Presentation to Railway Technical Society

Topic: Investing In Our Future — Building Tomorrow’s

Transport system

Introduction

Late last year, the Victorian Government released its long-

anticipated $38 billion Victorian Transport Plan.

In many ways, it was a response to the Eddington East-

West Report. But it was also much more than this.

It looked at the whole of Victoria - not just east-west
issues — and it went further in looking at Melbourne’s
urban form and demographics; and how transport

decisions can shape that form.

Since the release of the Victorian Transport Plan, we now
wait in anticipation of the Commonwealth Government’s
Building Australia Fund announcements, as many of the

larger Victorian projects are contingent on federal funding.

It probably helps that the author of the East-West report,
Sir Rod Eddington, is also the Chair of the Commonwealth

Government’s principal advisory body, Infrastructure



Australia. But on the other hand, we haven'’t always done

that well in federal transport funding.

When those transport reports came out last year, there
was much clamour about road versus rail investments.
About the supposed — but imagined — permanent loss of
parkland. About the absence of a train to Doncaster, and
about whether we can run more trains through the city

loop.

All important issues to be sure. But amongst the clamour,
an important new debate about our future prosperity,
about how we are to make a living in the future and the

role that transport systems must play in that; was lost.

My topic tonight is Investing In Our Future — Building
Tomorrow’s Transport System. This evening | want to talk
about what Victoria’s economy will look like in the future,
and how making the right investments in transport will help

secure the future prosperity of Melbourne and Victoria.

And how any failure to do so will imperil that prosperity.

In light of our current economic circumstances, it is hardly

a trivial issue.



The development of Melbourne

Our economy and community here in Victoria and
Melbourne has evolved since John Batman sailed up the
Yarra in 1835. Agriculture naturally was critical from the
start, but when the gold rush got into full swing in the
second half of the nineteenth century, Victoria’s population

boomed.

Victoria was producing a third of the world’s gold in the
1850’s, and suddenly Melbourne and our regional cities

were developing as fast as any cities in the world.

The transport planners responded to the needs of the day
and railways were built to underpin the gold-based
economy, linking the minefields, farms and regional cities
to the export ports, including Melbourne. Indeed the first
railway in Australia opened in 1854 between Flinders

Street Station and the port of Melbourne.

Every State did the same, but being separate colonies,
little thought was given to linking different railways with

each other. Different rail gauges were the outcome.



During the twentieth century, Melbourne and Victoria
became the country’s manufacturing hub, initially
capitalised through gold, and then leveraged off an

abundance of labour and cheap energy.

And our agricultural and manufacturing sectors will

continue to be vital in Victoria.

Regardless of what | go on to say tonight, It remains
critical that we continue to think about the transport links

these sectors need.

We need to maintain efficient transport links for our grain
exports in Victoria — a point made very clear in the Fischer

report, also handed down late last year.

Likewise, our manufacturers. They more than most
understand that competition is global and efficiencies must
continue to be found at every step in the production and
distribution process. In Melbourne, we have been
enormously successful in establishing a first class

transport and logistics capability.

It is one of the reasons our port attracts so much trade,

and the need to continue to attract that trade makes



projects such as the Channel Deepening Project — and
also the subsequent port expansion projects — so critical

to our prosperity.

Global competition is an elite sport; and we must continue
to find ways to improve the supply chain or the world will

go past us.

After the Second world War, mass production of the
affordable motor vehicle revolutionised transport and the

development of Melbourne and Victoria.

Indeed, the development of cities has always been linked

to transport.

By necessity, townspeople had originally lived within
walking distance of work and markets. Railways saw
outer development along radial spokes. Large scale
motor vehicle ownership saw the development of more
distant suburban areas previously considered too remote,
including all the areas between the radial spokes and
beyond. Many rail lines to small country towns were

closed.

[slide 2 - Car ownership slide]



Today there are nearly 15 million vehicles registered in
Australia, with just under 4 million in Victoria. 15 million
vehicles is incredible for a population of 21.5 million
people — now approaching 600 vehicles per 1,000

Australians.

