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The CHAIR — | declare open the Public Accounts and Estimates Committee hearings on the 2004-05
estimates for the financia servicesindustry and the manufacturing exports portfolios. Welcome to the Honourable
Tim Holding, Minister for Financia Services Industry and Minister for Manufacturing and Export; Mr Peter
Harmsworth, secretary of the Department of Innovation, Industry and Regiona Development; Ms Jane Nidl,
deputy secretary, business development; and Mr Bruce Mapperson, director, Office of Service Indugtries, in the
Department of Innovation, Industry and Regional Development; departmental officers, members of the public and
the media

All evidence taken by this committee is taken under the provisions of the Parliamentary Committees Act and is
protected from judicia review. However, any comments made outside the precincts of the hearing are not protected
by parliamentary privilege. All evidence given today is being reported and witnesses will be provided with proofs
of their transcripts early next week.

Minister, you or your chief of staff have the opportunity to call departmenta officersto your side of the table,
should you wish. Only members of the paid secretariat are to approach the committee' s side of the table.

Before we begin | asked that mobile tel ephones be turned off and pagers put on silent mode.
Minigter, | invite you to make your presentation.
Overheads shown.

Mr HOL DING — Thank you very much for the opportunity to present on both the financia services
industry portfolio and also shortly the manufacturing and export side of my responsibilities. | do not propose to go
through the firgt dide in any detail. It shows the departmenta output groups for the Department of Innovation,
Industry and Regiona Development. | am sure Minister Brumby has aready touched on those.

Why do we have aMinigter for Financial Services Industry? It is avery important industry to the Victorian
economy. Thereis some Statistical information there about the size of the industry, with awork force of

92 000 people, which is asignificant percentage of the Victorian work force; it is aso an industry that makes avery
significant contribution to the Victorian economy. After manufacturing and after property and business services the
financia servicesindugtry isavery significant player in our state economy. Y ou can see there is aso particularly
the focus on the City of Melbourne. A lot of the financid services investment isinner-city based, employing alot of
people in the Melbourne CBD, and many organisations are represented.

What have we been doing in 2003-04? We have released the financia servicesindustry action plan. | will say abit
more about that in a moment, but suffice it to say that that plan arose from the audit. | reported to the last Public
Accounts and Estimates Committee meeting that we would be releasing that plan in the financial year 2003-04,
and | would be happy to take questions on elements of the plan from committee members.

We have facilitated a significant amount of new investment in financia services. It has generated many new jobs
and will generate more jobs in the period going forward. We have staged the financia services symposium, as well
as establishing five new financia servicesindustry working groups as part of our Finance Industry Consultative
Committee. In relation to the plan, the plan was part of Victoria— Leading the Way. What are the key initiatives?
What does the plan seek to do? It seeks to build on our strengthsin financia servicesin Victoria. It seeks
particularly to focus on our research capabilities and our exigting strengths in education, training and skills. Thereis
a strong focus on positioning Victoriain the international marketplace as akey centre for financial services
investment. Aswell, we want to seek new growth opportunitiesin emerging sectors for the financial services
industry. A key initiative is the Melbourne Centre for Financial Studies. It isaresearch initiative and it is one that
would be supported by the Austrdian Investment Research Foundation. | am happy to say more about those
initiativeslater on.

Other key initiatives focus on international promotion. The Regiona Business Investment Ready program is an
important part of the services we are providing to strengthen the industry in regiona Victoria. | reported to the last
Public Accounts and Estimates Committee hearing that we would be establishing the Y our Town, Y our Bank
program. | am now happy to inform the committee that we have extended that program from regiond and interface
councilsto al councilsin Victoria, so now the 22 metropolitan council areas are dso digible to apply for support
under that program.
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What are we doing in the next financia year? We will be implementing initiatives in the industry action plan,
focusing more on that promotion of Melbourne and Victoriaas a centre for financid servicesinvestment and
making sure that we continue to roll out programs which support financial servicesin regiona Victoria. | am happy
to take any questions that committee members may have.

Mr RICH-PHILLIPS — Can| get some clarification of respongihilities before we start? Do you have
full responsibility for service industries?

