100 100 104 105 108
Dispersed Metro 100 103 108 108 110
Production Zone 100 103 107 108 111
Lifestyle 100 103 116 121 123
Table 1.7 Employment per capita by major SOR region (ratio)
1999 2001 2003 2004 2005
Rural 0.4359 0.4300 0.4417 0.4492 0.4569
Core Metro 0.4942 0.5006 0.5156 0.5188 0.5243
Resource Based 0.4589 0.4561 0.4654 0.4637 0.4706
Dispersed Metro 0.4871 0.4872 0.4995 0.4979 0.5019
Production Zone 0.4330 0.4329 0.4388 0.4396 0.4425
Lifestyle 0.4101 0.3943 0.4231 0.4295 0.4245
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Table 1.8 Employment per capita by major SOR region (1999 = 100)

1999 2001 2003 2004 2005

Rural 100 99 101 103 105
Core Metro 100 101 104 105 106
Resource Based 100 99 101 101 103
Dispersed Metro 100 100 103 102 103
Production Zone 100 100 101 102 102
Lifestyle 100 96 103 105 104

Table 1.9 NIEIR unemployment rates by region

Change Change

2003 to 1996 to

Region 2005 2004 2003 2005 2001 1996 2005
Rural 10.28 10.81 11.80 -1.52 12.50 11.98 -1.70
Core Metro 5.23 5.68 6.46 -1.23 7.46 9.50 -4.27
Production Zone 9.47 9.86 10.13 -0.66 11.55 12.04 -2.57
Lifestyle 10.77 11.16 12.98 -2.21 15.34 15.37 -4.60
Dispersed Metro 5.25 5.58 5.83 -0.58 6.73 7.50 -2.25
Resource Based 10.20 10.85 11.31 -1.11 11.45 9.91 +0.29
Australia — wide 7.87 8.30 8.89 -1.02 10.02 10.61 -2.74

Table 1.10 Real net flow of funds per capita (1999 $ million)

1999 2001 2003 2004 2005
Rural 11.4 11.7 12.7 12.7 13.1
Core Metro 15.7 17.3 17.0 17.4 17.8
Resource Based 12.7 12.8 13.7 13.7 13.5
Dispersed Metro 14.2 14.7 14.8 14.6 14.7
Production Zone 12.0 12.3 12.4 12.7 12.8
Lifestyle 11.4 11.5 12.0 12.1 12.2

Table 1.11 Real net flow of funds per capita (1999 = 100)

1999 2001 2003 2004 2005
Rural 100.0 102.6 111.3 111.2 114.4
Core Metro 100.0 110.2 108.8 111.3 113.5
Resource Based 100.0 100.6 107.6 107.9 106.4
Dispersed Metro 100.0 103.8 104.4 102.9 103.7
Production Zone 100.0 102.9 103.3 106.0 106.4
Lifestyle 100.0 101.2 105.8 106.7 107.1
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Table 1.12 Real net flow of funds per capita — relative to Core Metro

1999 2001 2003 2004 2005
Rural 0.73 0.68 0.75 0.73 0.74
Core Metro 1.00 1.00 1.00 1.00 1.00
Resource Based 0.81 0.74 0.80 0.79 0.76
Dispersed Metro 0.91 0.85 0.87 0.84 0.83
Production Zone 0.77 0.72 0.73 0.73 0.72
Lifestyle 0.73 0.67 0.71 0.70 0.69

Table 1.13 Real wages per capita (1999 $ million)

1999 2001 2003 2004 2005
Rural 10.8 11.2 12.0 11.8 12.1
Core Metro 16.3 18.4 18.7 18.8 19.2
Resource Based 12.4 12.2 13.1 12.6 12.8
Dispersed Metro 15.1 15.9 16.2 15.8 15.8
Production Zone 12.4 12.7 12.8 13.0 13.0
Lifestyle 10.5 10.8 11.5 11.4 11.4
Table 1.14 Benefits as a per cent of net flow of funds (per cent)

