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IT Investment Strategy for Development: an
‘Instrumental Analysis’ Based on the Tasmanian and
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ABSTRACT In April 1997, Tasmania (Australia) adopted the reputably successful New Brunswick
(Canada) industrial strategy to build an information technology (IT) industry of signi�cance. The strategy
aims to overcome isolation in small regional economies and structurally change from declining natural
resource industries. Both plans reject neo-classical economics-based industry policy, opting instead for a
strong state-based investment planning approach. An analytical framework is set out, using Adolph
Lowe’s ‘Instrumental Analysis’, to examine implementation of both IT strategies. Implications of this
analysis are drawn for any attempts at developing IT regional plans and, more generally, as a guide for
broad strategic-based national industrial strategies.
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Investment in the Digital Economy and Systemic Failure

Information is becoming digital. The technology behind this is the modern computer
which stores and sends information across the world at the speed of light. The
information technology (IT) industry based on this digital technology is becoming the
leading industrial sector by converging computing services with communications (tele-
phone cables, satellites, wireless, internet) and content-based providers (entertainment,
publishing, interactive multimedia). IT is the commercial driving force behind the
establishment of a global integrated ‘digital economy’ that is altering the operation of all
sectors of modern capitalist economies.

The rise of the digital economy has been a product of market forces innovating and
expanding upon publicly provided infrastructure.2 In the rapidly changing digital
economy, private � rms are entering the IT industry by investment in innovation. Fixed
capital investment in IT consists of hardware and software technology and integrating
physical mechanisms embodied in capital equipment that is needed for � rms to be able
to take advantage of IT. For example, wine producers need to develop standard
categories with globally accepted characteristics to market wine. This requires capital
investment in production and distribution based on such standards.

Two basic problems of systemic failure ‘discordance’ have resulted from private
sector investment in IT-based innovation. The � rst is massive inequality arising between
information-rich and -poor, leading to profound organisational, legal, moral and econ-
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omic contradictions.3 All major structural changes throw up greater inequalities. De-
pressed isolated regions and disadvantaged groups within advanced nations, and less
developed nations all struggle to take advantage of the new economic developments. The
rise of the digital economy has exposed a large number of information-poor that exist in
all these identi� ed sectors of the world,4 and while the internet does lend itself to
organised mass action it can not prevent the information-rich from conducting their
global internet money-making activities.5

The second is the instability of private investment with much susceptibility to
over-investment (creating undesired excess capacity that is not sustainable) and business
failures.6 This is particularly a problem in the emerging IT-based industries that
experience increasingly more quickly technological obsolescence, yet with lock-in to
speci� c technological systems. The result is shorter payback periods and discounting the
future strongly with shorter foresight, producing more pronounced investment cycle
volatility.7 This instability seems to be the experience of Europe and Japan in the 1990s,
whereas the USA as the leading IT innovation-based economy has had a powerful
investment cycle expansion, but with strong susceptibility to over-investment and a sharp,
deep contraction.8

The instability of investment and path-dependence of technological innovation lead
to concerns at the practical and conceptual levels.9 At the practical level, there are
intractable problems in identifying and measuring (or even guestimating) rates of return
calculations for investment projects extending into the unknowable future. Market signals
are not able to provide the necessary data or prevent myopic selection pressures. At the
conceptual level, technological change embodied in new investment alters ‘the extant
institutional con� guration’ which is taken as given in neoclassical economics.10 Techno-
logical investment has an evolutionary focus that is endogenous to the entrepreneurial
process of investment decision-making. This denies any static equilibrium solution and
involves technical change at the centre of the endogenous process of instability.

Investment Strategy for the Digital Economy

IT investment strategies have been the domain of private business in its efforts to gain
economic rents in an emerging innovative industry. The state in capitalist economies has
been generally ad hoc reactive in its IT strategies for handling the problems of discor-
dance. A state’s ability to intervene in such an ad hoc fashion is totally inadequate due
to reaction, decision and administrative lags that become more serious as the digital
economy proceeds extremely rapidly in propagating itself.11 The new state approach to
IT investment is proactive, with the state itself taking a strategic position in establishing
a broad-based national investment plan for IT. This approach is based on neo-
Schumpeterian economists who argue for a ‘national system of innovation’ that incorpo-
rates direct strategic co-operative links and supportive structures between universities
(and other tertiary education providers), businesses, governments and unions.12

