
 
 

 

 
 
 
 

Business Council of 
Australia 

 
 
 
 
 

Submission to 
 

Infrastructure Australia 
 

on  
 

Australia’s Future Infrastructure Requirements 
 
 
 
 
 
 
 
 
 
 

October 2008 
 

 



Submission to Infrastructure Australia on Australia’s Future Infrastructure Requirements 
 

 

Business Council of Australia 2 

 

Summary  

Infrastructure quality and capacity play a critical role in determining the structure and 

strength of economic growth and activity as well as standards of living.  

Growth in the Australian economy and population over the past decade has outpaced the 

capacity of core infrastructure to support that growth. We now have a significant amount 

of catching up to do to invest in the infrastructure capacity that will support growth in the 

future.  

Previous work of the Business Council of Australia (BCA) has identified that the key 

blockages to successful investment in infrastructure are: 

1. a lack of planning for and inadequate information on future infrastructure needs and 

projects; and 

2. inadequate development of national infrastructure markets, poor pricing policies, poor 

regulation, lack of competition and ineffective investment processes. 

In light of these fundamental blockages, the BCA has set out a broad agenda for 

infrastructure reform that calls for market-based policy settings. 

This submission to Infrastructure Australia identifies the key foundation strategies which 

should underpin infrastructure reform and recommends that Infrastructure Australia in its 

advisory role to the Council of Australian Governments (COAG) ensures the ongoing 

achievement of these strategies.  The foundation strategies are: 

1. Effective national (not state-based) infrastructure markets, including national or 

uniform regulation. 

2. Market-based prices that send the appropriate signals to consumers and suppliers 

(cover long-run marginal costs, reflect time of use). 

3. Public investment processes that are integrated across governments, forward looking, 

based on consideration of all options and favour projects with the highest (and 

published) benefit–cost ratios. 
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4. Effective competition in all contestable (non-network) market segments. 

5. Private ownership as the preferred model in all contestable market segments. 

6. Regulation of infrastructure that does not discourage investment seeking to meet 

expected demand. 

The role of Infrastructure Australia in providing independent advice to COAG on the state 

of Australia’s key infrastructure; infrastructure priorities of national significance; and 

policies which support effective investment in and financing of major infrastructure has 

the potential to significantly improve Australia’s infrastructure outcomes. 

In undertaking its National Infrastructure Audit and developing an Infrastructure Priority 

List, however, Infrastructure Australia can also play a crucial role to improve infrastructure 

planning in particular.  Indeed, we recommend that Infrastructure Australia:  

• Create a rolling pipeline of ‘ready to go’ projects, where these projects must meet 

quality assurance tests that are broader than currently envisaged. 

• Call for target service levels to be set against which projects can be assessed and 

the outcomes measured. 

• Take account of the reform environment (e.g. in the area of infrastructure pricing) 

in assessing projects for selection. 

The role of COAG itself is critical to infrastructure reform. The willingness of COAG to 

commit to a major infrastructure reform agenda designed to improve Australia’s national 

productivity and standards of living is essential. National approaches are needed and 

continued efforts are required to reduce poor and inconsistent regulatory practices across 

Australia. 

It is time to re-focus and re-energise the infrastructure reform process.  

It is encouraging that the government has embarked on a leadership role, announcing the 

creation of Infrastructure Australia and a clear priority-setting agenda. There is now a 

need to progress a comprehensive infrastructure reform agenda if we are to bring the 

political will, new structures and capital together to meet our infrastructure needs. 
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Context  

Infrastructure Australia has called for submissions at a time when Australia’s population 

and GDP growth are rising but productivity growth is stalling. Global economic uncertainty 

notwithstanding, Australia must plan for continued economic growth and invest in its 

infrastructure capacity accordingly. 

Australia’s economy has grown at an annual average of more than 3 per cent, or around 

$30 billion in recent years. We are in our 17th year of continuous growth. Our population 

is rising by around 300,000 people a year and the government has revealed plans to 

raise migration levels to higher levels. 

For Australia’s productive capacity to grow and support strong economic and population 

growth, infrastructure investment must not only keep pace but we must also use 

infrastructure more efficiently. 

The BCA was among the first to identify the infrastructure constraints facing the economy 

in 2005 with the release of its Infrastructure Action Plan for Future Prosperity. 

Subsequently we released the Infrastructure: Roadmap for Reform report, which set out a 

broad reform agenda that could deliver an increase to GDP of around 2 per cent. 

Australia’s infrastructure, including ports, road and rail transport systems, water, energy 

and accessible and fast broadband, are the building blocks for future growth. But our 

economy has expanded beyond the capacity of key infrastructure. 