1999 2001 2003 2004 2005
Rural 23.4 23.7 233 25.6 24.8
Core Metro 12.9 11.5 12.2 12.6 12.4
Resource Based 18.3 21.9 22.8 26.6 23.9
Dispersed Metro 14.1 13.9 14.6 15.9 15.9
Production Zone 22.1 22.0 23.0 23.8 239
Lifestyle 26.1 25.6 253 26.8 27.1

1.3 Other issues in the report

The 2005-06 State of the Regions report presents the results of a survey of local government elected
members and officers.

The survey results showed that local government:-

d was focussed on local roads;

a was reluctant to divert resources from roads;

U considered recreational infrastructure was in important driver of the local economy; and
a

nominated ageing of the population as a major issue for infrastructure and local government
resources.
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The survey indicated that although local governments were not averse to incurring additional debt, the
problem was reaching a consensus on what the additional funds should be allocated to in terms of
infrastructure development. Political leadership was discouraged by the fear of community backlash.

In terms of the particular focus of this edition of the State of the Regions report, namely
telecommunications, the survey results of more than half the respondents stated the quality of the
ADSL infrastructure as good to excellent.

The report notes that there has been an increase in total fertility over the last year, constituting a so-
called “baby bounce”. This, in part, seems to be the result of convergence in total fertility between
regions. The increase in regional fertility has been concentrated in those regions, generally
metropolitan regions, which traditionally have been well below the national average. This has,
temporarily at least, counter balanced the continued fall in fertility in non-metropolitan areas.

Continuing on the analysis of the impact of the ageing population, this State of the Regions report
examines the concept of population sustainability. In other words, the ability to maintain or grow the
current population, by looking at migration fertility and age distribution. Those regions with the least
sustainable populations generally have small rural towns that are a long way from major centres.

Those regions with the best population sustainability potential are places that offer employment
opportunity or lifestyle choice.

The following figure shows the population sustainability score for Australian regions. The higher the
score the more sustainable the population change.

Other chapters in the report examine composition of those included in NIEIR’s estimate of
unemployment, as well as the flows in and out of unemployment.

Issues around local governance, including revenue sources, are also discussed in later chapters in the
report.
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2. Infrastructure survey

2.1 Introduction and summary of results

After many years of the State of the Regions reports, National Economics felt that it was timely to
review the values, priorities and sentiments of the local government practitioner. To do so an on-line
survey was designed and all local government areas were invited in writing to contribute their
responses.

Respondents could be identified by their local government area, however no individual reporting of
results at that level was permitted. Importantly the views sought did not necessarily have to reflect the
official views of the council, and councils were permitted to provide more than one set of responses.

In total, 175 local government areas contributed responses, which represent 28 per cent of all local
government areas. Even more significantly however, these local government areas represent 45.5 per
cent of the population of Australia.

Highlights of the survey responses include;

U The responses to the survey developed in this report highlight progress made in the local
government arena in the understanding of regional development trends.

O A surprisingly high number of responses were inward looking in terms of industry development.
Few councils noted desires for investor development activities in area which extended
technology or business services sectors.

0 Where significant expansion in a variety of industries was identified, infrastructure impediments
were identified in energy and power, and passenger transport.

U There are significant gaps between the objectives and intentions of practitioners and their
capacity to make hard budget decisions required to deliver change.

U The results of the survey clearly demonstrate that council is well placed to continue its role as a
provider of local roads and not so well placed in developing its mandate further.

U The success of the Roads to Recovery program is clear in the survey as is its ongoing support
and expansion.

U Many good intentions are expressed with regard to endeavours that should be supported further
by local government. However the survey results clearly question the capacity for good
intentions to be built upon.