Two reports to the Australian Commonwealth Government in mid-1997 support
the proactive strategic approach. The Goldsworthy Report on the Australian IT industry
sees IT as the key to the wealth of nations in the next century, but with Australia playing
a declining role under the current reactive state approach. It notes that Australia has
2% of IT global users and only 0.3% of IT global producers, which has resulted in
a severe IT trade de� cit. Goldsworthy argues for a ‘strategic, proactive national
information industries policy’ with an investment strategy that attracts major foreign IT
� rms by tax incentives and lower tax regimes. This is in line with the Mortimer Report
that also supports the need for the state to focus on encouraging productive investment
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through more intervention via incentive packages and tax cuts, while nominating
telecommunications as an industry that needs an ‘action agenda’.13

Direct public policies aimed at altering private investment decisions in the IT
industry have been the focus of some national governments recently. Like the two reports
quoted above, these governments have rejected ad hoc reactive policies and have set out
indicative government planning of business investment in the IT industry to support
corporate investment planning by ameliorating susceptibility to over-investment or
business failure.14 An Australian commissioned study on IT has nominated Singapore,
Britain, Israel, Ireland and Malaysia as the leaders in IT state support for business
investment. Of these, Ireland (in terms of tax incentives) and Malaysia (with its
‘Multimedia Super Corridor’ [MSC] special technology clusters) have been the most
ambitious.15

These national and international developments in relation to IT signify a move away
from the neo-classical (‘level playing � eld’) paradigm and non-state intervention. The
next section develops an analytical framework in historical time as a template that is
overlaid onto actual IT investment strategies for critical implementation analysis. A
snapshot of two small regional economies, traditionally based on natural resources but
with a relatively large unemployed population, is set out in summary form following the
IA template. Both these regions adopted similar strategic interventionist models for
IT-enhancement and provide a manageable preliminary study of IT strategic initiatives
for economic development.

A section follows that examines the implementation of the proactive state IT strategy
in the province of New Brunswick, Canada. Tasmania is a small geographically isolated
State of Australia, and it exhibits many characteristics that are similar to New Brunswick.
In April 1997 the Tasmanian State Government announced an IT investment strategy
very closely fashioned on the New Brunswick (NB) strategy. A further section uses the
template to compare the Tasmanian implementation to the original NB strategy.
General � ndings and a conclusion are then presented on how the NB strategy can be
adapted to form the basis of an effective IT investment strategy, delivering economic
bene� ts to the majority and to the unemployed in regions exposed to massive structural
change.16

Instrumental Analysis

Adolph Lowe established an analytical framework designed to enable rules of formal
logic to be applied to economic cause and effect sequences over real historical time. This
framework is particularly aimed at using such cause–effect principles to set up state
structural adjustment policies that can deliver sustainable and equitable economic
growth. Lowe calls this ‘… the search for the economic means suitable for the attainment
of any stipulated end. To this procedure I have assigned the label of instrumental
analysis’.17 The procedural essence of this instrumental analysis (IA) is to initially identify
the objective(s) and then to design causal means consistent with achieving the objective(s).
The IA process is ‘regressive inference’, in that it aims to generate effects sought using
means revealed over time as practice produces results that are compared to the
objective(s) and allows reformulation of the objective(s).

Investment is the central element of any path to economic growth. There has been
much analysis and evidence to show that investment in the ‘mistake-ridden private
sector’ leads to uncertainty and investment instability that undermines any smooth
effective path to economic growth.18 Private investment in the digital economy, as has
been argued above, is discordant, lacking suf� cient order and coherence for IT to be
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effective via the private sector in producing strong economic growth in economic regions
or nations that are information-poor and currently lack the relevant infrastructure.

IA is the policy template for implementing IT investment strategy as set out below.

Assumption

Investment instability is inherent in advanced capitalist economies, such that instability
leads to problematic growth paths. Information inequality and instability in investment
creates major dif� culties for the private sector in developing � exible investment strategies
based on new technological systems.

Objective

Order and coherence in investment by maintaining an appropriate rate of capital stock
growth to ensure that the growth path is less problematic. Speci� cally this involves
creating more equitable information access and a relatively more stable investment
climate.

Method

1. Use regressive inference to derive necessary links back to the motivational patterns of
� rms vis-à-vis investment.

2. Develop ‘secondary controls’ which alter behaviour to enable economies (regional or
national) to reach generally accepted goal-adequate paths.

