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The CHAIRMAN :  Welcome everyone.  Thank you very much for coming in today to meet us.  
We appreciate your time.   

First of all, I have some procedural matters that I need to read through with you.  This committee 
hearing is a proceeding of Parliament and warrants the same respect that proceedings in the house 
itself demand.  Even though you are not required to give evidence under oath, any deliberate 
misleading of the committee may be regarded as a contempt of Parliament.  Have you completed 
the “Details of Witness” forms? 

The Witnesses:  Yes. 

The CHAIRMAN :  Do you understand the notes at the bottom of the forms? 

The Witnesses:  Yes. 

The CHAIRMAN :  Did you receive and read an information for witnesses briefing sheet regarding 
giving evidence before parliamentary committees? 

The Witnesses:  Yes. 

The CHAIRMAN :  Do you have any questions relating to your appearance before this committee 
today? 

The Witnesses:  No. 

The CHAIRMAN :  The committee has received your submission.  We all concur that it is very 
thorough and comprehensive.  We thank you for the time and effort you have put into it.  Before we 
start, are there any particular amendments that you wish to propose to your submission? 

Mr Martini :  From our point of view we very much welcome this inquiry.  It is a great opportunity 
for us to promote the value of IT and our industry.  In fact, James McAdam has joined us from 
Canberra.  There are a couple of updates in relation to our submission.  We would like James to go 
through them. 

The CHAIRMAN :  Before he does that, can I say in response: thank you very much for your 
participation.  The reason the committee has proceeded down the path of an ICT inquiry is because 
we all believe in the value of ICT and its role in the economy for the future, particularly beyond the 
boom and even during the boom, in fact.  It is something that we all have an interest in, in terms of 
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our own electorates as well as for the future of the state.  Some people have asked us what our 
agenda is and why we are looking at this.  It is to make sure that the state is doing everything it can 
to support the local industry and the players within it - both the companies and the people employed 
within them - to ensure that we remain competitive and innovative.  There is no agenda other than 
making sure that the government makes sure that it is doing the very best it can for the state.  This is 
a multiparty committee; we hope to have a consensus viewpoint by the end of our inquiry.  That 
remains to be seen but, so far, so good.  I ask James to kick off with any points that he wants to 
draw our particular attention to.  We will then have some questions in due course. 

Mr McAdam :  Since we made our submission the association has taken a few initiatives; there 
have been a few developments nationally that would be worthwhile bringing to the committee’s 
attention and which enhance the position we put to you in our submission.  Principally among these 
is an initiative the association has taken called Value ICT, which goes right to the heart of what you 
were just talking about.  This will be a national initiative, which we will use to talk with 
parliamentarians and their staff and officials, and also with other interested stakeholders, about the 
value of our industry.  Our approach, if you like, is that rather than talking about the industry, which 
has often been the way we have gone about our lobbying approach, we are talking about the 
underpinning and enabling capacity that ICT has for the economy and for the broader community.  
We would very much like to work with governments all around Australia to ensure we have the 
strongest and most vibrant ICT industry that we can have because that will assist governments in 
meeting their objectives: jobs for everybody who wants one, a vibrant health and education sector, a 
growing economy, a sustainable environment and so on.  ICT will play an absolutely critical role in 
delivering on all of those objectives.  We are very much taking the view that it is time for the 
industry to stop talking about itself in isolation as a vertical industry and to start talking with 
government about how we can work together right across the economy to deliver on our nation’s 
objectives.  Value ICT is something that the WA branch will come to talk to parliamentarians about 
in the near future. 

There are a handful of things that we talked about specifically in our proposal, which I would like to 
raise.  On the procurement front, we have talked about the importance to the industry that the 
government purchasing of ICT goods and services plays and the very important way in which we 
do business with government in terms of encouraging new Australian companies to enter the 
government market to use government as a reference site for future work and for export.  We need 
to keep working down the path of having a more commercial relationship between the industry and 
government.  One of the things that is happening nationally at the moment is that in Queensland 
they are reviewing the “Government Information Technology Contracting Framework - Version 5”, 
which is the Queensland contract arrangement.  Now all state and territory governments are 
involved in the process of looking at that contract.  We very much view this as an opportunity for 
harmonisation of terms and conditions for the industry to do business with government nationally.  
We would certainly encourage the WA government to keep being involved in the process with 
Queensland and to look at how the GICT 5 model that they are working on can influence your 
contract terms and conditions here in WA.   
[10.50 am]  

The other parallel process that is occurring, and which has gone down a similar path, is with the 
Australian Procurement and Construction Council.  It met at the start of August and is also looking 
at harmonisation of terms and conditions nationally, in particular as they relate to risk management 
and to the environmental disposal of hardware at the end of its useful life, having been used in 
government departments and so on.  With risk management in particular, we have had long 
discussions with the Department of Treasury and Finance in Western Australia about capping 
liability on government contracts.  Nationally the federal minister has just announced a new capping 
regime which will apply in all federal contracts.  Victoria has also announced capping 
arrangements.  As I understand it, that process has stalled a little at the moment in Western 
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Australia.  The reason that capping of contracts is so important is that it acts as a disincentive to do 
business with government for both Australian and multinational companies.  So, it is a disincentive 
right across the board to do business with government.  If someone cannot come into a contract 
understanding what the liability will be if things go wrong, he cannot insure against it.  If it is a 
small Australian company, it is potentially putting its entire business and possibly a home at risk in 
doing business with government.  It is very important from the government side of the fence if it 
wants to see best-of-breed solutions delivered and reduce costs in contracting with the industry; it is 
absolutely essential to make sure that this policy of capping liability goes through. 

