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A decade of manufacturing
Putting the grid first

By Steve Bryant, Manager - Industry Leadership, QMI Solutions

A word
from the
CEO
Welcome to the first edition of our new
magazine, Solutions.
QMI Solutions is proud to have been a central source of key
information for business and industry for many years.
Always aiming to be at the forefront of industry change we have
now decided to further develop our communications offerings
and have unveiled the first edition of our new business

A decade of
manufacturing
What can we learn from the past and
what does the future hold?

The manufacturing industry in Australia has been subjected to
significant competitive pressures over the last decade that
has left many questioning the viability of the industry in this
country. The short response to these questioners is that
manufacturing undoubtedly has a role in the Australian
economy as a key generator of R&D, as an essential enabler
for other ‘headline’ industries and a has a compelling multiplier

Among the key findings of this Working Paper were:
•	Over the long term, investment in manufacturing has risen,
but nevertheless hours worked (and therefore, broadly,
jobs) have declined. Manufacturing’s multifactor
productivity (MFP) – a measure of innovation, technology
and other factors affecting productivity – has been
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A glimpse of the future
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The cost of energy and
its impact on business

We hope that this publication will become a valuable resource

economies. But how does the manufacturing industry redefine

for businesses around Australia that are seeking the latest

itself to ensure its relevance and visibility within a future

decline. Rather, various subsector-specific factors, such

information to help their businesses grow.

economic environment?

as lags between investment and output; unmeasured
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21 years of success

Our aim has always been to support a wide range of businesses
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Focus on QMI
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Focus on AIC

This magazine is the first of many new initiatives we will be
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Focus on ICN

To find out more about our plans please refer to The Last Word

magazine, Solutions.

effect in terms of jobs, expertise and boosting local
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A promising future
for indigenous business
The last word

ensure positive development and ultimately success.

The impact of the GFC refocused manufacturers on improving
practices to improve performance and this focus occurred.
Since the GFC, manufacturing performance has lagged in keeping
up with practices implementation.

looking to roll out over the next 12 months at QMI Solutions.

and manufacturing in Australia.

Key Findings:

I hope you enjoy this first edition and will use this magazine as

Companies need to address three internal-facing activities first –
Technology, Systems and Skills and then focus on the externalfacing activities – Opportunities and Networks to grow the business.
This is what successful manufacturers are doing.

a regular resource for your businesses on the journey to
excellence.

These significant pressures, mainly promulgated by the
Global Financial Crisis of 2007-2008, had seen Australian

Events
Gary Christian, CEO, QMI Solutions

manufacturing move from a low-cost competitive environment
to a high-cost one[1]. The impacts of this and pressures on
manufacturing performance are still being felt with an increase
in competition from countries that were previously not low-cost
competitors such as the US.
One area earmarked as a focus for competitive advantage
is for increased manufacturing productivity. The Productivity
Commission released a working paper[2] analysing trends in
manufacturing productivity from 2004-2008 and is indicating
a decline in productivity over this period (-1.4%) as opposed
to a growth of 1.3% in the period 1999-2003.
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•	There was no overarching systemic reason for the large

In the sample of companies, manufacturing performance has
increased only slightly (1%) over a volatile period for manufacturing
between 2004-2013.

and provide each with the very best information available to

on page 18 where I will share my views about business, industry
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declining since 2003-2004.

	increases in quality; and lower capacity utilisation all
contributed.
	Some factors reflect temporary responses to changing
competitive conditions:
-	Faster rates of input growth (capital and hours worked)
and slower output (value added) growth were the
‘proximate causes’ of this Manufacturing MFP decline.
-	Petroleum, coal, chemical and rubber products (PCCR),
Food, beverage and tobacco products (FBT), and Metal
products (MP) collectively accounted for two-thirds of
the decline between cycles. Influences on each
subsector were diverse.
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Measuring manufacturing
performance
Since 2004, QMI Solutions has been qualitatively measuring
the performance of manufacturers in Queensland and
specifically that performance as it is driven by best practice.
The argument is that performance driven in this way is more
sustainable for businesses and frees up owners to focus on
the external-facing activities of the business, which is where the
genuine growth occurs (see Figure 1).

Bruce Leslie, Technical Director, LC Energy

It should be highlighted that the scoring mechanism for this
benchmark labelled any company that scored less than 60 on
both practices and performances as “Rich with Opportunity”
meaning that there is much room for improvement. Other
quadrants include “Vulnerable” – where a company is
experiencing good performance results, but this is not being
driven by best practices. Typically, there are individuals who are
single-handedly driving this performance, which is ultimately
not sustainable. “Promising” means the company has practices
in place but they are not translating to performance as yet.
“Contenders” are those companies who have scored higher
than 60 for both practices and performances but less than 80

Putting the
grid first
The Solar Photovoltaic industry and
the future of energy use & storage.

for each. When both scores are above 80 the company is in the
world class category. See Figure 2.
Grid connected battery storage should put the grid first.