Strategy

1. Establish the human agency elements inherent in private investment decision-making
to understand how public policy can in�uence the business sector.19

2. Secure the co-operation (‘voluntary conformity’) of entrepreneurs and all other
agents involved in the investment strategy process (e.g. university technology centres,
state bureaucracies, union/employee delegates, training schools) to alter investment
behaviour towards a more stable, but strong investment path.

3. Introduce into this path, dynamic diffusion of new technology systems to reach
speci� ed and accepted investment goals by implementing investment perspective
planning.20 The requirement is for long-term investment strategies to be based on
short-term goals, eventually adding up to the speci� ed long-term goals. The plan is
continually assessed at every short-term end-point to see whether it is necessary to
revise both short and long-term goals and the strategy of reaching them.

Secondary Controls

These are the speci� c public policies introduced to achieve the strategy.21 These controls
have the following conditions:

1. dynamic (speci� ed over a nominated period of time) and directly operating on
motivation to innovate through market behaviour;

2. suf� ciently large economies of scale exist to generate bene� ts from modern technology
and management skills;22

3. expectations are constrained by the generally accepted choice of macroeconomic goals
(employment growth, unemployment rate, in� ation rate, external balance);
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4. microeconomic action directives related to information agreements and investment planning
that are consistent with the agreed macroeconomic goals.23

All secondary controls must have two elements. The � rst are technical engineering
rules that govern the path of investment given the current technological limits. The
second are motivational substructures based on agreed microeconomic goals. These two
elements enable investment decisions to be made with minimum exposure to systemic
failures of over- (and under-)investment, � nancial over-commitment, information in-
equity and large pro� t instability. Then, investment decisions depend on constrained
expectations that reduce uncertainty and the susceptibility to large turning points on the
investment cycle. A relatively more stable investment cycle and growth path should
result.

This framework will now form the basis for evaluating the objectives and implemen-
tation of NB and Tasmanian IT strategies. Outcomes of both strategies are not explicitly
evaluated or compared, since the time period of analyses and the institutional settings are
vastly different. IA speci� cally evaluates how strategies are implemented.

Note that this is a political economic analysis, in which the ability to implement the
objective not only depends on getting the economic business ‘fundamentals’ right, but
also ensuring that the business decisions are made within the context of a particular
political context. A politically workable strategy incorporating the above methods, rules
and controls provides the motor-force dimension to bring it to fruition.

Snapshot of Two Small Regional Economies

As the large national economies adopt various approaches to developing their digital-
based information economic sectors, small sub-national peripheral economies (SSNPE)
exhibit speci� c IT problems of their own in relative terms to core regions: physical,
cultural and institutional isolation; low skilled workforce; poor infrastructure; political,
� nancial and information inequities. These systemic problems are the reasons for
strategic intervention at the SSNPE level. This study examines New Brunswick (Canada)
and Tasmania (Australia) in their attempts to implement one speci� c model of IT
strategic planning.

Background to the two regions under study is presented in summary form in Table
1. The table shows in snapshot form some pertinent elements of these two SSNPE.

Table 1 shows remarkable similarities between these two SSNPE, notably:

1. low and declining population with poor economies of scale;
2. high relative unemployment;
3. declining traditional sectors with high public debt;
4. dependence on domestic demand and low cost labour;
5. dependence on grants and subsidies from core to periphery leading to political

support for public interventionist policies across the political party spectrum;
6. IT plan ‘ends’ with change of government and initial uncertainty on how to continue

supporting the digital economy without seeming to give credit to initiators of the IT
plan.

There are a few notable differences between the two:

1. much stronger NB investment (but also much more volatile: see next section);
2. gross production in Tasmania declined by 0.6% for 1998–99 revealing political

uncertainty following change of government;
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Table 1. Snapshot of New Brunswick and Tasmania, 1999

New Brunswick (NB) Tasmania(Tas)

