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Ladies and gentlemen, welcome to Picture the Future; Australia, Productivity.
What is Picture the Future?
It is a research project analysing Australia’s greatest productivity challenges today and into the future. We then present a technology blueprint for helping to solve these challenges. The time frame we are looking at is from 2010 to 2030. 
I’d like to make it known that it’s a Work in Progress. Our external launch to media, customers and key stakeholders will in February next year, so please keep this to yourselves. 

Agenda
A brief overview of the structure of today’s presentation.
An overview of what productivity is and how it is important
Then Australia’s big challenges
Finally presenting a technology blueprint

Before I start on the presentation, I’d like you to open your mind and picture the future.
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- How will it look like?
- Can we do it?
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Picture the future where:

Australian made is the global mark of quality and innovation

Australia’s freight and communications networks seamlessly connect us

Australia’s economy thrivers off green industries

Technology improves productivity and promotes a work/life balance for all Australians
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Productivity

Importance of productivity

Sustainable Australia
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Sustainable economic growth
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Productivity and competitiveness
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Technology and innovation
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Improving productivity means we can afford more

Ford Falcon Can of Coke Sony TV

2011 e B 2011

Present

$1.20 - $996

Past

ABS Cat. No. 6302.0 Average Weekly Earnings, Australia, 1960 -2010, ABS
ABS Cat. No.4102.0 Australian Social Trends, 1996, ABS
Siemens Market Research
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With increased productivity, we get paid more (because we output more) and…goods become cheaper, higher quality, more advanced and with more features. This slide shows how much each item costs today and what it used to cost. Then it shows the amount of time the average person would have to work to afford each item if all their wages went towards purchasing the item.

For you, increasing productivity means everyday products and services become cheaper while your wages become higher because you are producing more output for every hour you work.


Ford Falcon
As an example, in 1960, the average person used to have to work 60 weeks to afford a new Ford Falcon, today, the average person only needs to work 30 Weeks. Not only that, but there’s been a huge increase in the number of features included and quality of the Ford Falcon since 1960. Productivity through technology and innovation has enabled this.

Features / performance in past…
0-100km/h – 14.8 seconds 

Features today…
Climate control
IPod integration
Satellite Navigation
Airbags
0-100km/h – 7.8 seconds

Can of Coke
Average person works 2.2 minutes today vs 3.0 minutes in the past

Sony TV
4 days vs 4.4 Weeks

Features / performance in the past
CRT TV with a single lens!

Features / performance today
40" Full HD 1080 LCD 100HZ TV

Apple Computer
1.0 week vs 4.6 weeks

Features in past
48K RAM
1.0 MHz Processor
external 143K floppy drive

Features today
Laptop / portable with WiFi
250 GB hard drive
2.4GHz Processor
2GB Ram

http://upload.wikimedia.org/wikipedia/commons/2/2c/Xk-falcon.jpg�
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Improving productivity means we can afford more
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With increased productivity, we get paid more (because we output more) and…goods become cheaper, higher quality, more advanced and with more features. This slide shows how much each item costs today and what it used to cost. Then it shows the amount of time the average person would have to work to afford each item if all their wages went towards purchasing the item.
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Australia’s productivityis on the decline

Market sector*multi-factor productivity index
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Source: ABS Cat. No. 5260.0.55.002 Experimental Estimates of Industry Multifactor Productivity, Australia: Detailed Productivity Estimates, 2010, ABS.
*Market Sector excludes Public ad ministration and safety (O); Education and training (P); Health care and social assistance (Q);
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We’ve seen that we need to increase productivity to cope with the impacts of the global megatrends..
This graph shows Australia’s MFP vs time. MFP is GDP per unit of labour and capital
From 1994-95 to 2003-04, Australia’s MFP increased at a rate of 1.6% per annum 
But, since 2003-04, MFP has declined steadily at 1.2% p.a.
This has gone largely unnoticed – despite the harm it is having on our competitiveness – it has been masked by the profitability of mining. From 2001 to 2009, Australia has moved from 5th to 18th in the World Economic Forum’s Global Competitiveness Index

What has caused this decline since 2003-04?
There are 3 main industries that have experienced negative productivity growth….
 Mining @ 5.2% p.a.
 EGW (Utilities) @ 4.2% p.a.
 and Manufacturing @ 1.8% p.a.
Mining and EGW have seen large increases in capital and labour for a relatively small increase in output
Whilst manufacturing has seen a large increase in capital, has improved in labour productivity but output has declined