At one level Australia’s infrastructure problems can be seen in bottlenecks at our bulk and 

container ports and at our intermodal hubs, inadequate rail systems, congestion on our 

urban roads, struggling public transport, water shortages in our cities, over-allocated rural 

water systems and (an increasingly acknowledged) straining electricity network. 

At a deeper level, however, we see the drivers of these problems in a lack of effective 

national infrastructure markets, inappropriate infrastructure pricing, often poorly 

coordinated planning, a confusion between government roles (as policymaker, regulator 

and service provider), and sometimes misguided regulation. 
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In the energy sector, for example, governments still control or cap the retail price paid by 

residential consumers. In water, there is little contestability in the management and 

supply of urban water and there are constraints on the effective trading of rural water. We 

rely more on traffic jams than on market-based pricing to help address our urban traffic 

congestion. These are just some of the problems that if left unaddressed will put a brake 

on productivity as our economy continues to grow. 

The role of Infrastructure Australia 

Under the Infrastructure Australia Act 2008, Infrastructure Australia has the primary 

function of providing advice to governments, investors and owners of infrastructure on: 

• Australia’s current and future needs and priorities relating to nationally significant 

infrastructure; 

• policy, pricing and regulatory issues that may impact on the utilisation of 

infrastructure; 

• impediments to the efficient utilisation of national infrastructure networks; 

• options and reforms, including regulatory reforms, to make the utilisation of national 

infrastructure networks more efficient; 

• the needs of users of infrastructure; and 

• mechanisms for financing investment in infrastructure. 

This list recognises the broad set of potential policy solutions at hand for delivering 

improved infrastructure outcomes in Australia. The emphasis in the legislation on 

improving the efficient utilisation of infrastructure through consideration of policy, pricing 

and regulatory issues is consistent with the BCA’s long-term infrastructure reform agenda. 

Infrastructure Australia has a set of additional functions under the legislation including 

three specific functions requested by the infrastructure working group of COAG in March 

2008: 

• to undertake the National Infrastructure Audit by the end of 2008; 

• to develop an Infrastructure Priority List by March 2009; and 
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• to prepare best-practice guidelines for public–private partnerships for consideration by 

COAG by October 2008. 

The Commonwealth Government has recently asked Infrastructure Australia to bring 

forward the completion of the interim report on the National Infrastructure Audit and the 

Infrastructure Priority List to the end of 2008 to ‘enable the Commonwealth, advised by 

Infrastructure Australia, to make timely decisions on projects that will advance Australia’s 

nation building agenda’.1 

Bringing forward this work to make decisions on projects should not cause us to lose 

sight of the need for a comprehensive policy response to the nation’s infrastructure 

challenges. 

Infrastructure Australia’s advice to COAG should prioritise and advocate policy reforms 

that will improve infrastructure outcomes, including in its advice in the interim reports later 

this year. Policy reforms should be given a high weighting and should be considered to 

play a critical role in achieving objectives of ‘nation building’. 

Infrastructure Australia is also in a unique position to identify opportunities for a mix of 

infrastructure solutions to issues that might be traditionally associated with one particular 

form of infrastructure. For example, in addressing urban congestion, there may be a 

solution that involves a mix of infrastructure policy responses such as investment in 

broadband technology, road pricing policies, public transport investment and other 

possible measures that might play a role. 

Ensuring infrastructure reform 

The provision of modern, world-class energy, transport, water and communications 

infrastructure at lowest cost is essential to the competitiveness of all sectors of the 

economy. 

Previous work of the BCA has identified that the key blockages to successful investment 

in infrastructure are: 

                                                 

1 COAG Communique, 2 October 2008.  
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• a lack of planning for and inadequate information on future infrastructure needs and 

projects; and 

• inadequate development of national infrastructure markets, poor pricing policies, poor 

regulation, lack of competition and ineffective investment processes.2 

In light of this work the BCA identified the key foundation strategies which should 

underpin infrastructure reform and recommends that Infrastructure Australia in its 

advisory role to COAG ensures the ongoing achievement of these strategies. The 

foundation strategies are: 

1. Effective national (not state-based) infrastructure markets, including national or 

uniform regulation. 

2. Market-based prices that send the appropriate signals to consumers and suppliers 

(cover long-run marginal costs, reflect time of use). 

3. Public investment processes that are integrated across governments, forward looking, 

based on consideration of all options and favour projects with the highest (and 

published) benefit–cost ratios. 

4. Effective competition in all contestable (non-network) market segments. 

5. Private ownership as the preferred model in all contestable market segments. 

6. Regulation of infrastructure that does not discourage investment seeking to meet 

expected demand. 

The development of effective national markets removes inefficiencies caused by the 

imposition of arbitrary state-based borders. Market-based pricing that takes into account 

long-run marginal cost and which can be set to reflect time-of-day usage encourages 

consumers and suppliers to make efficient decisions with regard to infrastructure use and 

investment. 