Mr HOLDING — Mogt of the service industries report to me. Maybe | can talk to the dide showing the
organisational chart. Asyou can see, these are al the groups within the Department of Innovation, Industry and
Regiona Development. Mr Rich-Phillipsisredly asking for information about what are the sectors within the
department for which there isafinancial services eement, if you like. Firstly and most immediately, Mr Bruce
Mapperson is responsible for the service industries. They deal overwhelmingly with the financia servicesindustry,
but also provide some support for other areas, both within my portfolio responsibilities in the manufacturing and
export area, which | will not touch on now, but areas such as retail, transport distribution and logistics, aswell as
professional and technica services, for which | am responsible. Also, you can see Invest Victoria mentioned there
to the left-hand side of the screen. Thereis shared responsibility for Invest Victoria

| will have some information distributed to the committee shortly which emphasises the financia servicesindustry
as one of the key targets for new investment that we are seeking to attract to Victoria. A significant part of my
interface with Invest Victoriaisin the financia services sector.

In regional development | touched on the Y our Town, Y our Bank program, which is a program which | administer
but which falls within the competence of Regional Development Victoria. It is administered within that part of the
department. Aswell, if you go across to the business support program, which is the program for which Lynne
Williams is the deputy secretary, you can see there aretwo headings there: one for investment facilitation and one
for international business and exports. Both of those areas dso have an interface with financia services.

The colour coding on the dide might not necessarily reved that because it would have just got too complicated —
we would have had three sets of colours covering those blocks — but obvioudy, as| mentioned, over $100 million
infinancia servicesinvestment was facilitated in thisfinancial year that isjust concluding. That investment is
driven and facilitated by the investment facilitation group. It did alot of work, for example, on GE Consumer
Finance s Burnley investment that we were able to announce this financial year; and international business and
exports has afinancial servicesfocus as well. We targeted within our Opening Doors to Export plan the financia
services as agrowth area for export possibilities, and James Hodges in that area does alot of work on promoting
our export capability in financial services.

The CHAIR — Thank you for that clarity. | refer you to page 142 of budget paper 3, where thereis
reference to an objective to attract and facilitate new investment into the state. Could you provide the committee
with evidence or material that shows that the Victorian government is a competitive destination for new investment
inthe financia servicesindustry; and how do you propose to utilise that evidence?

Mr HOLDING — | might just have some information distributed to the committee, which isthe
Benchmarking Victoria research document and the financial services information that has been prepared for us by
Invest Victoria Thisis some research that has been prepared for the Victorian government by the IBM plant
locator index. The committee would be aware that in previous years ministers have also drawn on this research to
demondtrate Victoria' s capabilities across arange of industry sectors. Thisisthe April 2004 iteration of this
research. If you go through it you will redlise thereis a significant focus on the financia services industry, and you
can seethere that financial service centresin particular and funds management in Victoria are two centres. It isthe
other periodical, Mr Forwood, that | am talking to.

The CHAIR — Heis jumping ahead. He has already read the first one.

Mr HOLDING — Thisresearch redly showsthat if you look at the cost and quaity matrix and across all
of the different industry sectors that we are targeting, we have targeted Victoriaand Melbourne as an investment
destination both in terms of the cost of doing businessin Victoria, but aso the quality of Victoriaand Melbourne as
acentre for investment in that particular area.
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What this research showsisthat if we look at financial shared services we are alower cost destination than Sydney,
Dublin, Chicago; we outrank Hong Kong, Brisbane and Auckland on aquality basis, and we outrank destinations
like San Francisco and Manchester on both the cost and quality matrix. What that basically saysis, ‘Hereare
centres which are competitor centres for investment in that areawith Victoriaand Melbourne, and that Victoriaand
Melbourne stack up very well against our key competitors as avaue and a quality location’. From the funds
management perspectiveit is an even better story. That is not surprising given our historic strength in this area. We
outrank Frankfurt, Tokyo, Zurich, Singapore, San Francisco, south-east England and Hong Kong on both a cost
and quality basis, so this materid collectively will be used to target and promote Victoria as a centre for future
investment in the financia services area.

Thereisaso the financia services document — the second document — which is material aso prepared by Invest
Victoriato provide further background from afinancial services perspective on Victoria as a competitive location.
It looks at things like our infrastructure and the skill mix that we have in Victoria. We are avery multicultural state,
so for alot of financid services that makes us avery attractive destination.