I know that in Western Australia, as in many other corners of the country, the skills issue is 
absolutely critical and getting sufficiently skilled Australians into roles not only in our industry, but 
also into ICT roles in the broader economy, is becoming increasingly difficult.  AIIA has taken 
several new initiatives since we put our submission to you that are worthwhile drawing to your 
attention.  There has been a very large drop-off in enrolments of young Australians in ICT courses 
in our tertiary institutions.  We have taken an approach with the Queensland Government called 
“Take it on”, where we will be putting 1 000 students through a very brief program - calling it a 
course would be aggrandising it too much - involving people who have been successful in the ICT 
industry talking to students at the time they are making decisions about what sort of tertiary course 
they want to do so that they understand that a role in the IT industry is not about sitting in a 6 x 6 
cubicle tapping away on a computer all day and cutting code.  It is a role that involves people skills; 
it is a job one can do anywhere in the world, and it is fast-paced and changing.  When we talk to 
students about the sorts of jobs that they would like to do, the kind of description we get back from 
them is exactly what our industry offers.  Yet they do not think of our industry as somewhere that 
they would like to study and work.   

Victoria also has a program called Start Here, Go Anywhere, which is heading down exactly the 
same path.  It is about opening the eyes of young people when they are in the decision-making 
process, and those of their parents, who are important influences on their decisions, to consider ICT.  
I know that Marsha Thomson, the Victorian minister, at the last meeting of the Online and 
Communications Council offered to take her program nationally and to explore with other 
governments how they could do that.  Again, I would encourage the Western Australian 
government to look at the minister’s offer and consider how we can roll out that program nationally.  
AIIA is involved in delivering some of the marketing elements of that program. 

We have also just released a twofold product for indigenous students, and I am happy to leave a 
copy of it for the committee to look at.  It is, if you like, a resource tool kit for employing 
indigenous Australians.  It works in two ways.  There is an employers’ guide, which offers advice 
to employers about how to position their business to offer attractive positions to indigenous 
Australians.  There is also a careers guide which, in a similar way to the broader student population, 
shows indigenous Australians why they might like to consider a career in the ICT industry.  It is 
done through guides; there is a game that kids can play that will get them interested in the industry.  
We are working with some national bodies such as Centrelink to explore how we can get that 
product out to schools nationally, and Reconciliation Australia is also looking at it.  We are trying 
to roll out the careers guide nationally.  I will leave the document with you.  If you are interested in 
exploring how we can get that out to indigenous students and businesses in Western Australia, we 
would be happy to work with you. 

In relation to skills, AIIA is involved in a program called Business Skills for ICT Entrepreneurs.  
This is about providing structured course work, mentoring and networking to young entrepreneurs.  
Many of them have the technical skills to build a product but they do not have the business skills to 
successfully market the product, sell it and grow their business.  We ran the course last year for the 
first time and put through 23 entrepreneurs.  We have been quite shocked at how successful the 
course has been for entrepreneurs.  In some instances it has already delivered hundreds of thousands 
of dollars directly to companies’ bottom lines, simply because they have been able either to do 
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things or not do things following the advice of their mentors and through the course work and the 
study they have undertaken and applied directly to their businesses.  In some instances it means not 
going down a dry gully and spending tens or hundreds of thousands of dollars exploring a particular 
avenue only to find that it has not worked.  They are able to find that out because they are talking 
with people who have been down that path before and are able to advise them that, “In my business 
I did this, and this is what happened.”  It has been very successful.  We are looking to run the 
course again this year.  It is funded partly by the participants and partly by AIIA, and we are 
looking to state governments to help assist in defraying the cost of students participating in a 
course. 

[11.00 am] 

Typically, state governments are offering something in the order of $2 000 to $3 000 per 
participant, which brings the cost of the course down from $8 000 or $9 000 to $5 000 or $6 000.  It 
makes a big difference to companies, because that subsidy is paid direct to the company to reduce 
its cost in participating.  We had one WA student go through the course last year.  We would like to 
have more.  He paid his whole way last year, but we would certainly hope that the government and 
the committee could look at a way in which we could see a small amount of funds go to what is a 
very successful course. 