Australians, and indeed much of the western world, love
their cars. Our motor vehicles provide us with a freedom
of movement that matches the Australian way of life. And
nowhere more than Melbourne has that love affair been

more passionate.

To this point | have quickly breezed over 150 years of
economic and transport development, that has seen how
transport systems have matched the changing needs of

society and the economy.

But what of the future? |s our transport system today, or
the one we are planning to build, the best one to fit the

economy of today and the economy of the future?

Is allowing developments in transport technology to drive

the urban form of Melbourne and Victoria — as we have



with the motor venhicle - likely to deliver a city form that

gives us the best chance of future prosperity?

The future economy

To address that question, | first want to spend some time
discussing tomorrow’s economy, and how our children are

going to make a living.

While manufacturing and agriculture remain critical to the
Victorian economy, it is the services economy, not
manufacturing, that now employs 75 percent of our

workforce.

Over the past 10 years, Victoria and Melbourne have
boomed, generating an average of more than 1,000 jobs
per week over that period. | mentioned earlier the huge
role played post-war by the manufacturing sector, but
even during that time, the proportion in manufacturing

continued to fall.

But what is manufacturing? The nature of manufacturing
has changed, and is now pretty well misunderstood. For
many people, the notion of manufacturing conjures up

images of large production facilities such as factories —



best exemplified in Victoria by the great car plants in

Dandenong, Geelong and Broadmeadows.

But the production part of the manufacturing value chain is

just one link.

[slide 3 - Heather Ridout slide]

Let me quote Heather Ridout, Chief Executive of the

Australian Industry Group:

“We often think of the production part in
manufacturing. However, the value chain is complex
and multi-dimensional. Production, the making bit, is
only past of this. Manufacturing also includes
research, design and development, logistics,
marketing, after sales service, product stewardship
and recycling. Manufacturing is more akin to project
management these days; lines between

manufacturing and services are blurring.”

According to last weekend’s Sunday Age, in the past six

months alone, Victoria lost 31,000 manufacturing jobs.



When considering the manufacturing value chain | just
outlined, ask yourself which part of the chain is most
vulnerable to global competition and off-shoring during a

Recession and into the future.

As borne out so starkly by the Pacific Brands decision, our
fellow citizens engaged in the “making bit” of the value
chain, that is, production, are our most vulnerable to

globalisation and the harsh scrutiny of free trade.

As we ride out this Recession, and the economy
improves, it is difficult to see off-shoring production
decisions being reversed in great numbers, with unit
labour costs being so low in developing countries to our

immediate north and north-east.

On the contrary, it is not so difficult to believe that jobs
being lost in the finance and property sectors will return, at

least to some extent, as economic activity increases.

When Charles Ford perfected mass production, he
inspired an era of vertical integration with an emphasis on
competing on costs. Reduce unit costs and you will be

more competitive.



In today’s manufacturing world, the value chain has been
unbundled. Vertical integration has all but gone.
Research, logistics, marketing and sales service are
outsourced to specialist organisations who don’t just
compete on cost. They compete on innovation, creativity

and continuous learning.

This is the services economy — or more specifically — the
knowledge-based economy at the top end of the services

economy.

They co-occupy this top-end sector with financial services,
legal firms, IT companies, advertising firms, property
services, tourism, environmental services, academia,

medical research — | could go on all night.

Of course, not all parts of the services economy is what |
would call knowledge-based. The retail and hospitality
sector has grown phenomenally to become — | think - our

single largest employer.
The services economy is therefore a great amorphous

beast, spanning across virtually all sectors of the

economy. The services economy is as much about
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manufacturing and agricultural technology, as it is about

shopkeeping, cafes, accounting and government services.

It is the services economy that will provide the jobs of the
future, and it is therefore the services economy we need
to think about when we make decisions about this city and

this State, and the transport systems we will need.