The CHAIR — A supplementary.

Mr MERLINO — Minigter, does New South Wales, for example, produce a similar benchmarking
document and does it differ? Doesit use a different methodol ogy?

Mr HOL DING — Other states also promote the industries that they see they there arebeing very
competitivein. | would say that having reviewed some of the literature interstate from this perspective, Victoria's
literature stacks up extremely well — for example, having IBM do it means there is some significant level of
independence in rdation to the quality of the material that is produced. | think it is also important to stress that from
an investment attraction perspective Victoriais far more active than New South Walesin terms of promoting the
industries that we see oursalves as having an advantage in. We will touch on that as well in manufacturing, but you
would not want to try and cover the field, or even cover thefield in al of financia servicesaress. It is about picking
the areas where you have the best strength and where you are most competitive, and that is very much what this
research triesto drill down to.

The CHAIR — Another supplementary from Mr Forwood.

Mr FORWOOD — Just in rdation to this, how much will you spend on IBM, out of which output group
isit, and from which output group does the production of these documents come from?

Mr HOL DING — The benchmarking research is done by Invest Victoria. Obvioudy you can imagine
that fallswithin their complete competence. In the past the international investment attraction activities were spread
across alot of different output groups and even alot of different areas of government, with other departments doing
things aswell. We have tried to cover the field by consolidating al of those activities within Invest Victoria

Mr FORWOOD — How is Invest Victoria funded?

Mr HOLDING — It isout of the output group investment facilitation and attraction, so that ison
page 142.

Mr FORWOOD — Buit if you look at page 142, it has atotal amount for investment facilitation of
$37.4 million. Isthat al for Invest Victoria, or isthat made up of other programs as well?

Mr HOLDING — It ismogtly Invest Victoria, but it does cover some other programs aswell.
Mr FORWOOD — Can you give us a break-up of the — —
Mr HOL DING — We can give you a breakdown.

Mr FORWOOD — | have aredlly smple question. On the first page of the dide you talk about
contributing 8.8 per cent of the total factor income, or $14.6 billion, and if you go to thefirst dide in manufacturing
you talk about contributing $24 billion, or 14.5 per cent of gross state product. If you do the maths, you work out
that 1 per cent is $1.69 hillion. Why do you refer to tota factor incomein one group of dides and gross state
product in the other?
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Mr HOLDING — It isdifferent ways of measuring it.
Mr FORWOOD — It isthe same thing.
Mr HOL DING — The bottom lineis are you asking whether it is the third largest contributor to Victoria?

Mr FORWOOD — No, | am after amatter of terminology; serioudy. In this one you are talking about —

The CHAIR — These are the overheads — —
Mr FORWOOD — Totd factor income. If you look at your manufacturing dide— —
The CHAIR — Which we have not done yet.

Mr FORWOOD — | will wait till we get to that. Y ou talk about gross state product. If you do the maths
on it, you will find that 1 per cent isidentica in both cases, so why when you are dedling with financia services do
you refer to total factor income, but when you are dedling with manufacturing you refer to gross state product?

Mr HOLDING — It isjust because of the sources we draw the information from.

MsROMANES— Minigter, in your presentation you have drawn our attention to the action plan that you
have launched — action plan for financia servicesindustry. Could you explain to the committee in more detail
what the action plan isal about, what it intends to do and how it came about?

Mr HOLDING — Sure. | might distribute a copy of the action plan if that isdl right.
The CHAIR — Thank you.

Mr HOLDING — | will talk briefly to that.

The CHAIR — Can you tak to it whileit is being distributed?

Mr HOLDING — Thereis so much happening, Mr Forwood, it is very exciting. | was very pleased to
launch the action plan in May thisyear. ThisisInvesting in Victoria's Future. It arose out of an audit we completed
of the financia servicesindustry which | released in | think June 2003. Essentidly the initiatives within the action
plan, which were touched on during the state government’ s economic statement Leading the Way, have astheir
centrepiece the cregtion in Victoria of a Mebourne centre for financia studies. We see this as building on our
competitive strengths in the areas of research and also education and training, so | am happy to say alittle bit more
about the Melbourne centre for financial studies.