Finally, we are running a program nationally called CollabIT.  This program is about clustering 
effectively.  We have the program operating successfully in WA, Victoria and New South Wales, 
and we are exploring with other states how we can take that forward.  As I said, it is about 
clustering.  It brings companies of like size together to leverage the critical mass that they can form 
together.  I guess there are three ways in which we think companies will cluster.  They will cluster 
around a technology, so it might be dot net, Java or whatever it might be; they will cluster around 
an activity, which might be perhaps joint tendering to government or accessing a trade show; or 
they will cluster around a market that they will look to get into, as they are in WA, intelligent 
transport, the resources sector or whatever it might be.  Therefore, we see that there are three ways 
in which companies are likely to want to cluster.  I think about 70 to 80 companies in WA are 
already involved in the CollabIT program over here.  It goes directly to recommendation 2.1 of 
“Enabling Growth: The Contribution of ICT to the Western Australian Economy”, which the WA 
government brought out earlier this year.  At this stage the government is supporting that program 
by assisting us with an on-the-ground facilitator here in WA to facilitate the clustering of the 
companies.  The government has put about $12 500 towards that.  We certainly think that there are 
big opportunities for this program in WA in terms of bringing more companies into it, because it is 
very, very successful.  The gentleman we have running it has a track record of building successful 
clusters.  In terms of the opportunity for growing companies, one of the things we hear from our 
members and in the broader industry all the time is that there are great opportunities for companies 
to grow their business if they can collaborate with their peers.  They are just some of the activities 
that have taken place since 14 August when we made this submission, so we are very busy and 
active at the moment. 

Mr Martini :  Maybe I will make just one final point.  I am not sure whether we referred to the 
resources symposium in our submission.  Earlier this year we actually had a very successful event 
called the WA Government ICT Symposium; the objective being to better inform our members 
about the opportunities within government and how to engage in selling to government.  In a more 
strategic context, our objective was to raise the bar in relation to our members understanding those 
opportunities, allowing them to potentially collaborate and be more proactive, and ultimately 
deliver better services and products to government.  That was a very successful event and, based on 
that, obviously we are very keen to ensure that we are not just focused on government; we are also 
looking at the commercial sector.  In WA we are focused on the resources sector, which has great 
opportunities, so we are holding a similar event on 10 November.  We will have Tim Shanahan 
from the Chamber of Minerals and Energy and Don Sanders from the Australian Petroleum 
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Production and Exploration Association providing a strategic context of those sectors, and we are 
inviting CEOs from some of the major companies to provide a better understanding of the 
challenges and drivers they have in those industries.  Again, hopefully we will get our members 
better informed and able to collaborate and respond more proactively in relation to opportunities in 
that sector.   

The CHAIRMAN :  Well done.  You have covered the education and training procurement skills 
and a few other things, but I think we want to probe a little more into your thoughts and opinions 
about some of those.  I am not quite sure where to begin at this stage. 

Mr A.J. SIMPSON :  I want to touch on something you said.  It is something that I have come 
across in the industry, and I cannot quite understand why.  You might be able to help me answer the 
question.  Why does Queensland seem to be such a hub for IT?  When I was in Singapore in May, I 
was in a bar with some guys from Belgium who were game makers, and they said that Queensland 
was the next biggest place outside Asia in which games are made.  I notice that a lot of stuff is 
coming out of Queensland.  What is the government doing in Queensland that we are not?  I 
suppose my question is: why is Queensland so good with IT?   

Mr McAdam :  Very early, it took the approach of fostering this clustering model, so it has some 
very successful clusters in games, in security - they are two of the more successful - and also in 
digital content.  There is a number of clusters that the Queensland government was quite proactive 
in setting up.  As I said, when we are talking to our members and to the broader industry, they are 
telling us quite clearly that collaborating with their peers is the best way for them to grow their 
business, to access new markets and to be able to export etc.  It is leveraging the critical mass they 
get.  They are still competing like hell against each other for business, but there are times when 
someone will have a piece of technology that fits with someone else who is tendering for a piece of 
business.  They can pull that in together because they are aware of the fact that that company exists 
as they are involved in the cluster.  Queensland was very early on supportive of the clustering 
model.  I think that is one of the reasons that we see that success. 

Ms Robertson:  The other thing, if I can touch on it, is that we talk in the submission about the fact 
that we want the government to support reference sites and what IT is actually doing with the 
government.  Queensland does that very well.  From the Premier down, they actually talk about 
what people in their state are doing, how that is working and whether that is going global.  They get 
behind them.  There is a lot more promotion of ICT over there than there is here, and at some level I 
think there is a lot more understanding of ICT across certainly the Parliament than there is here.  
Whether or not that is a nervous reaction or whether their people are generally more interested, I do 
not know, but there seems to be a better take-up of - 

Mr G. WOODHAMS :  Cheryl, who are they promoting it to?  I appreciate what you are saying. 