Population 752,351 (June 1998) 474,000 (June 1997)
Population, annual net change 2 2800 (1998–99) 2 4000 (1997–98)
Unemployment rate (annual %) 9.7 (June 99): 2% . nat. av. 8.9 (June 99):1.5% . nat. av.
Traditional industries forestry, agriculture forestry, mining, agriculture
Exports 67% to USA 26% to Japan
Net public debt ($A1 5 C0.94) $C7205 per capita. (June 99) $A6725 per capita. (June 98)
Investment (annual % change) 1 7.0 (Dec 98) 2 2.5 (June 99)
Retail sales (annual %change) 1 5.1 (June 99) 1 2.7 (June 99)
Gross production (annual % 1 2.1 (Dec 98) 1 2.8 (June 98)

change)
Average wage earnings (% 85.7 (May 99) 95.1 (June 98)

national average)
IT plan start September 1993 April 1997
IT plan Premier and government F. McKenna (1987–October T. Rundle (1996–August 1998)
control 1997) with absolute majority with minority government
Political spectrum conservative interventionist conservative interventionist
Current IT plan situation Progressive Conservative party Labor party defeated Rundle-led

defeated McKenna’s Liberals, August 1998: initial
replacement, June 1999: state of uncertainty, now recasting plan

plan uncertain in broader terms

Sources: compiled from various references.24

3. longer implementation time for the IT plan in NB before elections brought on change
of government.

The New Brunswick IT Strategy

The New Brunswick IT strategy � rst needs to be placed within the Canadian political
economy context. In the late 1980s there emerged in Canada a ‘new interventionist’
approach to public policy at the national and provincial levels. This approach related to
a post-Keynesian proposal for a ‘social contract’ (or accord) between labour and capital
and a neo-Schumpeterian thrust towards an innovative economy. Both arose out of
concerns that neo-classical intervention in terms of macro-‘in� ation-� rst’ and micro-
‘deregulation and privatisation’ policies through the 1980s resulted in the loss of
international competitiveness which ‘… weakened the links between market and state
essential to the country’s innovation capacity’.25 Assessment of the ‘new interventionist’
approach was that ‘… it was never able to undergo the transformation from a good idea
to viable practice’.26 Essentially, the strategies failed at the � rst hurdle set up in the IA,
with a distinct lack of ‘voluntary conformity’ by all parties.

The NB IT strategy is notable as an early protagonist in this Canadian ‘new
interventionism’, and was touted in 1997 as a remarkable success and a blueprint for
Tasmania to follow. To what extent did New Brunswick defy the broad Canadian
experience and follow IA procedures? Evaluation of this question is based on a strategic
assessment of how close the objectives of the strategy and its implementation conform to
the IA template.

There is an implicit viewpoint that the NB strategy began in 1987. This viewpoint
comes out from reports that use economic indicators to assess the NB project from 1987
when Frank McKenna became Premier of NB.27 These reports show that the economic
indicators provide a mixed result since 1987, with the best results appearing in annual
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employment growth (4.8% in 1998–99) and increased annual participation rates
(1987–99: rate went from 58.6 to 61%). Structurally, the NB economy remained a
strongly resource-based economy, but its low-earning workforce moved from declining
manufacturing jobs to expanding IT jobs.

During the � rst McKenna term (1987–91), a comprehensive economic development
strategy outlined goals and initiatives to improve the climate for investment.28 In relation
to IT, the strategy stressed pro� ts from the use of the province’s newly emerging IT
infrastructure. A business plan established orthodox ‘corporatising of government’ that
re� ects neo-classical static market analysis. The plan depended on the previous 20-year
build-up of telecommunication infrastructure by NBTel, the provincial telephone com-
pany ‘… that took its universal service mandate seriously’.29 What the province had when
McKenna took of� ce was a cheap equitable basic telephone service, with state-of-the-art
service for large business customers. NBTel was already well down the track of installing
digital switches, the key enabling technical move to make the convergence between the
three sections of the modern information industry a reality.

McKenna’s neo-Schumpeterian IT plan began in September 1993, when a steering
committee was appointed to ‘… develop a strategy for government to accelerate
evolution of the information highway in New Brunswick’.30 The 1994 IT report from
that committee was the blueprint, with three key components: accessibility of modern IT
to all NB citizens, with the training to use it; the call centre capital of North America
as the critical IT mass; and to encourage large companies to base their IT work in NB.

Researchers who have examined the NB strategy identify both positive and negative
outcomes.31 The positive outcomes were primarily:

1. increased labour participation rate—indicating an improved con� dence in the com-
munity on the back of what has been considered an excellent marketing campaign by
McKenna and his small IT secretariat (e.g. IT graduates out of NB colleges expanded
from 500 in 1996 to 1705 in 1998 and they were still not covering demand);

2. strong call centre expansion—with over 55 centres established (17 in 1995 and 1996,
while only six in 1997–98 July-to-June year), employing more than 7000 people;32

3. increased public sector employment to place online the required public information
needed for traditional industries to integrate into the digital economy;

4. greater IT accessibility to the NB citizens (181 community access centres with training
component, 40% of households IT-connected via tax rebates on PC sales and
subsidised training, all schools linked to Internet with computer literacy and hardware
established, distance learning, information and applications to government services—
especially Health Net health delivery link).