We have chosen to focus on mining and manufacturing as a case study to investigate Australia’s productivity challenges
Our energy and water PTF initiatives have covered the Electricity, Gas and Water industries, however we will touch on aspects of these industries 

Mining – it is profitable, but less productive – declining in MFP at 5.2%p.a – Both Labour productivity and capital productivity declined
Declining ore grades, having to dig deeper and process more complex ores to get a unit of output – more effort is required – traditional mining methods becoming less and less effective - we need a step change in technology to reduce this effort
High ore prices – makes cost optimisation not such an issue – Rapid scaling of mine sites to take advantage of high prices – leading to inefficiencies – optimisation of the mine’s costs not a priority – its more about how quickly can I get it out of the ground
Bottlenecks in bulk ports – increasing the cost of freight and constraining output
Capital investment lag (3-5 year lag) [digitalisation can help with this perhaps] – example Olympic Dam, it will take 4 years of digging through 120m of dirt just to reach a copper deposit
Manufacturing @ -1.8% p.a.
A decline in output – from global competition (offshoring), GFC
An increase in Labour productivity but a large expenditure on capital (to displace labour, to meet safety regulations, to maintain or improve quality of production, to upgrade old machinery)
Manufacturing is seeing diminishing returns from automation – Most of the low hanging fruit has been picked – more effort required now to get an increase in output – we need to see a step change in technology
The dominance of mining, attracting high quality skilled labour and increasing the exchange rate – making our manufactured goods less competitive on global markets
Manufacturing has an issue that most sites are brown-field – so significant capital is required just to keep them running
Decline in output from off-shoring
Electricity, gas and water @ -4.2% p.a.
Rapid investment in desalination infrastructure and power infrastructure in light of projected water & energy demand increase
Climate change mitigation, investment in more expensive renewables
Water usage reductions and energy efficiency have reduced demand for output from utilities

Solutions to the challenges in Utilities are presented in the Energy & Water Picture the Future initiatives
Agriculture, forestry and fishing (up until 2007-08 declined at 1.4% p.a.)  – Drought+ unusually high temperatures

Only market sector; excludes Public administration and safety (O); Education and training (P); Health care and social assistance (Q);
 - Sectors within the market sector that they struggled to measure productivity of were: 
L Rental, Hiring and Real Estate Services	
M Professional, Scientific and Technical Services	
N Administrative and Support Services	
S Other Services	

We need to turn this decline around and overcome current and future challenges

“That the Australian Government introduces a national aggregate productivity growth target for the medium-term to 2030; and that modelling is undertaken to assess the appropriate level for the target” – inquiry into raising the productivity growth rate in Australia (Productivity Commission)



Australia’s increasing Healthcare costs SIEMENS
Also a productivity challenge
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Australia’s healthcare pressures
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Telstra’s 2011 Productivity Index

Productivity in Australia

THE TEI.STRA Productivity is considered a top priority
PRODUCT'V'TY for 76 per cent of Australia’s private
|ND|CATOR sector and Government organisations

Of those only 25 per cent actually
—— measure productivity

\\\\\\\\\
AND BEHAVIOURS TOWARDS IMPROVING
PRODUCTIVITY IN AUSTRALIA

— 58 per cent are experiencing a
Productivity Improvement Deficit
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Productivity is considered a top priority for 76 percent of Australia’s private sector and Govt organisations
Of those only 25 percent actually measure productivity, set targets for it or state that they have achieved productivity improvements
58 percent of the 3500 respondents believe that their organisations are experiencing a Productivity Improvement Deficit 
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How can Australiaimprove productivity?

Research and
educational institutions

Provide knowledge, skills
and innovation

Collaboration

Government Industry/companies
Facilitate productive  ~ g Directly drive
behaviour productivity growth
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Australia faces many challenges which will have a negative impact on our productivity growth

Redo these slide notes to include key messages from the brochure


With productivity being such a wide ranging issue – many parties must contribute to improving productivity

Government and Companies have different roles when it comes to improving productivity and their responsibilities can overlap

Government must facilitate productive behaviour

Industry & Companies need to directly drive productivity growth

For example, the Government needs ensure there is sufficient healthcare services available – a healthier population is more productive. They must also foster competition between firms – nothing drives productivity improvements better than a bit of competition

Industry and companies must take advantage of technological advances and employ innovative processes

Whilst there is an overlap of responsibility for example – investment in human capital, investment in R&D and investment in quality infrastructure

Instead, the government can more effectively help the economy achieve its productive potential by allowing the market to operate unimpeded and allow resources toflow to their most efficient use. (i.e during mining boom and after the mining boom)

Allowing market forces to direct Australia’s labour and other resources into their best uses is likely to result in Australia having a more sophisticated manufacturing sector, with a growing share of the economy provided by services

We need a measurable reduction in compliance [find stats for compliance burden]

Education is very important!