Ms Robertson:  Yes.  Part of it is about promoting it to the clustering organisations within their 
own state.  They also promote it nationally, and they also promote it internationally.  Obviously, 
they get a lot of tourist people visiting it, and they invite a lot of people over to have a look at what 
they are doing.  They also fund people to go to other countries where they know that things are 
happening, like China and all those sorts of places.  They help send some of their companies over 
there to go and promote what they are doing.  There is a lot of scope.  They actually broaden the 
horizon a lot more than other states tend to do.  I think there is a commercial thinking kind of aspect 
to it. 

Mr McAdam :  I also want to leverage the point that Cheryl was making about the reference site 
element.  It is very important for companies going overseas that they are able to use government as 
a reference site.  One of the other things that the Queensland government has done is that it has 
taken a much more enlightened approach, I suppose, to intellectual property in terms of the way that 
the arrangements are made for intellectual property when a company comes to do business with the 
Queensland government.  They have a more flexible approach to the ownership of intellectual 
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property than some other governments do, WA included.  They also proactively make the IP that 
exists in government contracts available in the public domain, so companies can come along and 
take some IP that has been developed in the delivery of a government contract and commercialise 
that IP for sale to other governments, for sale to industry and for export, whereas, to be frank, here 
in WA, IP is locked up in government contracts.  The government owns it and it sits on the shelf. 

Mr Martini :  I think we attached a reference to this document that has just been released by the 
AIIA in relation to IP - the opportunities in maximising commercially government IP. 

Mr McAdam :  We are happy to leave that with you. 

The CHAIRMAN :  To what extent does the Queensland government support the reference sites?  
How far do they go in describing, supporting or recommending companies that they contract? 

Ms Robertson:  From some of the examples that I have seen, it is to the extent that if the Premier is 
travelling somewhere and it is useful, he will actually go with one of the companies in question, 
say, into China, and promote that company as being somebody that they are using in government.  
Obviously, they need to be very careful, but he has done that in the past.  That goes not just for the 
Premier, but also for minister-level down.  That is a huge advantage.  Taking a piece of paper that 
says, “Hey, it’s great” versus taking the Premier and/or a parliamentarian with them makes a big 
difference, particularly with governments such as the Chinese government, in which protocol is 
very strong, and things like that.  It is almost safe to say that they go to the nth degree to help 
support the companies that they are nurturing.   

[11.10 am] 

Mr Martini :  It is not that we believe that Queensland has a natural advantage; we all believe that 
WA has some strong advantages in where we are located regionally and with some of our core 
industries where we provide world’s best practice in certain technologies.  We certainly have the 
opportunities and we are keen to work with government to promote industry over the next five to 10 
years.   

Dr J.M. EDWARDS :  If you were to get government in Western Australia to change its settings, 
how quickly would we see the fruits of that?  How quickly could we become like Queensland?  Is a 
big cultural shift needed or is it ripe to do now? 

Mr Martini :  That is a very good question in relation to timing.  The point is that industry has to 
look at this issue as well.  We have come off the dot com crash where we did oversell the industry.  
There was not much focus on new technologies in industry, so we are coming off that.  We are 
regrouping.  We see the importance of it.  The reports are coming out showing the value of 
industries, so we need to promote that.  From a business, community and government perspective, it 
is clearly understood that we should work together on that.  In relation to our summary of 
recommendations, we believe that will certainly assist in raising the profile, growing the sector and 
showing how quickly we can get some quick runs on board in some areas.  With the unlimited 
liability issue, we could have a quick return.   

Mr Harben :  The payroll tax issue, which we also mentioned in our submission, could kick-start 
some R&D work which will flow into reference sites in particular and opportunities to do some 
exploring.   

Mr McAdam :  Policy change also depends on the promulgation of that policy.  Around some of the 
procurement type issues, we could well change the arrangements towards capping liability or 
commercialisation of intellectual property.  But unless those get out into the field and they are being 
delivered by the people who are signing contracts, we will not see that flow through as quickly as 
we otherwise might.  There is an education process to policy change as well. 
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Mr Martini :  There are opportunities now.  We have a very buoyant economy and large companies 
setting up technology centres and research centres so it is a great opportunity for us to make sure 
that ICT is part of that.   

Ms Robertson:  I do not think it is that hard to do.  It is an education process.  Right across 
Parliament, we need to get people to understand what ICT is delivering, what its value is and how it 
can help.  Everybody is travelling and doing all sorts of things.  Sometimes it is a case of just 
mentioning what is going on in our state.  It is not necessarily a case of educating them for six 
months and trying to get them up to speed on the technicality; it is more a marketing process than 
anything.   

Mr G. WOODHAMS :  I wish to come back to the Queensland situation for a moment.  Is the hub 
full of purely Queensland organisations and capital or is it more a collaborative venture between 
some players on the east coast and maybe even some international players? 

Ms Robertson:  The Queenslanders are very good at selling the story anywhere and everywhere.  It 
is not necessary just Queensland.  They certainly entice companies to come to Queensland as a 
starting point from anywhere in Australia because the environment is right.  They entice companies 
to come from anywhere in the world to Queensland because it is a great tourist destination and the 
environment is right.  They actually sell the package.  Then they sell the package into collaborating 
with Asia, in particular, at the moment into sectors that they are good at as well.  It is right across 
the board.   