The negative outcomes were primarily:

1. limited integration of IT with declining traditional industries;
2. increased barriers to entry for smaller local companies as a result of IT-based large

companies establishing in NB;
3. fall in IT intended investment in 1997 (to $2.3b) compared to rising actual investment

through 1994–96 (1996: $2.7b), re� ecting greater tension in the build-up of invest-
ment orders and accompanying instability of investment which was not addressed by
the NB IT strategy;33 (subsequently investment increased by 7% in 1998 over the
previous year34);

4. call centres attracted were North American domestic-based business, not inter-
national-based which provide ‘higher order operations’ (e.g. help desk, Asian
languages component);
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5. quality of jobs remained low paid relative to the communications industry average,
with low skill transfer and career opportunities in the newly created IT area.35

Using the IA framework, a strategic assessment incorporating the above outcomes is
conducted on the structure and conduct of the NB investment strategy in IT.

The NB IT-enhancement strategy met the � rst requirement of the IA template by
specifying policy aims that were consistent with the ‘order and coherence’ objective. The
genesis of the strategy was the province’s April 1993 economic development report that
identi� ed investing in, and managing IT as the targeted focus which would increase
value for NB through innovation.36 Recognition that the market on its own would not
convert a structural change into a strong growth path without a long, problematic and
unstable trajectory of private investment underlies both the genesis 1993 report and the
actual IT strategy report a year later.

The method of achieving this aim had two IA elements; regressive inference and
secondary controls. Again to the credit of the NB strategy, it closely followed the IA
method. The McKenna Government in its � rst term set up a business plan for the
province in the strategy report, Toward 2000. This report lacked a speci� c investment
strategy, but aimed at encouraging IT business to the province (and IT adoption by local
business). This was a necessary � rst step in a ‘regressive inference’ required by the IA
framework. Businesses began to see the strategic advantages of a province with sophisti-
cated IT public infrastructure already established. The motivation was based on
understanding the human agency of entrepreneurs in terms of providing a co-operative
economic environment, with workers and public servants that supported IT investment
decisions within the province.37 The April 1993 report was the next step, where the
identi� ed need for an interventionist IT investment strategy was followed by the
full-blown IT investment strategy in the 1994 IT report.

Secondary controls were introduced in the 1994 IT strategy, both in terms of
technical engineering rules governing investment in IT and motivational substructures.
NB began the strategy with a ‘well-endowed’ IT public infrastructure which provided ‘an
array of services unknown in other provinces’.38 The motivational substructure was
supported by an array of dynamic microeconomic operational factors as ‘incentives’ from
the public sector: only of� cial bilingual province outside Quebec, educated workforce,
low or zero tax conditions (payroll, sales, property, import duties), forgivable loans,
investment credits and re-location allowances.39

At the speci� c strategy implementation level the NB strategy diverged from the IA
framework. On the positive side, the NB strategy developed a strong ‘voluntary
conformity’ across virtually all agents of change in the province: public servants, local
business, media, education and training providers and their students, community groups.
Two publicly dissenting ‘voices’ were unions in traditional industries, which saw the
strategy as a neglect of their structural change predicaments; and the National Anti-
Poverty (not based in NB) Organisation supported this view.40

The other positive aspect related to the human agency elements of investment
behaviour by entrepreneurs, which were anticipated in the sense that the strategy
ameliorated tensions in committing large amounts of dollars into an uncertain future.
Brian Freeman, acting director of the IT secretariat in NB said, ‘… what we’re selling
is a business environment’, not by incentives alone, but by offering a stable business and
workplace environment to which the IT function of large � rms can develop strategic
advantages.41

Three factors existed on the negative side. One was the lack of perspective planning
to the strategy. There was no publicly nominated revision of the strategy to assess the
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path and rate of diffusion of investment and technology. Short-term goals in the process
of achieving the long run investment and economic development goals were not
speci� ed. Without short-term goals, and their revision according to circumstances, the
strategy relied on a few determined individuals only. To the credit of the IT secretariat
in the NB government, there were four such individuals who persevered with the strategy
of attracting large company IT-based call centres and ‘back of� ces’ for a long time before
achieving any success. This, however, is not the blueprint for a general investment
strategy.