The future of Australian manufacturing lies with policies that strengthen the overall economy and support competition.
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Australiahas productivity enablers
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“We have a huge opportunity to create globally successful organisations as other nations are recovering from the GFC however the window is small.” Gordon Hewitt

Australia’s future is extremely positive… there’s no reason why our productivity is reducing

We have no excuse to being unproductive.

We have enough known mineral reserves for the near future…. we can fund new industries from our mineral reserves.

We have enviable access to renewable energy sources….

We have the land....

We have a stable economy....

We have strong financial markets….

We have quality healthcare….

We have the innovative talent….

What new industries can we create to replace mining once it disappears?

If Australia is to be a highly innovative economy, then it will need skills

How can technology help us get there?


A vision for the future SIEMENS

Improving productivity through technology and innovation

Digitalisation and
automation

Information and communications technology

© Siemens 2011 Innovation for generations.
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Four key pillars that are transferable across any Industry
Digitalisation and Automation 
Freight and logistics optimisation – We need to improve our freight and logistic networks to ensure that Australia remains globally competitive while accommodating the forecast population trade growth
Environmental sustainability – We must improve our carbon footprint if we are to ensure a sustainable Australia for future generations both economically and environmentally
Collaborative innovation 

ICT is a common enabler for the 4 technology areas; Its what you do with ICT that improves Productivity not just ICT itself
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Red Bull Racing — process lifecycle management

© Siemens 2011
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INNOVATION PARTNER
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PLM software at work

Engineers virtually develop the
entire vehicle

Assemble all 4,000 individual
parts and put the vehicle
through its paces

New parts milled and moulded
immediately

Design and manufacturing
personnel have saved 75 per
cent of their time

All while sitting at a computer

Innovation for generations.
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Process Lifecycle Management – PLM

Red Bull Racing Headquarters – Milton Keynes, London UK

Of the 12 teams in the Formula 1 – 8 teams are based in the UK

There is no industry where products have to be developed and manufactured as fast as they are at 
Formula One factories. 

Small changes in configuration can affect the entire performance of the car the way they can in Formula One. 

Victory and defeat are often only fractions of a second apart. 

The engineers virtually develop the entire vehicle, constantly design new components, assemble all 4,000 individual parts and put the vehicle through its paces – all while sitting at the computer.

Designers and manufacturing regained up to 75 percent of their time by eliminating tedious and repetitive portions of the design and manufacturing process
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Red Bull Racing — Team Centre

Solution to design bottlenecks
and collaboration

Rapid prototyping and parametric
modelling
Models that are easily changeable

Key parameters can be changedin
seconds

Collaboration of the engineers
across hydraulics, transmission,
aerodynamics or electronics

TEAM CENTRE system
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RMIT Electric Racing

RMIT collaboration

RMIT University is a trailblazer in
electric vehicle engineering

Siemens is working with the RMIT
to engineer the car

Donation of the PLM software used
for Red Bull Racing to RMIT

© Siemens 2011 Innovation for generations.
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Textor — Company profile

History of Textor

Textor = 2000 — Textor bought the company

Textile Technologies

during liquidation

= Textoris a privately owned company
specialising in medical textiles

= 2001 — $7million turnover with 60
employees

= 2011 — $20million turnover with 50
employees
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Privately Owned Company
Medical Textiles Industry
50 Employees
Production 24/6
Based in Tullamarine
Export to SE Asia/Middle East/India
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Textor —key challenges

Key manufacturing challenges

Textor = World economy and interest rates

Textile Technologies

= Cost of oil and shipping costs

= Raw materials costs escalating at
an alarming rate

= Carbon trading outcome is not
understood

« Efficient energy management

© Siemens 2011 Innovation for generations.



Textor’s productivity gains

SIEMENS

© Siemens 2011

Automation install

Textor increased output from 175kg
throughput per hour to 610kg

Downtime on the production line costs
Textor $1,200 per hour

Increase in productivity due to
elimination of downtime

Preventative measures through
technology have cut down stoppages

Diagnostic control of the production
line enabled through intelligent
technology

Innovation for generations.
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Preventative measures – limits are set for heat and vibration and the system will alarm when they exceed limit
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Picture the future where:

Australian made is the global mark of quality and innovation

Australia’s freight and communications networks seamlessly connect us

Australia’s economy thrivers off green industries

Technology improves productivity and promotes a work/life balance for all Australians
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