0 There appears to an insurmountable impasse between funding “roads, rates and rubbish” and
alternative programs.

O  Having said that, widespread awareness of the problems of “cost-shifting” are identified, as to is
the sense that the required role for local government has expanded without necessarily the
capacity to embrace this expansion.

The survey results certainly confirm some key themes of previous reports, that is, there are problems
of strategic infrastructure investment with communities which struggle with the political realities of
competing priorities.

The structure of the section of the report follows the structure of the survey.
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2.2 Industry development

The first set of questions sought feedback on how particular industries in each council area could be
developed through changes to an array of infrastructure types. Included were a number of hard and
soft infrastructure categories.

Councils and regions are engaged in a diverse range of economic development strategies. At any time,
a council or region will be seeking to foster employment and income growth of various kinds.
Sometimes the strategies will support a broad range of industries and employment; sometimes they
will target a particular industry or a particular firm. Sometimes they will seek to retain and strengthen
existing activities and sometimes they will seek to attract new industry.

A. Please identify one or more industries or areas of employment that you are
seeking to foster, and answer in terms of that industry or area of employment.

O  Industry or area of employment. ..........
Table 2.1 Number of responses by industry and region type
Resource Dispersed  Production

Core Metro Based Rural Metro Zone Lifestyle
Administrative 5 13 24 8 7 3
Agriculture 0 1 18 0 0 0
Business Services 5 0 1 3 0
Community 7 1 2 1 0
Infrastructure 2 1 1 3 2
Manufacturing 4 2 22 6 6 5
Retail 1 2 2 1 4 0
Technology 1 0 3 0 2 0
Tourism 0 4 12 1 4 4

A large number of responses indicated that administrative functions were areas of the economy that
the council was interested in strengthening. This was an unexpected result as it was anticipated that a
broader analysis of the economy and the flow-on economic development would be a key consideration
rather than direct benefits of council activity.

The nature of functions these administrative expansions related to included more resources in areas of
current responsibility, as well as extending economic development functions, land use planning,
project management and social programs.

Of note, the following trends were evident:-

O High desired levels in rural areas for value-adding in manufacturing;
U Relatively few “technology related” sectors received individual attention;

U Despite being the fastest growing sector of the economy, the business services sector only
received significant attention in the Core Metro regions; and

U Rural communities have high expectations about the capacity for tourism to deliver positive
economic benefits.
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Table 2.2 Percentage of responses by industry and region type

Core Resource Dispersed  Production

Metro Based Rural Metro Zone Lifestyle
Administrative 20 54 24 40 23 21
Agriculture — 4 18 - - —
Business Services 20 - 6 5 10 -
Community 28 4 8 10 3 -
Infrastructure 8 4 4 5 10 14
Manufacturing 16 8 22 30 20 36
Retail 4 8 5 13 -
Technology 4 - 3 - 7 -
Tourism — 17 12 5 13 29

When the results are converted into percentage terms the dominance of local government
administration itself as an area of interest is clear. In dispersed metro regions, 40 per cent of all
industries identified in the question, “please identify one or more industries or areas of employment
that you are seeking to foster”, was local government employment itself. This is too high.

The role of manufacturing is clearly important in the eyes of our local government community.
Interesting examples highlighted in the responses included:-

U food manufacturing and distribution;
a marine; and

U timber processing.

Similarly the low levels of technology related industries and business services are clear from the table
above.

In respect of this nominated industry or area of employment, could you please respond
to the following questions?

Your local environmental inheritance makes each LGA and region unique, but can be more or less
well conserved.

B. In fostering the nominated industry/activity, do you consider your
environmental inheritance to be important?

O  No, not particularly important for this industry/activity.