The CHAIRMAN :  They are shameless promoters! 

Mr McAdam :  We also contend that it would not be a healthy industry if it were insular, if it were 
just a regionally-based group of companies coming together.  One of the things which we have 
learnt through the CollabIT process is that Australian companies, often in partnership with 
multinational companies, can access new markets.  Through channel partner programs and the like, 
they can offer opportunities into export markets that Australian companies might otherwise not 
have the capacity to access themselves.  We have taken an approach through CollabIT of actually 
bringing some multinational companies in and showing the Australian companies how they can 
partner with those multinational companies to the benefit of each other.   

The CHAIRMAN :  Could we focus on your comments about procurement for a while?  It is of 
concern to us in our terms of reference.  I would like to explore it further.  You mention that 
SPIRIT is about to be reviewed and you have some concerns about the cost to the industry of being 
accredited for that and what might happen from here on in.  Could you expand on that for us?   

Mr Harben :  We have had some discussions with the Department of Treasury and Finance about 
SPIRIT.  Until recently there has been a move towards replacing SPIRIT with common use 
arrangements.  There are two issues for industry.  The first issue is the qualification process.  
Qualifying to be part of SPIRIT was an extremely expensive exercise.  All of industry had to agree 
to a common set of terms and conditions - in our industry that is not an easy thing to do - and 
produce case study information in a very granular way around the many hundreds of services that 
companies might provide.  It was a long and time-consuming exercise.  One concern we have had is 
that the common use arrangement process may require companies to requalify.   

The second issue is that common use arrangements to date have been restricted arrangements for a 
very small number of companies, whereas SPIRIT is all inclusive.  Everybody in the industry is 
able to be a part of SPIRIT and also able to come and go.  You can bid for government business 
without being a qualified SPIRIT participant provided that by the time contracts come about, you 
have gone through the process.  The common use arrangements are fixed for a finite period, usually 
three years, and there is no coming and going.  You are either on it or you are out.  If you are out, in 
theory, you are out of doing business with government for the next three years.  There has been 
some serious concern about that.  The most recent conversations we have had with the procurement 



Economics and Industry Wednesday, 20 September 2006 Page 8 

 

arm of Treasury and Finance have led us to believe that perhaps it is rethinking that.  There is an 
attitude of, “It’s not broken, so why fix it?”  It is something that gets visited and re-visited by public 
servants regularly and that is why we have identified it.  For those reasons I have given you, if they 
choose to move away, it will a very expensive thing for industry.  Multinationals can probably 
cover the cost of these things.  Small companies, in particular, Western Australian-based 
companies, might find it extremely difficult.  If it becomes a restricted process, some companies 
will have to close their doors and leave town.   

The CHAIRMAN :  We have had some evidence presented to us that some companies were getting 
government contracts and they were accredited to come under SPIRIT and now they are not getting 
government contracts.  Do you have any experience or information on that?  

Mr Harben :  One of the real difficulties for us and for government is any sort of reasonable 
statistical analysis of what happens in the procurement process.  Government struggles to produce 
accurate statistics about what agencies do and do not do and who gets business and who does not.  
One of the onerous provisions of SPIRIT is that the private sector is required to report to 
government on what agencies buy.  That is the means by which government finds out what agencies 
do.  Government has no means of doing that.  We have had some fairly heated discussions with 
government about this because it costs us a lot of money.  It is not often appreciated that these are 
manual processes.  They cannot be integrated into our core financial systems.  We have manually 
provided data for government on a quarterly basis on what government is doing in order for 
government to report on what government is doing.  It does not have the wherewithal to do that.  I 
suspect that the Office of Shared Services approach will probably solve that in time when there is a 
common charter of accounts for a small number of reporting entities.  But for the moment, it 
cannot.   

What you have just mentioned is certainly folklore on both sides.  The way that SPIRIT is 
structured, it is a three-tiered approach.  Let us talk about two tiers because it is easier.  For 
contracts let by government agencies up to the value of $250 000, agencies are only required to get 
up to six quotes.  They can get fewer, but up to six quotes is the requirement.  For deals over 
$250 000, they have to go out to the entire list of SPIRIT-qualified people.  We have no means of 
knowing because they do not publish which six they go to.  Most of the businesses would fall into 
that category.  Industry is not ever informed about which companies agencies go to for quotes.  We 
cannot say to you that the same people are getting the jobs or some people are missing out because 
we do not know.  That is another debate we have had with government about transparency - why is 
the government not publishing that information?   
[11.20 am] 

The CHAIRMAN :  Is that something you have sought to obtain by direct request? 

Mr Harben :  Yes, we have.  We have had a number of dialogues about it.  I think our view would 
be that there is no need for it to be secretive.  Perhaps if it were transparent the folklore around 
agencies would always come from the same people.   

The CHAIRMAN :  In terms of the terms and conditions on these contracts, are there any other 
disadvantageous terms and conditions that you are confronted with? 