Also, while peak power has been fairly constant for the last few

At the present time, the Solar Photovoltaic (PV) Industry view

years, it will start to grow with an increasing population again

is that PV is saving the planet and provides for a better future.

soon, and if we don’t reduce the peak power demand issue

This viewpoint also assumes everyone shares the same

then the grid costs to manage peak demand won’t reduce.

perspective.

In fact, the grid has to grow as POWER demand increases.

However, power suppliers such as Energex and Ergon view
Figure 1 – Where SME growth comes from

As such, the findings that have emerged from our data are
that the overall trend for manufacturing performance, driven
by best practice implementation, has shown a slight
improvement from 61.9pts to 62.5 between 2004 and 2013 –
this is an approximate 1% improvement from the 2004 figure.
As can be observed in Chart 1, this improvement from year
to year has been volatile and reflects the challenges faced as
an impact of the 2007-2008 GFC and the Queensland floods
in early 2011. Both events had significant impact on the
manufacturing environment, often taking some time to take

Enter battery storage.

solar PV as providing them with reduced revenue (as much as

Initially, energy storage systems were Off-Grid and based

15% less) with no reduction in their infrastructure expenses.

around solar PV with lead-acid batteries. These systems were

This means that solar PV makes the electricity utility’s life

high-cost and needs-based and typically used by people with

difficult as PV costs them money, time and effort, makes

no other power options. Owners of such systems were

grid management harder and doesn’t provide them with any

technologically educated. They learnt and understood how

tangible benefits. These issues have become entrenched and

such systems were put together, how they were best used

electricity utilities now expect that solar users will only consider

and how they were best maintained for optimal life.

themselves and require the utility to clean up the mess.
They raise obstacles including the peak demand dilemma and
safety issues such as potential dangers for their linesmen on
the AC side and for firemen on the DC voltage isolation side.

Over recent years we have seen a massive growth in Grid
Connected PV but with no energy storage. The industry has
taken off with the assistance of various subsidies. It has been

effect. However, the aftermath witnessed an increase in performance in each instance. It seems that post-GFC, companies
have recognised the importance of implementing best practice
to drive performance as since that time, best practice
implementation has outscored performance scores.

Key Findings:

Energy utilities should be encouraged over the next few years to
develop on grid storage programs to benefit the grid in order to
reduce peak demands at peak times.
The installation of on-grid Solar PV plus battery storage will be
financially compelling and will greatly assist in reducing not only
the peak demand problem, but a range of other grid quality and
stability problems as well.

Figure 2 – The Practices/Performance Model
[1] Roos, G., What it takes to succeed in a high-cost operating environment, Swinburne University of Technology, May 2012
[2] Productivity in Manufacturing: Measurement and Interpretation, Productivity Commission, November 2013
NB: This data is based on the results from 803 benchmarks completed between 2004 and 2013. All but 16 of these benchmarks were completed with manufacturing companies based in
Queensland and delivered with support from the Queensland Government. The benchmark tool used was the PROBE for Manufacturing – Microscope. The PROBE suite of benchmarking tools
is one of the world’s leading organisational assessment and best practice benchmarking tools, used in over 30 countries to promote and support the pursuit of Business Excellence across all
sectors. Thousands of organisations have benefited from PROBE’s insights and contributed to its unique knowledge base, supported by facilitators and agencies committed to the spread of
good business practices that deliver improved organisational performance. PROBE for Manufacturing – Microscope is a version of the PROBE tools designed for use by any organisation for
which a primary activity is the manufacture of products, processing of material or construction of physical assets, and which wishes to make that activity a focus of their benchmarking and
improvement efforts. The Microscope version is designed primarily for small-to-medium-sized organisations (or organisational units).
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To break this down, we need to realise the subtle but critical

a profitable industry and notably very little customer input or

divide between energy and power. Most utility costs are driven

knowledge has been required for successful installations.

by POWER (kW) and this is the driver for line capacity, the
number and size of transformers and the maximum generation
capacity of particular areas of the grid. So if POWER (kW) is the
main driver, then why do we pay mostly for ENERGY (kWh)?

So are we ready for residential grid-connected energy storage?
Can we just start adding battery backup and storage to our
solar PV systems? The answer is ‘no’, because the economics
simply don’t stack up. There are no subsidies to help costs and
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