On a national basis, services already account for 75
percent of economic activity, 85 percent of employment
and 20 percent of exports. The nature of economic

activity isn’t changing. It already has!

But one word of caution before | go on. The services
value chain may itself unbundle, further threatening our

ability to earn a living. Indeed it already is.

Most of our major banks and some of our insurance
companies are sending IT jobs offshore, and of course we
know that many companies think it's okay to require their

customers to speak to someone in Bangalore or Manila.
If this trend becomes more pervasive, it could seriously
threaten our ability to provide employment opportunities to

all strata of society. As influencers, policy makers and
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decision-makers, we are therefore obliged to think about

how we can make our services globally competitive.

And so this is the great new challenge for tomorrow’s
transport system. How do you design a transport system

that underpins a globally competitive services economy?

We knew how to do it for the industrial economy. We built
ports and freight lines, and we developed industrial zones

linked by good roads for freight trucks.

But what's needed in a services economy? Where
moving knowledge around is more important than moving
goods? Where being connected locally and internationally

is as vital as dredging the bay.

So what makes a successful services economy?

When we undertook the Eddington Report last year, we
spent some time understanding what makes a successful
services economy. This is a modern stream of
economics. Very interesting if you're an economist —

extremely dull if you're a railway engineer.
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But bear with me! All roads lead back to the underground

railway station!

What makes a successful services economy can be

summed up in one word.

Cities.

All research bears out that the Western world trend to
services, which we are tracking very consistently here, is

concentrating more and more economic activity in cities.

Services economies are all about cities. Over half the
world’s population and 92 percent of Australians, now

lives in cities.

And the cities that generate innovation; that create new
products and attract creative people dominate the world
economy. Cities like New York, London, Tokyo and

Shanghai.
Those cities behave like standalone economies within

their country, often connected directly to other like

international cities. New York’s economy alone is similar in

13



size to that of Brazil — although | may need to update that

statistic!

Cities compete with each other, across international
borders. When we talk about competing with China, we’re
often talking about competing with Hong Kong or

Shanghai. Or Sydney for that matter.

The reason why cities dominate the knowledge economy

is pretty straightforward when you think about it.

People need other people.

| mentioned earlier that knowledge-based services
companies don'’t just compete on cost. They more so
compete and survive on their ability to innovate; to be
creative; to stay in touch with the latest developments. In

other words — they need to be connected.

When you hire a legal firm, or a marketer or logistics
expert, sure you want to know their rates — but more
importantly you want to know what they can bring to your
core business. It's not so much what they charge —it's
what they can offer by way of ideas and innovation to

improve your bottom line. They sell solutions to your
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problems, and the firms with the best solutions win your

business.

Research has shown that most innovation in these firms is
organic, not dramatic. It comes from ongoing
conversations, experiences, training, conferences, ideas

sharing. Not from a world-changing discovery.

Research also shows that most of these services
companies benefit hugely from being geographically close

to their clients, collaborators and competitors.

[slide 4 - graph by Spiller on local clients].

Work we commissioned for the Eddington Report showed
that 78 percent of the client base of knowledge-based
firms in Melbourne came from Melbourne. Only about 10

percent came from outside Victoria or Australia.
The idea that such firms benefit from physical proximity is

called clustering — or what the economists call

agglomeration.
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It is the notion that there are genuine economic and
productivity benefits to be gained by grouping together in

close proximity. Itis not a new phenomenon.

[slide 5§ - Alfred Marshall slide]

In 1890 a Cambridge economist called Alfred Marshall

wrote:

“great are the advantages that people following the
same skilled trade get from near neighbourhood to
one another. The mysteries of the trade become no
mysteries, but as it were in the air. If one man starts
up an idea, it is taken up by others and combined
with suggestions of their own; and thus it becomes

the source of further new ideas.”

The notion that ideas are “in the air” seems to stand up to
modern scrutiny when you consider the exchange of ideas
you will have over coffee tonight, or pick up bumping into
someone on Collins Street or get from your regular client

meetings.

