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The Future of Manufacturing: A Forgotten Dimension? 

 
The future of manufacturing is multifaceted. 
 
The sector is very diverse and so too, I think, is its future. 
 
At times there seems to be less diversity in current discussions about the future of 
manufacturing than there is – and I think will be - in the sector itself.    
 
There is certainly a frequent recurrence of a handful of key words and phrases: 
 

 Advanced manufacturing; 

 Market niches; 

 High-value added products; 

 Servitisation; 

 Knowledge intensity; 

 Digitally-enabled manufacturing; and  

 Global supply chains.  
 
Now I am anything but critical of any of this and indeed at Ai Group we have been 
talking this talk for some time.  And we continue to do so.  We are, for instance, 
associated with the Australian Advanced Manufacturing Council; we are enthusiastic 
partners in David’s Innovative Manufacturing CRC; and we very much hope to work 
closely with Jen’s Advanced Manufacturing Growth Centre.  
 
I am not going to dwell on these themes in my slot here today.  Instead I would like 
to venture into territory that I don’t think gets covered off enough in discussions 
about the future of Australian manufacturing.  I want to spend a bit of time looking at 
some the sector’s current strengths and some directions that come out of these 
strengths. 
 
The idea for this came to me last week following Boral’s announcement that it 
intends to acquire the US building and construction products company Headwaters 
Inc. for $A3.5 billion.   
 
And it occurred to me that this very large transaction – surely the largest transaction 
in Australian manufacturing for some time – does not readily fit into many of the 
narratives that are going around about the future of Australian manufacturing. 
 
I would like to quickly flick through 10 or so slides before injecting a few points into 
our discussion. 
 
Leading Australian Manufacturers  
 
Each of the slides I am going to flash gives a geographical breakdown of sales 
revenue for some of the manufacturers included in the ASX100.  I have only included 
manufacturers that derive more than half of their sales revenue offshore (give or take 
a percentage point here or there).  
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With just one exception the data for the slides were pirated from the CommSec 
website in a quick and dirty bit of desktop research.   
 
In each case the Australian share of the company’s sales is coloured green. 
 

 
 
AMCOR   -  The Australian share of sales revenue is 5% (considerably reduced 
following the spin out of Arora). 
 

 
 
BLUESCOPE – Australian sales are much larger at 40%. 
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CSL – About 9% of its sales revenue is earned domestically. 
 

  
 
COCHLEAR – 18% across the Asia-Pacific including Australia. 
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ORORA – this fibre and beverage packing business spun out of Amcor relatively 
recently has a rough 50:50 split of sales between the US and Australasia. 
 

 
 
ORICA – More than 70% of its sales revenue is outside Australia. 
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RESMED – In this data set Australia ranks as 0% of sales and probably is included 
in the 22% for the “rest of the world”. 
 

 
 
GRAINCORP – Has about 58% of its sales outside its Australasian markets.  
Graincorp might seem an odd inclusion but its malt and canola oil sales are more 
than half its total sales and a much higher contributor to its profits than its grain 
sales. 
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TREASURY WINE ESTATE – makes about 30% of its sales in the Australia and 
New Zealand markets.  

 
 
BORAL – here the data is taken from the information Boral released with its recent 
announcement of the intention to significantly lift its US presence.  Based on a pro 
forma allocation, Boral Australia will account for about half of total sales.  Australian 
sales would be a bit more than this because some of USG Boral’s plasterboard sales 
are Australian.   
 
I think that it is fair to say that many of these companies escape attention in 
discussions of the future of Australian manufacturing.  The obvious exceptions are 
CSL, Cochlear and Resmed. 
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To this list can be added a few other ASX100 manufacturers most of which are also 
generally absent when we hear about the future of the sector. 
 
BLACKMORES (probably the exception in this list) 
COCA-COLA AMATIL 
CSR 
DULUX 
INCITEC PIVOT 
 
On the back of these lists, there is a few points – or perhaps questions - I would like 
to inject into the discussion today. 
 
Upstream-ness   
 
Firstly, many of Australia’s largest and most successful manufacturers are 
considerably more “upstream” than the conceptions many people have about the 
future of Australian manufacturing.  
 
When we think about the future of Australian manufacturing, we certainly think about 
medical appliances, pharmaceuticals, health products and wine.   
 
But how often do we think about steel, packaging, explosives, fertilizers, paint, malt, 
canola oil, building materials and industrial chemicals?  
 
Either the conceptions are at least somewhat incomplete or the sector has an even 
bigger transformation ahead of us than perhaps we are bargaining for. Or both of 
course. 
 
But my bet is that over the foreseeable future many of our successful, large 
upstream manufacturers will grow at more or less the same pace as the sector as a 
whole.  They are very much part of the future of Australian manufacturing. 
 
If this is right, the future will still involve the sort of transitions envisaged in many of 
the forward-looking narratives with which we are all familiar.  But it will also involve 
steadier transformations of these – and other - more mature industries.   
 
They will continue to be relatively large employers and they will continue to account 
for a large share of domestic manufacturing output - and of income earned abroad.  
 
There are any number of reasons that it is important for us to acknowledge the 
upstream nature of a large slice of our manufacturing sector.   
 