The second factor speci� cally related to the individuals who were instrumental for the
IT successes in NB. Apart from the determination of the four-person team (three from
NB government and one from NBTel), there was the energy, charisma and leadership
of Premier McKenna with virtually no opposition political party as a distraction from his
long-term strategy. A general application investment strategy cannot be based on such
efforts by a speci� c small band of individuals. The ‘voluntary conformity’ element of the
IA analysis remains only super� cial and is linked to the speci� c (often-charismatic) nature
of a few individuals at the command, leading to political uncertainty if the leaders depart.
This then has the hallmarks of a dirigiste regime familiar in South-East Asia with strong
powerful leaders of developing economies.42

The third factor related to the contradictions in the deregulatory approach to
secondary controls. The NB strategy aimed to foster private investment in the relatively
unregulated IT growth sector and away from the regulated and protected mature and
declining traditional sectors. Once the IT � rms were attracted to NB, a static neo-
classical economic perspective applied, arguing for the market economy to take advan-
tage of a low cost competitive advantage. Yet the plan also wanted to keep this advantage
through state support for maintaining low turnover/skills/earnings labour force, public
infrastructure and tax expenditures which ‘socialise the costs of production’. This
deregulatory approach was a further threat to ‘voluntary conformity’, essential to the
participatory mechanisms of the IA framework.

The McKenna ‘market-based’ secondary controls placed strains on agents’ co-
operative participation and community support in the strategy. The IT sector tended
to discount rates of return on investment projects over a short payoff period due
to the quick obsolescence rates. International evidence indicates that such short fore-
sight results in increased uncertainty and pronounced volatility in investment
behaviour.43 This raises the spectre of uncertainty concerning the longevity of the
IT-based investment by large � rms from outside NB. The neo-classical per-
spective argues that call centres would migrate in the next generation of invest-
ment decisions to the new lower cost regions with appropriate multilingual human
capital skills, probably in South-East Asia where the English language and industrial
clusters like the Malaysian MSC will be highly developed. The fall in intended NB
investment noted above showed increased investment susceptibility to such market
uncertainty.

Economic and regional disparities emerged between IT and traditional sectors in
NB.44 The deregulatory approach lacked any overall investment strategy that included
management of these disparities arising from structural change. The ‘running govern-
ment as a business’ and ‘customer focus’ of the McKenna Government further exacer-
bated inequalities. People involved in the IT sector experienced the bene� ts of state
support from the IT strategy (for the short-term at least). People closely aligned with the
declining sectors were not able to access these bene� ts and were indirectly subsidising the
IT sector. Inequalities that emerge can only break any community consensus and
‘voluntary conformity’.
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Comparison with the Tasmanian IT Strategy

The centrepiece of the Directions Statement (DS) by the Tasmanian Government in April
1997 was an IT strategy explicitly modelled on the NB strategy. The details of this
strategy and its links to NB are set out in a separate document entitled Directions for
Information Technology and Advanced Telecommunications (DIT) issued with the DS.45 The
physical and economic similarities between NB and Tasmania provided the attraction for
telecommunications equipment manufacturer Nortel to form a strategic alliance with the
Tasmanian government in order to deliver the IT-enhancement strategy. Nortel also
agreed to provide the technological equipment for the NBTel/NB strategy in IT. This
section provides a strategic IA assessment of the investment strategy speci� cally in
relation to the NB strategy, which DIT was modelled on.

NB and Tasmania are both small isolated members of a federation where economic
growth stagnated as the traditional resource extracting industries experienced long-term
declining prices and protected small manufacturing industries closed due to sharp
reductions in effective protection rates. Both NB and Tasmania have relatively large
public sector employment, but with consistently higher than national average unemploy-
ment rates and emigration of young people to the nearby strong business centres of
Toronto and Melbourne, respectively. The regional-based labour force in both that
remain are stable, committed, homogenous (very little recent immigration), with basic
education and a relatively low wage structure in a low housing cost environment.