So the point here is, that modern services economies

thrive in cities.
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And that there are spatial ramifications to this, because
knowledge-based services tend to cluster and organise
themselves to be close to clients, collaborators and

competitors.

And the range of collaboration is broadening as well.
Logistics experts need lawyers and marketers.
Manufacturers need researchers. IT firms need

accountants. Hospitals need universities.

In order to foster and increase productivity in our services
economy, we need to encourage and stimulate
collaboration and hence innovation. We need to connect

people with ideas. In other words — people to people.

We want clusters.

And of course, we want people. Smart, creative people. |
won’t divert from my topic to expound on how cities
compete to attract creative people. Except to say, it is this
need that places an economic as well as a social value on
amenity. On things like liveability. Parks, restaurants,

clean air, cafes, sports, etc.
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Finding ways to remove traffic sewers from services
clusters such as Melbourne’s inner north is as much a n

economic issue as a social one.

Implications for Melbourne

It is time to think about what all this means for Victoria,

and more specifically Melbourne.

The internationally observed tendency for knowledge-
based businesses to concentrate in a handful of cities is
borne out in Australia, with Sydney and Melbourne

dominating.

But left to its own devices, will allowing such clustering to

go unchecked give us the city we want?

And will any attempt to stop it imperil our future

prosperity?

A divide is appearing across the world between cities that
dominate these “thinking services” and so-called “client”
cities. That s, cities who buy the thinking services from

other cities.
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It's no surprise to hear that | consider it vital we remain
and grow as a seller of thinking services. We won’t have
enough jobs if we don’t because the “client” cities will be

competing in sectors where we can’t compete.

But it is what happens within a city that | now want to

discuss.

There is now a plethora of literature that explores the link
between urban form and economic performance. Usually
this shows that a compact city is far more efficient and
productive than a sprawled city. Things like less travel
time, more efficient use of existing infrastructure and
greater accessibility are behind this thinking. Compact

cities are also far more environmentally friendly.

If we allow market and social forces free rein in light of the
growth in services clusters and the unbundling of the
value chain | mentioned earlier, many cities have shown
that a two-tone urban form can develop. Indeed, there is
much evidence to show that that is what is happening in

Melbourne.

[slide 6 — employment by location diagram, followed

by slide 7 from melbourne atlas where workers live].
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By two-tone, | mean all the high value knowledge-based
jobs gravitating to a vibrant central core, with a huge
“client” suburban economy highly reliant on consumption
within those areas and highly vulnerable to global

economic trends such as off shoring.

In addition to this phenomenon, Melbourne also suffers
from great disparities in relative accessibility when one

compares some parts of the city to others.

[slide 8 - map of absolute accessibility]

Our work last year found big differences in the relative
accessibility of the west compared to the east. We have
seen that changes to relative accessibility arising from
major transport infrastructure can lead to major changes in
the urban form and the economic development of a
region. Think the Melbourne Underground Loop, the
Western Ring Road and more recently Eastlink. [slide 9 -

show table with minutes to jobs]

One of our consultants on the Eddington study last year,
calculated for us which industries were most sensitive to

changes in relative accessibility. By that | mean, when
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improvements are made to accessibility, there is a direct
bearing on productivity and job creation in that industry.
The answer was most clearly the knowledge-based

industries, where time is money.

[slide 10 - maps of education and slide 11 - income

distribution]

Look at these diagrams of comparative education

attainment and income distribution.

My point is this. There is a direct link between
accessibility and productivity in the services economy.
And in Melbourne, the areas with poor accessibility are

our most disadvantaged.

If we take steps to improve accessibility in an area — we
create an environment where new economy jobs can be
created — and we also help address social inequities in our

city.
If we want our city to provide equity of opportunity to the

jobs of tomorrow, we must also improve accessibility and

connectedness right across the city.
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Building tomorrow’s transport system.