In the policy arena for instance, we need to ensure that the policy issues that are 
relevant to these businesses are not lost sight of in our enthusiasm to move into new 
areas and as we frame the areas of policy concentration that are conducive to new 
industries.   
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An example is energy policy and climate policy.  Secure supplies of competitively 
priced energy and certainty over climate policy are highly relevant to what are often 
energy intensive and emissions intensive industries.   
 
We certainly need to look at other areas of policy - including in relation to innovation, 
product approval processes, business-research collaboration, intellectual property 
arrangements and the like.   
 
These are unquestionably important for the future of manufacturing. But so are some 
of the more traditional policy preoccupations. 
 
“Comparative Advantages” 
 
A somewhat related point that comes to mind looking at this list of leading 
manufacturers relates to conceptions of our comparative advantages.  In particular, 
how well does the manifestation of comparative advantages as represented in this 
list match up with the conceptions of where our future comparative advantages lie? 
 
Now I know I might tread on a few toes here but over the past few years a view has 
gained currency that our comparative advantage in manufacturing lies in a few 
specialised areas of “advanced manufacturing”.   
 
Med tech and pharma are prominent among the favourites and of course the food 
and beverages sector gets a jersey too.  In one study in particular much of our 
existing manufacturing sector is relegated to a coyly-named, ‘industries in transition’ 
basket.  But only a handful of the 15 or so companies I listed earlier fit into these 
categories.    
 
Now I don’t want to be indelicate but frankly this work is way off track.   
 
Perhaps a more-polite characterisation is that it is one-tracked and simply does not 
match up with what surely should be a more multifaceted, more diverse outlook. 
 
Normally a study1 of its kind would simply disappear and we would all be wiser.  The 
trouble is that this particular study has gained currency in industry policy circles and 
has underpinned the orientation of both Commonwealth and some of the state 
governments over the past few years.  
 
Perhaps here is a good place to re-emphasise that I am a big supporter of 
“advanced manufacturing” and the contribution it can make to the future of our 
sector.   
 
But, without going into it in any detail, and as I have argued elsewhere, when we are 
thinking of “advanced manufacturing” we are better off looking at how we can 

                                                            
1 McKinsey Australia, Compete to Prosper:  Improving Australia’s global competitiveness, July, 2014.  
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encourage manufacturers from across the sector become “advanced” rather than try 
to pick out and anoint particular industry segments.2   
 
Offshore Production  
 
The final set of set of questions that come to mind looking at the lists I ran through 
revolve around the offshore production of manufacturing and how that fits into our 
picture of the future of Australian manufacturing. 
 
When we look at Amcor, Resmed, James Hardie, Orora, Orica and Bluescope for 
instance, they all have extensive offshore production facilities.  And the pattern of 
their growth prospects is such that we are very likely to see further growth in the 
shares of their total output located abroad.  
 
And if we were to sift beyond the ASX100 further into Australian manufacturing we 
would find a whole range of companies - many hundreds of companies of many 
different sizes and in many different sectors – with a strong and growing emphasis 
on offshore production.   
 
Some they own; in some they are joint venture partners and in other cases they 
outsource to contract manufacturers.  
 
But the Australian company is the controlling entity, it is their IP, they bear the major 
risks and they are the residual claimants – i.e. the profits accrue to them. 
 
My own view is that growth offshore is an important part of the future of Australian 
manufacturing.   It is not right for everyone.  But it is a path that many are taking and 
it is a path that many others should and will consider.  
 
But it is also a path that does not get sufficient attention in much of the discussion 
about that future.  Partly this is because it is a path that does not necessarily - at 
least not directly - tick boxes such as domestic job creation and increased Australian 
GDP.   
 
But it does boost the opportunities for Australian companies and Australian people to 
leverage their manufacturing capabilities, to develop new capabilities, to add value 
and boost Australian incomes.   
 
Clearly it is a path that recently has been occupying the minds of the leading 
managers and shareholders at Boral.   
 
Unsurprisingly the stock market is taking time to digest the investment of $A3.5 
billion but it is early days and in any case I don’t think it alters the fact that they see a 
transformative opportunity to leverage Australian manufacturing expertise. An 

                                                            
2 Innes Willox, “Traditional” and “Advanced” Manufacturing: A False Dichotomy, September 2016,  
http://cdn.aigroup.com.au/Speeches/2016/Advanced_and_Traditional_Manufacturing_Steel_Conve
ntion_Melbourne_13_9_2016.pdf. 
 

http://cdn.aigroup.com.au/Speeches/2016/Advanced_and_Traditional_Manufacturing_Steel_Convention_Melbourne_13_9_2016.pdf
http://cdn.aigroup.com.au/Speeches/2016/Advanced_and_Traditional_Manufacturing_Steel_Convention_Melbourne_13_9_2016.pdf
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opportunity to extract additional value from a large set of American manufacturing 
assets.  And the way I look at it that is a positive story for Australian manufacturing. 
 
And it is on that positive note that I will end my short contribution to this discussion 
about what is next for Australian manufacturing.   
 
I hope it injects some additional perspectives and I very much hope that it is a 
contribution that complements the perspectives of my fellow panellists.  
 
Thank you.  

 
 