                                                 

2 The BCA released Infrastructure Action Plan for Future Prosperity in 2005. It was followed by 

Infrastructure: Roadmap for Reform in 2007, a paper for the BCA developed by Port Jackson 

Partners, which details the approach to infrastructure reform nominated by business. 
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Forward-looking public investment approaches that are integrated across governments, 

based on a consideration of all options, and which favour projects with the highest 

benefit–cost ratios will ensure our infrastructure investment schedule keeps pace with 

economic growth. 

This forward-looking approach must be premised on a sound understanding of current 

infrastructure capacity. This can only be delivered through a transparent audit process. 

While Infrastructure Australia is currently seeking audit information from the states, it may 

be more appropriate to commission an independent audit through the Productivity 

Commission on a regular basis. 

Active competition in all contestable market segments will provide governments and the 

community with the opportunity to achieve least-cost delivery and enhance service 

delivery. 

Regulatory practices should not inhibit investment in infrastructure for future needs. An 

example is where regulated prices may prevent investment to meet a future need. 

The implementation of these foundation strategies through COAG would drive substantial 

infrastructure reform. Examples include: 

• For electricity the opportunity exists to take a national approach to transmission 

investment, remove all price caps, and remove state-based programs which have the 

potential to undermine the effectiveness of the Carbon Pollution Reduction Scheme. 

• In water, real progress should be made on water basin management, on all forms of 

water pricing ensuring water goes to its highest use, the removal of barriers to water 

flows between urban and rural areas. 

• In transport progress on national regulation and investment in, for example, 

intermodal, road and rail infrastructure which supports national productivity. 

• In broadband, access arrangements to facilitate competition in service provision. 
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Poor infrastructure planning and provision are avoidable handbrakes on economic 

growth. It is estimated that removing impediments to investment in important 

infrastructure areas will boost GDP by around 2 per cent, or $20 billion, a year.3 

Improving infrastructure planning 

When discussing publicly sponsored infrastructure with those knowledgeable in the area, 

the issue of planning is usually raised.  Indeed, many see poor infrastructure planning as 

the largest problem facing Australia’s infrastructure sector. 

We believe Infrastructure Australia can make a major contribution to improving this 

planning through the way it carries out some of its immediate tasks. 

We have four specific additional proposals in this area. 

First, while Infrastructure Australia has been asked to identify a critical Infrastructure 

Priority List by March 2009, this role could be extended to the role of establishing a rolling 

pipeline of ‘ready to go’ projects which must meet particular quality assurance tests.  The 

tests are as follows: 

• All projects in the pipeline must be accompanied by a pre-feasibility study.  This must 

scope the problem being addressed, determine what it will take to implement the 

project (including how particular obstacles will be addressed), outline the project 

timetable and provide detailed calculations of benefits and costs and the project’s 

overall contribution to national productivity. 

• All projects in the pipeline must also be accompanied by a ‘statement of context’ 

which outlines how the project fits into infrastructure plans and with other projects.  In 

particular, it must compare alternative ways of meeting the need, identify impediments 

to project execution and state how the project aligns with Commonwealth, state and 

local government infrastructure plans.  That is, the project should not be seen as a 

‘one-off’, but as part of a wider plan to meet particular objectives. 

                                                 

3 BCA, Roadmap for Reform, 2007, p2 
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Both these tests build on steps Infrastructure Australia is undertaking in establishing the 

infrastructure priority list. 

The projects in the pipeline will, therefore, be implementation ready, and will form part of 

a logical sequence of projects.  We envisage that the infrastructure pipeline will be a long-

term one setting a national framework for future infrastructure investment by governments 

and industry. 

Infrastructure Australia should advise COAG annually on projects to be considered and 

funded which are drawn from the pipeline.  This advice should be made public, and 

supported by the reasons for its selection.  COAG can, of course, refuse to accept this 

advice but its reasons will also need to be made public. 

Over time, Infrastructure Australia should refine its quality assurance tests to ensure they 

improve with experience. 

We believe this additional proposal will avoid the current problem where publicly 

sponsored projects are often poorly thought through and often they are not part of a 

coherent wider plan.  Projects are often, therefore, poorly prioritised. 

The second additional proposal is that Infrastructure Australia calls for target service 

levels to be set, against which projects can be assessed and the outcomes measured. 

We suggest Infrastructure Australia provide a framework for these target service levels 

and that, within this framework, each state and territory set their target service levels.  

The benefit in them doing so is that Infrastructure Australia would provide a positive 

project weighting when a project is proposed in a state where target service levels are 

set.  This would allow the project’s contribution to the achievement of these service levels 

to be assessed. 

We would also intend that the regular infrastructure audits would assess progress to 

these target service levels. 