So now to the transport system we need for tomorrow.

Let me start with the all-important city centre.

Melbourne has changed remarkably — during our lifetimes

and right beneath our feet.

Obviously Melbourne is larger, but Melbourne the city is
different. The Melbourne of today is far more exciting, far

more diverse and vibrant that it once was.

Melburnians who may have left this city fifteen years ago
might struggle to recognise it today. lIts cultural life is
extraordinary. Our galleries, restaurants, theatres and

world class array of major events are almost unique.
We can legitimately call ourselves the sporting capital of
the world. But how many cities with our sporting
reputation would also be named a City of Literature by

UNESCO as Melbourne was late last year?

[slide 12 - diagram of inner areas]
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The city footprint has altered. New employment precincts
have emerged and old ones have been rejuvenated. The
services economy now stretches Melbourne’s central
employment area to Parkville with its academic, medical
and biotechnology precinct — increasingly joining the CBD
and increasingly collaborative. St Kilda Road, with its IT

and business services precinct.

Southbank with its arts and media. And the Docklands —
now home to a substantial part of our finance and

insurance sectors, not to mention tourism.

The inner city residential population has boomed with
apartment living now accepted here, right at work’s

doorstep — previously unthinkable.

Bold architecture has accompanied this expansion on a

grand scale.

In short, Melbourne has adopted a city lifestyle akin to the
giant creative cities | alluded to earlier. Indeed, last year
UNESCO also added Melbourne to its global Creative

Cities Network.
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This is all great news for a modern city wanting to secure
a prosperous future. Because these are precisely the

attributes that the world’s successful cities are showing.

But we need to provide the transport solutions to match
and encourage this transition. And we want to ensure that
all of Melbourne is connected so that opportunities for the
jobs of the future are provided to all Melburnians, not just

the lucky few.

To me, that means several things:

Firstly, we need to start thinking of central Melbourne as
more than just Hoddle’s Grid. We need to devise mass
transit solutions to the broader central Melbourne footprint
that encompasses Docklands, Parkville, St Kilda Road

and | would argue Footscray.

Our mass transit systems shouldn’t just deliver someone
to the corner of Collins and Exhibition. It must also deliver
people directly to Docklands, Parkville and St Kilda Road.
Embracing Footscray long-term will provide the city with a

direction to grow and encourage employment growth to
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the west of the Maribyrnong where so much of our

population growth is occurring.

Secondly, we need those mass transit solutions to
connect all Melbourne’s suburbs and Victoria’s key
regional cities to that broader central footprint. That way,
we provide equality of opportunity to our people, but we

also draw on a bigger labour market.

The best way to do that is to integrate it with our existing

suburban commuter rail network.

Thirdly, | say mass transit systems, because as the central
city grows, it is not sustainable that private motor vehicles

form the basis of our strategy for these types of trips.

And Melburnians agree. Public transport already
dominates the car for this sort of trip and is growing
rapidly. Where large numbers of people are wishing to
travel to a shared destination, public transport is the most

efficient mode of transport.
There is a real opportunity here to get many people out of
their cars. While CBD workers have flocked to public

transport, many Parkville and St Kilda road workers
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haven’t, as the public transport connections are time-

consuming and cumbersome.

When undertaking the Eddington study, we thought about
this need to service a greater inner Melbourne area in a
way that was connected to our commuter rail system, we
combined that thinking with where the capacity constraints

in the rail network were.

That was unsurprisingly at Footscray and Caulfield. | say
unsurprisingly because those junctions lead beyond to the
fastest growing parts of Melbourne. The west, the north,

the north-west and the massive south-east.

[slide 13 - VTP metro rail map]

The resulting recommendation was a rail tunnel that joined
the whole commuter network to the new services economy
areas currently unconnected, addressed capacity
constraints in the rail network, and made dramatic
improvements to the relative accessibility of Melbourne’s

fastest growing but most disadvantaged suburbs.
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But let’s now also think of how we create jobs closer to
where people live in a way that includes knowledge-based

jobs so that not all high value jobs are in the city centre.