Mr Harben :  Yes, there are a couple.  Termination is one.  At the moment, in the draft general 
conditions of contract it is important to note that the State Solicitor’s Office is in the process of 
working through drafts and getting feedback from industry.  But the current draft provisions for 
termination are very one-sided.  They provide for government to be able to terminate contracts at 
will - termination by convenience, which is an extremely difficult way of dealing with it.  So 
agencies can terminate contracts as they see fit.  That is an issue.   

Ms Robertson:  The insurance indemnity issue - the amount of insurance that small companies 
have to carry to cover themselves or a one-man team working - costs enormous amounts of money, 
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which is not actually necessary.  There does not seem to be any background going into picking a 
number for the insurance that is required.  That is a big issue for our small members. 

Mr Harben :  The difficulty is that in many cases, agencies choose the default position. 

Ms Robertson:  Yes. 

Mr Harben :  The Treasurer will publish guidelines and say the default position is $10 million and 
for agencies it is quite easy to take the default even though the value of the contract might be a few 
hundred thousand dollars.  For small companies, having insurance for $10 million is almost 
prohibitive. 

Ms Robertson:  And quite often they ask them to carry that insurance for up to seven or 10 years 
after the end of the contract, which is a hell of a long time for someone to have to carry that cost, 
which again leaves people not wanting to go into business because it is too hard and not commercial 
for them. 

Mr McAdam :  It is important that both parties have a sound assessment of risk when it comes to 
doing a contract and that having uncapped liability and very high levels of insurance is actually not 
good risk management and it is not good project management.  It is much better to have adequately 
trained procurement officials who can make a realistic assessment of risk, can apportion that risk to 
the party best able to carry it, and apply a level of insurance that is sensible to that risk and then 
manage the project and manage the risk throughout the life of the project.  That is a much better 
way to do that and will bring much better outcomes in terms of government and industry being able 
to deliver on the project if you have a more robust risk assessment process right up front rather than 
as suggested.  It is just applying the default. 

Mr Harben :  I should point out that the Department of Treasury and Finance have been extremely 
fair in debating this issue with us and it has moved considerably towards our position on liability.  It 
now recognises that a reasonable case-by-case basis of determining indemnity insurance is the right 
thing to do.  So we are in agreement.  I think the difficulty is the mechanics of that and getting that 
through the State Solicitor’s Office and RiskCover.  We are waiting to see what the outcome of that 
will be, but I do not think it is easy. 

The CHAIRMAN :  You have also mentioned the cost of this and you have suggested that it should 
be minimised but not less than five per cent.  Do you have any strategies that you could put forward 
as to how government might help reduce companies’ costs? 

Ms Robertson:  I think a lot of it is to do with the pre-work before the tender comes out.  A lot of 
the time the government will release a tender, and then when it actually gets to a point of 
negotiating and/or talking to the last three companies left on the list, it has not finally worked out 
exactly what it wants to do or exactly what the risks are, or exactly what the insurance needs to be.  
Therefore, inevitably it either takes a longer time, which means there are companies hanging on 
and/or putting in effort in the background and/or they have to resolve all these things via legal 
discussion on the way through.  One of the things I think our members would like to see is that risks 
are assessed in a reasonable fashion so that everybody knows what they are dealing with up-front 
and it does not change on the way through, which happens a lot, and the cost can be contained on 
knowing what you are in for from a negotiation point.  Some of these contracts take two years to 
negotiate and that is a hell of a long time to be sitting there with potentially up to half a dozen 
people working on a contract, and you still do not know that you are going to get the outcome you 
want. 

Mr McAdam :  And it is all at risk from the industry side.  One hundred per cent of risk is carried 
on the industry side, when you are in that position. 

Ms Robertson:  That is right. 
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Mr Harben :  There is probably a couple of things I will say about that.  James alluded to them in 
his opening remarks.  It makes an enormous difference for companies that are trying to operate 
across the country if there is commonality of terms and conditions.  That makes life so much easier 
if we know in each jurisdiction that we are dealing with similar sorts of things.  That is one thing.  
The second thing is that we find that agencies use industry as a sounding board and they use the 
procurement process to do that.  By that I mean, we will respond to tenders in good faith only to 
find that agencies choose not to reward the business at all because they have discovered in the 
process they have realised that we have misunderstood what they are trying to achieve or it is not at 
the marketplace or it is outside the scope of their budgets.  That is incredibly frustrating for industry 
because it costs money to do and takes time, only to have it thrown in the bin.  There have been 
some instances in recent times when that has happened.   

Mr Martini :  In recent times we held a symposium for our members and the strategic view of what 
is happening.  Following on from that the Department of Education and Training was looking at 
providing the AIIA with more detailed briefings.  Therefore, from its point of view their 
procurement opportunities would inform us to write up funds.  That has been a positive initiative 
and we certainly support that. 