Also as part of the plan we want to build on our strengths in the funds management area. Y ou would be aware from
the earlier benchmarking research | distributed that Victoria and Mebourne are very competitive locations for
funds management research. We want to build on that strength and we propose to do that by state government
support for an initiative which has been supported by industry in the past, but which has never redlly been able to
get up and running. That will be the Australian investment research forum; and the AIRF will seek to
commerciaise some of our capabilities that exist in the superannuation and funds management research aress. We
will be seeking to build some global links there in away that makes Victoria an ongoing competitive location from
afunds management perspective. We will be building some links with international organisations that have
capabilitiesin that area dso. Aswell we are providing some support for Monash University — about $150 000 —
to better market their capabilities from afinancia services, education and training perspective. One of the things
they are doing that we think is very exciting isworking in partnership with the APEC forum in the Asia-Pecific
areato market our capabilities as a provider of skillsand training in the financia services areafor developing
economies. So, in other words, we can play arolein training centra bankers or funds managers, financia brokers
and financial service employees from awholerange of different areas for emerging economies. We want to work
hard to promote that capability and we want to work in partnership with Monash to see them showcasing that
capability aso.

More generdly we want to make sure that our investment attraction efforts are well targeted. Part of the industry
action plan sees us working in partnership with the commonweal th and with New South Wales, being the two
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states that have the strongest focus on financia services, to market our capabilitiesinternationally, and that isan
important part of the plan.

The CHAIR — Do you have key performance indicators or performance measures on this action plan?

Mr HOLDING — Wedo. There are a couple that relate specifically to the action planitself. They arethe
measures which will see the Mebourne centre for financid studies up and running. Thereis some information on
page 143 of budget paper 3 which calsfor expressions of interest, which we anticipate being able to release in July
and then make adecision later in this calendar year with aview to seeing the centre operational in the first quarter
of calendar year 2005. So thereisaKPI or performance measure which relates to the plan in that regard. More
generaly we have, of course, the performance measures which relate to investment attraction for industry. | am
happy to provide further information to the committee, if members are interested, on the way in which those
investment attraction targets relate specifically to the financia services sector.

The CHAIR — That would be helpful. Asyou know, the more information the better the report we
present to Parliament.

Mr HOLDING — | might answer that now, if you would like some more information on the investment
atraction side of it. | recdl we had a discussion about this during the last committee hearing and some questions
were asked about the sorts of things we could do to provide the committee with more information about investment
atraction and what sectors, if you like, we are targeting specificaly. While we obvioudy are reluctant to say what
our investment attraction targets are for specific industry sectors— for example, funds management or the
automotive sector specificaly, or whatever — for obvious reasons you could imagine how it would drive up the
cost of investment attraction if people were to know just exactly what investments Victoriawas targeting in any
given year. | am happy to inform the committee that in relation to financial services investment we will be seeking
in the next financia year to attract $25 million in capital expenditure and 850 full-time equivaent net new jobs for
thefinancia services sector. If you like, during the manufacturing and export side of the portfolio | can discussthe
performance measures as they relate to industry.

Mr FORWOOD — At the bottom of page 5 of this document under ‘Key initiatives' there are six
particular items. Isit possible to put dollar figures — only one mentions the $150 000 to Monash — against each of
those?

Mr HOLDING — Itis. | can provide someinitia information, for example, in relation to the Melbourne
centre for financial studies. We will be providing about $1 million over two years to support the establishment of
that. | would be reluctant to give the exact profile of that funding at this stage. As | informed the committee, we are
only at expression-of-interest phase at this stage and to provide further information on that would probably
prejudice some of the discussions we are having with the market. | can come back to the committee in relation to
the costs of some of the other initiatives. The global cost of the plan over two yearsis $1.8 million.

Mr RICH-PHILLIPS — Minigter, | would like to ask you about the $100 million in new financia
sarvices facilitated for the current financial year. Can you provide the committee with some detail of what that
consists of and in particular the definition of what you are talking about with the $100 million; are you referring to
bricks and mortar or capita expenditure investment herein Victoria as opposed to funds under management, and
also what employment results will be achieved with that $100 million investment?

Mr HOLDING — Firstly, | can say it does not refer to funds under management. It refersto capital
expenditure of initiatives or investment announced during that financid year. All that investment, all that capital
expenditure may not have taken place in that financia year. It may in fact be spread over severd years. But the
figure of in excess of $100 million in new financial services investment attracted relates to the announcements
made that financia year.