[slide 14 - map of northern italy]

Look at this Google earth map of Northern ltaly.

You will recognise many of the city names — Milan,

Genoa, Turin, Piacenza, eftc.

These cities are all major employment zones with
sufficient urban mass to create and sustain modern

knowledge-based jobs.

The cities are linked by high class rail and road
connections, so that while Milan dominates as an
international city, the other cities are self-sustaining and
prosperous enough that not all citizens need to commute
to Milan for well-paid work.

[slide 15 - google map of Melbourne]

Now look at this map of Melbourne.
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This is also Google earth and, importantly, it is to the
same scale. We continually forget that geographically

Melbourne is one of the largest cities on earth.

| would argue that Melbourne needs two or three major
employment zones besides the inner core to properly
disperse opportunity and to rationalise our travel patterns
which currently resemble a daily tidal surge from the
suburbs in to the very centre and out — causing major
congestion and major economic and environmental

inefficiencies in the process.

[slide 16 - map of melbourne’s daily movements]

| say a major tidal surge each day — there’s one exception.
Dandenong and its surrounds now exhibit significant travel
patterns within its own boundaries — not just to the centre.
It is the largest industrial precinct in Australia and has
sufficient critical mass to show what can be achieved at

least as far as travel patterns are concerned.

Melbourne 2030 is a laudable policy and Dandenong has
been identified for more development. But the danger is
that we don't try to create too many employment zones.

Another in the west and another in the north would seem
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warranted, especially when one considers the industrial

development already happening there.

[slide 17 - melbourne’s intermodal network map]

But where are the Northern Italian major road and rail

connections?

And what about our connections to Melbourne Airport —

critical in a modern services economy.

The Victorian Transport Plan, and hopefully the Building

Australia Fund, will tell us the answer.

Many of us are hoping the aforementioned rail investment
will be supported by the Commonwealth. But we are not
well connected when we consider the need to connect the

west with the north and the east.

[slide 18 - VTP road links map]

Completing the ring road in the north-east will greatly

assist this end. It will provide a high quality, continuous
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connection from the south-eat, via Eastlink, to the north
and the airport, across to the west. The widening of the

Ring Road is already a committed project.

But | for one still lament the lack of an east-west
connection to complete the picture. Not just because of
the cross-city connection | have alluded to. But also to
remove the pointless cross-city traffic carnage that so
destroys amenity in our inner north — for no good reason —

because the vast majority of it isn’'t going there.

Our inner north is now Grand Central in the new
innovation economy, and it is not an attribute of a
successful city to pour cars and trucks through the middle

of your most important services centres.

[slide 19 — east west accessibility map]

And just out of interest, this map shows what an east-west
link would do to relative accessibility. It would have
significant effect in shaping how Melbourne’s west will

develop in the future.

[slide 20 — a networked city]
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Conclude

Tonight | have talked about where | think our future
prosperity lies and argued that we must think about what
success demands in the new economy when planning our

transport systems.

| have argued that for strong economic, but also social
and let’s not forget environmental reasons, tomorrow’s
transport system must create a networked city. A city that
provides mass transit solutions connecting all
Melburnians, and Victorians, to a vibrant and

internationally competitive city centre.

But a system that also creates the opportunity for
tomorrow’s high value services economy jobs to locate to

regions in Melbourne’s vast suburbs.

As we emerge from this Recession, | believe the trends |
have explored will be more apparent, not less. And even
more important.

| think the big picture transport investment decisions we

have made are right, although | lament one missing piece.
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As a closing point, | hope that in the face of current gloom,
we do not shrink from these challenges, because history
tells us that these phases are temporary and that the

underlying trends continue apace.

Today it is more important than ever that we push on with

building our future.

We have enjoyed the legacy of those who have gone
before us. My closing question is — what legacy are we to
leave?

Thank you.

[final slide]
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