Mr McAdam :  If you look again at the liabilities, you have an example of how you can save costs.  
So when we have to look at this issue from the federal level, we discovered that in 90 per cent of 
cases the agency would cap liability with the supplier.  However, it started out from a default 
position of uncapped liability.  This then led to a long and protracted period of negotiation with 
lawyers on both sides and huge costs and that sort of thing to get to a position which in nine times 
out of 10 you were going to get to anyway.  All we are suggesting with the liability issue is that you 
move the starting line a bit closer to the finish line rather than - 

The CHAIRMAN :  Has that analysis been done in terms of the Western Australian context? 

Mr McAdam :  I would have to go back and have a look at the report.  Of course, we looked at the 
situation as it pertained in each jurisdiction.  I just cannot recall. 

Mr Harben :  One of the reasons that the Department of Treasury and Finance moved towards 
capping liability is its recognition that in most cases we can deliver that anyway.  There have been a 
number of extremely large government contracts in recent times where protracted negotiations have 
ended up in capping liability, but the interesting thing is that some fairly significant multinational 
players have dropped out early in the process because they assumed it would be an uncapped 
liability position.  The difficulty with managing risk for public companies now - particularly US 
companies, but it will be more prevalent with Australian companies as legislation is enacted here - 
is that it is just not possible to mitigate risk that you do not understand.  If it is unlimited then you 
cannot deal with it.  Therefore, some companies are saying up-front that they are not going to bid 
for the business.  I think once the Department of Treasury and Finance recognises that in the end it 
was capped because they would not have anybody left to play with, they have come to the party 
with us and agreed that we need to move down that path.   

The CHAIRMAN :  We mentioned payroll tax, which I do not propose to go into just now.  You 
did talk about R&D tax concessions and so forth and your lobbying efforts with the federal 
government and requesting the WA government and other state governments to assist you with this.  
What progress do you think is being made and what do you hope to achieve? 

Ms Robertson:  I guess we have not made a lot of progress with the WA government because it has 
not necessarily been a champion of it if you like.  Most companies struggle with this because the 
small companies are the ones that are doing a lot of the good work in the R&D space and therefore 
they are too busy to stop and go and work with government.  I think history has shown that it is 
very hard to actually get anything out of government from a concession point of view for research 
and development and so they tend to presume that that will always be the case and they go off and 
do other things and/or they go to Queensland.  There are a lot of things that go on and a lot of other 
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options that they are seeing.  I guess our first point of call is to make it an awareness factor through 
Parliament that this is quite a critical thing for most R&D companies in this state in which there is 
some very good research and development going on.  They tend to take it off-shore or big 
companies buy them very quickly because the world changes so fast in the ICT space that these 
businesses get snapped up if they are any good.  I think we need to have recognition of it and we 
need to start looking at how we champion these programs. 

[11.30 am] 

Mr Harben :  A cringe factor applies to all jurisdictions and industries and it very much applies to 
ours.  There are lots of anecdotal stories of companies that think their success will be offshore or in 
the eastern states and they choose never to do business with the Western Australian government.  It 
may be a WA company and there is some cringe factor associated with it.  It is true with most 
industries, but I am not saying that it is specifically true of ours.  We have a challenge ahead of us.   

We have identified payroll tax as one of the issues.  The challenge for our industry is to work with 
government to do what we talked about for Queensland; that is, make Western Australia an 
attractive place to locate one’s business.  There are so many pluses for us.  We have phenomenal 
weather, fantastic location, good schools and all sorts of very good things for families.  What we 
have to do is make them good things for companies.  We have to get our heads around what we 
think those things will be.  Payroll tax is a definite and R&D concessions will, at some time, need to 
be considered.  There will be issues around clustering and accommodation.  We have to spend time 
determining what that is and start a campaign working with government that says to not only attract 
information and communications technology industries per se, but also the users of industry - 
people who want to make use of our technology, research and development.  Let us get them to put 
their offices here rather than on the east coast or in Singapore.  It is early days and payroll tax is one 
of the issues.   

The CHAIRMAN :  You mentioned the concern about different grants, funding and other financial 
incentives offered by either the state or federal governments and the confusion that surrounds many 
of those.  You recommend some level of consolidation.  Would you like to expand on that? 

Ms Robertson:  One of the things that our members, from the small companies to the big 
companies, struggle with is that if they are trying to do something creative, get funding to go 
offshore or build skill positions in their companies, it is difficult for them to find anybody in 
government who owns programs, explains how to work with programs, explains how to promote 
programs, get a reference or any of the things that tie to their business.  There is never one group 
that owns all of this stuff.  An example is the Department of Industry and Resources.  Three 
ministers potentially look after DOIR and they interact, crossover and do all sorts of things.  There 
is not one single point in DOIR a company can go to and say that it is an ICT company and it is 
doing X and wants someone to talk to about what it can do.  We cannot get that level of detail.  On 
the back of that, we have almost the same thing at a federal level, although a little bit better 
contained.  Heaven forbid if a company wanted federal funding, support or referencing a company, 
it would spend an enormous amount of time working out whether lines join up.  A lot of these 
companies do not have the time or resources to track down this stuff.  We do not necessarily need a 
department of ICT, but we would like to see consolidation of all things ICT that the government 
potentially can offer, help with and wants to know about.   