The � rst strategic assessment comparison shows a vastly weaker IA-based
methodological starting point for an investment strategy in DIT relative to NB:

1. two strong initial IT competitive advantages by NB of state-of-art telecommunication
public infrastructure46 and only bilingual workforce outside secessionist Quebec were
not in existence in Tasmania;

2. expensive internet access in Tasmania relative to NB: higher cost Tasmanian service
providers relative to major mainland centres and with metered long distance (not
local) rates outside 22 Tasmanian locations.47 NB community access centres received
2 years of free electronic access from NBTel, but unavailable under DIT;

3. no ‘regressive inference’ occurred in Tasmania before the IT strategy launch. A
phone call from Nortel to the Tasmanian government around New Year 1997 started
the DIT strategy that was launched in April 1997.48 There was no preparation of the
local business community into the advantages of IT over a lengthy period as in NB;

4. lack of integration by Tasmanian business prevented them from linking into the IT
network. Products and services were not standardised enough and the producers had
no basis for networking.49 The IT industry itself was fragmented with no systems
integrators. Recent research suggests that integration is dif� cult since local small and
medium size enterprises have little faith, ability and con�dence in using IT.50

The second comparison is based on the ability of the Tasmanian government to
effectively implement strategic policies (secondary controls) relative to NB. Tasmania’s
ability to implement the similar model IT strategy was less than NB in terms of the
following points:

1. Australian States have only limited � scal powers to structure attractive incentive
packages (no control of � scal instruments like sales tax, import duties, investment
allowances off income tax). Together with Tasmania having the highest public sector
debt in the Commonwealth, this � scally constrained any incentives at Tasmania’s
disposal (NB had balanced budgets and more � scal powers) and severely inhibited
operation of dynamic motivational incentives in Tasmania;
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2. minority government in Tasmania towards the end of a lacklustre term is a different
situation to that of McKenna with a powerful parliamentary position and a consistent
(if very narrowly focused) vision on IT;

3. local Tasmanian business community’s inability to grasp the positive implications of
the IT strategy even after 6 months of promotion (business expressed their concerns
with the IT strategy that the Premier had ‘lost the plot’51). Stagnation through 1997
in Tasmania compared to national expansion intensi� ed business concerns over the
DIT strategy,52 compared to the closer linkage between the expanding North
American economy in 1994 and the NB economic climate;

4. lack of highly quali� ed and experienced managers and team leaders in the private
sector to supervise the implementation of the DIT plan (with the accompanying
dif� culty of attracting such people from other States and overseas).53 Human resource
management in Tasmania required reconceptualising as a business service strategy
within the DIT plan;

5. Tasmanian public servants were divided in their commitment to the IT strategy, with
only a small team based in the Department of Premier and Cabinet having evident
strong ability and faith in the strategy.54 A stronger motivational private and public
sector substructure developed over a longer time period in NB compared to DIT.

Tasmania did develop some policy-induced IA strengths over NB in implementation.

1. Most important was the expressed view that DIT formed an integral part of the larger
overall DS strategy, encompassing all sectors of the community. The IT base linked
into these other sectors when appropriate (e.g. Land Information System Tasmania
LIST project combined all land information into a single multimedia model for all
diverse users of land information: emergency services, real estate, environment, etc.).
Broad based ‘voluntary conformity’ and industrial synergies develop, but only after
the implementation lag for these links are established.

2. DIT did not have the strong deregulatory focus of NB, arguing from a Keynesian
perspective that the ‘… Government believes that applications drive demand which
supports investment in physical infrastructure and not the other way round’.55

This provided a more supportive microeconomic action directive consistent with a
Keynesian macroeconomic employment goal strongly supported by the community.

3. Major Projects Tasmania (MPT) was a team concentrating on attracting large
corporations to set up call centres (and back of� ce work) with strong business plans
based around various advantages available in Tasmania.56 This emphasised the need
to develop economies of scale. Options included choice of different regional locations
with and without technology park cluster centres. MPT put together case-by-case
incentive packages (government business as ‘anchor client’, rate and rent subsidies,
removal of payroll tax, training support and relocation assistance) to supplement
business plan options.