I will get thefigure in relation to jobs that support that initiative. In relation to financia servicesit is 1570 jobs, and
| sressthe significant key new investment that we have been able to attract in Victoriain the last 12 months — in
fact one of the most significant investments in Victorian history — was the GE Consumer Finance or the GE
capital announcement, which isthe significant redevelopment that is occurring a its site in Burnley where it will be
establishing, among other things, an Asa-Pacific training and development centre for its global operation. Itisa
sgnificant new investment. If members have additiona questions | would be happy to provide some further
information about that investment.
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Mr RICH-PHILLIPS — Areyou able to provide details of any other investments towards that
$100 million figure— specific projects?

Mr HOL DING — One was the Royd Bank of Scotland which has expanded its Austraian head officein
Me bourne and moved to afull banking operation. The US-based DST International has established Melbourneasa
development and support centre for the region for financia services technology. We have seen an increased
Victorian presence by HSBC, the Hong Kong Shanghai Banking Corporation, in the retail banking area, aswell as
by Citigroup in the custodial and asset management area.

St George Bank, as you would be aware, is the fifth largest bank in Australiaand it has opened five new branches
here in Victoria, one of which in Collins Street | had the opportunity to participate in the opening with Lord Mayor
John So, and as well Rainmaker, which publishes the weekly Financial Sandard, which is one of the key journas
promoting industry research and the latest information particularly from an investment management perspective,
has set up its operation in Mebourne as well, so we are very pleased to see that.

Mr RICH-PHILLIPS — These are dl facilitated investments.

Mr HOLDING — These are dl investments wherethere was some involvement of some sort by the
Victorian government. | want to stress that a facilitated investment is not necessarily an investment where the
Victorian government makes some sort of payment or enters into some sort of legal agreement with the company.
It may be afacilitated investment in terms of identifying appropriate industrial land in the case of a manufacturing
enterprise; it may bein terms of supporting a desktop anaysis of available retail or commercia premises; it may be
support for infrastructure; it could be awhole range of different forms of support. But our investment facilitation
unit, aswell as our investment attraction activities within Invest Victoria, provides arange of support to new
investors.

Mr MERLINO — My question iswith regard to community banking. | will give aplug for the Shire of
YarraRanges; | think it is the community banking capita of the state. On page 146 of budget paper 3 thereisa
reference to community banking projects. Could you inform the committee of the progress of thisinitiative and any
further developmentsin the area of community banking?

Mr HOLDING — A gamdl initiative but a very important initiative by the state government wasthe
announcement last year that we would be supporting local communities through local councils which were going
through the process of making decisions about the sorts of financia services they wanted to seein their local aress.
These sorts of decisions often come about as aresult of bank closuresin locd areas, particularly in regional aress,
but in metropolitan areas aswell. That iswhy last year we supported the Y our Town Y our Bank initiative.

Since then we have been pleased to be able to identify six community bank feasibility study grants: one in Willaura
Lake Bolac, where | was pleased to make the announcement of the program itsalf; onein Merbein in partnership
with Mildura Rural City Council; one in Dimboolawith the Hindmarsh shire; onein Clunes with the Hepburn
shire; one in Romsey with the Macedon Ranges shire; and the most recent one in Buninyong with the City of
Bdlarat.

Only acouple of weeks ago | was able to announce with the member for Burwood at the Surrey Hills community
bank that we would be extending this program to the metropolitan area because we believe the benefits that have
flowed to loca communitiesin regiond Victoriafrom being able to have a partnership with the state government
for the conduct of the feasibility study should be extended to metropolitan communities as well.

Mr FORWOOD — On the matter of performance benchmarks again, last year you put out eight press
releases as Minister for Financia Services, but only two before 30 June, and this year you have put out — —

Mr HOLDING — Areyou taking about calendar year?

Mr FORWOOD — Yes, cdendar year. This year you have put out four to date. Does that mean you are
on track to get eight again this year or will you get more?

Mr HOLDING — | fed | should treat Mr Forwood' s question with the seriousness it deserves!

The CHAIR — Therefore, you want to move to coffee?
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Mr HOLDING — Welike to overachieve in al our performance measures.

Withesses withdr ew.
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