The CHAIRMAN :  Is this where your portal idea comes in?   

Ms Robertson:  Yes, absolutely.  It needs to be tied together with something technical or 
technological that is not necessarily putting people in the one place.   

The CHAIRMAN :  A sort of on-line one-stop shop.   

Ms Robertson:  Yes, something so that people can find out where these things are.  We are more 
than happy to talk to any department at any place or even go to Canberra and talk to the feds.  As a 
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starting point, we need to know where it is.  We do not want to spend three weeks trying to track 
down the person we need to talk to.  Eventually we go to talk to that person and, inevitably, they 
have moved and are now under a different minister and the game has changed.  That continually 
happens here.  It is a particular issue with DOIR.   

Mr McAdam :  One of the ways to make it easier for companies, instead of thinking about it in 
terms of bringing the grants together in one place so a company can access them in one place, is 
perhaps thinking about it in terms of business events.  For example, think of the things a business 
goes through.  The website would suggest to those people starting a business to click on a point and 
that would give them the information on the support that is available.  A business may be 
undertaking R&D and they can click on that area to find out what support is available.  It may be 
commercialising R&D, and the relevant support can be available on a website.  Instead of thinking 
in terms of bringing things together, think about it in terms of the phases that a business goes 
through and leverage what support is available from that perspective.   

Mr Martini :  The reality is that when we were putting this together, from an executive’s point of 
view, none of us was aware of what program or programs were available.   

The CHAIRMAN :  We are not and we are members of Parliament.  I am thinking about it off the 
top of my head and there is the Small Business Development Corporation and DOIR - it goes on 
and on.  Where do you feel a natural home for something like that should be?   

Mr Martini :  The Department of Industry and Resources is a good spot.  From an investor 
attraction point of view it does have a focal point.  If you want to invest in WA, there is one person 
you can go to who will provide the information.  In relation to local companies or development 
locally, that information should be available from a central point.  Possibly using a lot of investment 
attraction could help.   

The CHAIRMAN :  We will need to wrap up in about five minutes.  I have one more question 
about the Office of e-Government, which was established some time ago and I am not sure what 
will happen to it now.   What has been your experience with that department?  Have you any 
comments about it and its future?  You can be frank; however, you are being recorded by Hansard.   

Mr Harben :  Industry was involved in a series of workshops leading up to the formation of the 
Office of e-Government.  The Department of the Premier and Cabinet was very inclusive of 
industry in terms of developing a charter for the Office of e-Government, for which we are grateful.  
My broad understanding is that it has three functions.  Having said that, I have a complete mental 
blank.  It is a policy setting process.  It has a role around policy within government agencies and a 
specific role around the interface between government and the community in terms of community 
access to government information.  It has a third role which is the ability of the community to have 
some input into the electronic interface with government.  It is meant to allow community 
consultation.  My view is that the consultation side of the Office of e-Government has not worked 
particularly well.  I think that industry would say that with some exceptions they do not get a great 
deal of opportunity to discuss standards and policy with the Office of e-Government as well as it 
may want to.  It is very difficult for us because the Office of e-Government sits within the 
Department of the Premier and Cabinet; procurement sits within the Department of Treasury and 
Finance; and industry development sits within the Department of Industry and Resources.  They 
have different ministers and, as you heard, in one department’s case there are three ministers.  
Sometimes our ability to consult with these people and to get some common purpose is difficult.  
Government would see industry development and procurement as being different things.  We agree 
that procurement should not be a means by which to drive industry development.  Whether the 
Department of Industry and Resources thinks that is another matter.  Where the Office of e-
Government sits in all of that and what it is attempting to do is another issue for us.  If anything, we 
are a little confused about how it is trying to align itself.   
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Mr Martini :  From our point of view we obviously welcome the fact that the Office of e-
Government is promoting ICT and its uptake of ICT within government and the community and 
best practice, which we certainly applaud.  Its charter is limited and, therefore, its charter is not to 
engage with industry, and, from our point of view, that may be what is missing.   

The CHAIRMAN :  The committee has no further questions.  Do you have any final comments?   

Mr Martini :  Thank you for the opportunity. 

The CHAIRMAN :  I am sure I speak for all my colleagues when I say that I have really enjoyed 
our discussion today.  It has been comprehensive and relevant to us.  We appreciate that.  I have a 
closing statement that I need to read out.   

A transcript of the hearing will be forwarded to you for correction of minor errors.  Please make the 
corrections and return the transcript within 10 days.  If you do not return it, we will deem the 
transcript to be correct.  Thank you very much.  I am sure we will meet again in some of the 
activities that are coming up in the near future.  If, in the future, you have anything that you would 
like to pass on to us, please contact our research officers.   

Hearing concluded at 11.40 am 

__________________ 