The policy-induced strengths of DIT provided a stronger IT ‘jump start’ than NB
had at the same 18-month interval, this is despite the more stagnant economic situation
in Tasmania over this interval. In Tasmania, the Keynesian demand–push perspective
and the strong Premier Department team (including MPT) provided the basis for:

1. large call centre employment creation;57

2. electronic commerce establishment through the State as anchor client, University of
Tasmania link with research and training, support for business incubators;

3. social capital ‘top-down’ development of public IT accessibility through access
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centres, school programs, community networking and public service networking to
customers.58

The relatively weaker structural elements in Tasmania raise serious concerns about
its ability to maintain this implementation momentum. Further, the lack of public review
processes undermined any IA perspective planning. The IT division in the Tasmanian
Department of Premier and Cabinet conducted regular reviews internally, but they had
both no public scrutiny and no clearly speci� ed mechanisms that led to adjustments of
the strategy as perspective became clearer. This further exposed the lack of broad-based
voluntary conformity and consequent minimal participatory mechanisms, forcing the
State Government to produce some public participatory processes 7–12 months after
launch, but by then it was too late.59 The government was voted out on 29 August 1998,
only 15 months after the launch of DS.

General Findings

Strategic assessment based on the IA framework conducted on the NB and Tasmanian
IT investment strategies in this paper suggests that there were a few more crucial hurdles
for the latter version to overcome in implementation compared to NB. More general
concerns emerged from the comparison about developing investment strategies and
implementing them from a neo-Schumpeterian perspective. Such concerns provide the
basis for applying IA for more ef� cacious investment policies. These public policies aim
to address directly volatility, uncertainty and consequent low level of investment in
advanced capitalist economies; problems that neo-classical economics, in its indirect
market-oriented approach, has found dif� cult to handle.

Five general � ndings can be derived from the IA case studies in this paper.

1. The deregulatory (neo-classical) approach to investment planning is at odds with IA.
Secondary controls by the state require intervention in areas identi� ed as systemic
failures. This is particularly the case with the unstable nature of investment. To
base such intervention on ‘imitating the market’ through low cost (e.g. cheap wage)
and deregulatory (e.g. ‘free’ trade) policies undermine investment strategy through
tensions, disparities and longer-term atrophy of the type discussed in the NB plan.

2. Both plans lacked any processes by which participatory and perspective planning
mechanisms could be built into the strategies as they evolved over time. The
long-term is only made up of many short-term periods in which participatory
adjustments are made, keeping in perspective the long-term goals (and even altering
these long-term goals as a result of short-term adjustments).

3. Both plans lacked a speci� c approach to managing structural change that the IT
strategies imply. A detailed approach to how all sectors in the economy are going to
manage change due to global corporate dictates (of which IT is only part) is required.
The Tasmanian DS made an effort to address all these sectors in the document, but
there were no guidelines for managing change in these sectors.

4. Human resource planning strategy is needed to complement any investment plan that
threatens to alter the labour skill requirements of a community. Both plans had
built-in short-term training needs that needed to be addressed by education adminis-
trators. What the plans lacked, however, were ongoing skill development and career
opportunities outside of obtaining the � rst (usually) low paid job. There must be a
determination in the participatory mechanisms to create a long-term labour resource-
base that becomes so institutionally and culturally embedded into the community that
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it survives and prospers despite new IT development bases in other States and
nations.60

5. A national (and even international) focus on the structural changes and the systemic
failures that arise provide a much stronger basis for developing effective investment
strategies. It is easier to write a plan for a small region, as well as being easier to
analyse it. Small SSNPE regions, however, lack the political and structural powers
to implement many aspects of needed investment plans.

Conclusion

Applying these � ndings produces a plan with strong voluntary conformity, motivational
force, � exibility and institutional support that ensures longevity and stability for the
strategy. This is essential for holding on to private business interests within the region,
when other regions within the nation and other national economies are also developing
proactive investment strategies. ‘Footloose investment’ is thus dissuaded, with regions and
nations beginning to work out how their plans can effectively complement each other
by developing co-operative synergies. That is a separate study in itself. Speci� cally,
from discussions with both regions’ IT experts, more of the NB plan seems to have
survived relative to the DS plan after both regions changed government, re� ecting the
comparative assessments made in this paper.

The case studies of investment plans in these two small peripheral regions indicate
that with some adaptation such state interventionist plans can be a more successful
approach to creating businesses and jobs than the neo-classical market approach with all
its systemic failures and disparities. Failures in these plans can be accommodated by
more � exible arrangements to needed adjustments in a dynamic global economy. The IA
approach by Adolph Lowe provides a framework with which to devise, assess and
improve on participatory strategies. This is the policy challenge opposing neo-classical
orthodoxy for the new digital economy in the next century.
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