O  Yes, it is important and is an advantage. If yes, are there any important investments
which should be made to conserve or enhance your advantage?
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Table 2.3 Environmental assets
No, not particularly Yes, it is important but
important for this Yes, it is important there are skill gaps or
industry/activity and is an advantage other shortcomings
Administrative 5% 54% 41%
Agriculture 5% 47% 47%
Business Services 27% 60% 13%
Community 26% 42% 32%
Infrastructure 50% 33% 17%
Manufacturing 24% 41% 35%
Retail 20% 60% 20%
Technology 50% 50% 0%
Tourism 0% 60% 40%
Table 2.4 Physical community assets
No, not particularly Yes, it is important but
important for this Yes, it is important there are skill gaps or
industry/activity and is an advantage other shortcomings
Administrative 0% 38% 62%
Agriculture 11% 16% 74%
Business Services 13% 33% 53%
Community 0% 58% 42%
Infrastructure 23% 46% 31%
Manufacturing 2% 40% 58%
Retail 10% 40% 50%
Technology 33% 50% 17%
Tourism 0% 40% 60%
Table 2.5 Local and institution networks
No, not particularly Yes, it is important but
important for this Yes, it is important there are skill gaps or
industry/activity and is an advantage other shortcomings
Administrative 6% 44% 50%
Agriculture 11% 39% 50%
Business Services 0% 53% 47%
Community 5% 58% 37%
Infrastructure 23% 54% 23%
Manufacturing 17% 39% 43%
Retail 10% 70% 20%
Technology 0% 50% 50%
Tourism 8% 33% 58%
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Business networks extending outside your region, to elsewhere in Australia and overseas, can also be
an important advantage. In fostering the nominated industry/activity, do you consider extended

networks to be important?

Table 2.6 Extended social networks
No, not particularly Yes, it is important but
important for this Yes, it is important there are skill gaps or
industry/activity and is an advantage other shortcomings
Administrative 11% 50% 39%
Agriculture 11% 33% 56%
Business Services 20% 53% 27%
Community 26% 53% 21%
Infrastructure 54% 23% 23%
Manufacturing 46% 33% 22%
Retail 30% 50% 20%
Technology 33% 17% 50%
Tourism 13% 42% 46%

Local passenger transport involves trips of up to an hour or so, and can be on foot, by car or public
transport. In fostering the nominated industry/activity, do you consider local passenger transport to be

important? [the obvious case is retail |

Table 2.7 Local passenger transport
No, not particularly Yes, it is important but
important for this Yes, it is important there are skill gaps or
industry/activity and is an advantage other shortcomings
Administrative 9% 24% 67%
Agriculture 22% 17% 61%
Business Services 33% 13% 53%
Community 5% 42% 53%
Infrastructure 38% 38% 23%
Manufacturing 16% 18% 67%
Retail 0% 50% 50%
Technology 17% 33% 50%
Tourism 0% 20% 80%

Long-distance passenger transport involves longer trips. It connects regions, and connects Australia to
overseas. In fostering the nominated industry/activity, do you consider long-distance passenger
transport to be important? [the obvious case is tourism]
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Table 2.8 Long-distance passenger transport

No, not particularly Yes, it is important but

important for this Yes, it is important there are skill gaps or

industry/activity and is an advantage other shortcomings

Administrative 26% 26% 48%
Agriculture 33% 33% 33%
Business Services 47% 33% 20%
Community 37% 42% 21%
Infrastructure 46% 38% 15%
Manufacturing 48% 22% 30%
Retail 60% 20% 20%
Technology 50% 33% 17%
Tourism 13% 13% 74%

Bulk freight involves shiploads, trainloads or multiple truckloads, using either containers or
specialised vehicles. In fostering the nominated industry/activity, do you consider the bulk freight
facilities of your LGA/region to be important? [an obvious case is wheat farming]

Table 2.9 Bulk freight facilities
No, not particularly Yes, it is important but
important for this Yes, it is important there are skill gaps or
industry/activity and is an advantage other shortcomings
Administrative 25% 36% 38%
Agriculture 6% 28% 67%
Business Services 60% 7% 33%
Community 63% 21% 16%
Infrastructure 8% 54% 3