The type of target service levels we envisage are as follows: 
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• The boundaries within which congestion levels in each of our cities should stay as 

measured by each city’s traffic model results which should be published annually.  

This could be done in terms of, for example, average vehicle travel speeds for cars, or 

vehicle hours spent in congested traffic. 

• Corresponding measures for public transport e.g. on-time running; passenger 

congestion on buses and trains.  Also, within a certain population density, all citizens 

could have access to public transport of a certain standard. 

• Targets for water service delivery; for example, the frequency of different levels of 

water restrictions, and current and forecast usage levels as a percentage of 

sustainable supply. 

• Targets for the percentage of rural water surface and groundwater systems that are 

under stress. 

• Targets for road and rail travel times between the main intercity destinations, and 

possibly the extent of rail speed restrictions. 

The third additional proposal is that Infrastructure Australia considers the reform 

environment in assessing projects for selection from the pipeline.  We would intend that 

Infrastructure Australia would require a description of the policy environment to be in the 

‘statement of context’ mentioned earlier.  Projects would be favoured where there is a 

sound policy environment, such as appropriate infrastructure pricing or other forms of 

demand management. 

The final proposal is that Infrastructure Australia work with Commonwealth, state and 

territory governments to develop an agreed set of guidelines for infrastructure planning 

processes. The guidelines would promote processes that raise the quality and timeliness 

of infrastructure planning within jurisdictions and would draw upon best practice in 

Australia and abroad. The exercise currently underway to develop the National Public 

Private Partnership Guidelines represents a possible collaborative model for this task. 

We see these proposals as allowing Infrastructure Australia to leverage its requirement to 

form an Infrastructure Priority List to improve planning and infrastructure reform 

throughout Australia.  These proposals will complement Infrastructure Australia’s policy 

advisory role. 
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The role of COAG in infrastructure reform 

While Infrastructure Australia has been established to provide advice on key issues 

related to infrastructure to COAG, it is the operation of COAG in facilitating infrastructure 

reform that remains critical. 

An effective working relationship between our three levels of government and a 

commitment to decision making that serves the national interest is critical to successful 

infrastructure reform. 

Governments have made commitments to significantly boost their infrastructure 

expenditure in an attempt to ‘catch up’ the past underspend. The Commonwealth 

Government has announced $76 billion in funding to support infrastructure development 

including the $20 billion Building Australia Fund and funds for education and health, while 

state governments over the four years to 2011–12 will spend around $195 billion.4  

Australia’s governments have also made progress towards the establishment of more 

consistent national markets for water, energy and transport over the past two decades. 

There is, however, more work to do through effective intergovernmental collaboration 

under the ‘new federalism’ institutional arrangements. 

In assessing progress on infrastructure reform it is necessary to consider the work 

program of a large number of different government groups including COAG working 

groups, ministerial councils and government appointed commissions, as well as 

government departments and agencies that have traditionally led policy development. 

Infrastructure reform is fragmented across many parts of government and this 

fragmentation has increased with the introduction of COAG working groups. While it takes 

some time to adjust to new working arrangements, the reform agenda now appears to be 

less coordinated with a larger number of government groups involved.  

                                                 

4 Stephen Halmarick, Bonds boost is a boon for states, Australian Financial Review, 4 September 

2008.  
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A review of the effectiveness of the bureaucratic structure supporting infrastructure reform 

should be undertaken to ensure appropriate roles are allocated, that each group 

complements rather than duplicates or overlaps the work of the others and to streamline 

issues management and decision-making processes. 

A more comprehensive and coordinated approach to setting out the long-term 

infrastructure reform agenda would support timely and effective delivery of reforms and 

lessen the risk of ad hoc reform or distractions caused by reactions to the most topical 

issue of the day. 

Transparency of COAG working group processes could also be improved. It would be 

helpful if there was public reporting of the progress of COAG working groups, such as 

meeting times, agendas and minutes, to allow progress to be tracked. 

The COAG Reform Council has also highlighted the need to ensure that sufficient 

resources within governments are provided to implement reforms agreed by COAG. In a 

report to COAG it reported some delays in implementation, due in part to a deficiency of 

resources within governments, especially smaller governments, allocated towards 

progressing reforms. The CRC recommended that “all governments will need to 

substantially increase both policy and legislative drafting capabilities if the new and more 

ambitious reform agenda being considered by COAG has any chance of timely and 

successful implementation.”5 

Conclusion 

Australia must continue to implement national infrastructure policies that will support high 

levels of economic growth into the future. 

Greater funding for investment is only one element of the infrastructure requirement in 

Australia. We also need a renewed commitment to policy reforms that will deliver national, 

market-based reforms that will drive productive investment and efficient utilisation. 

                                                 

5 Council of Australian Governments Reform Council, report to COAG, March 2008. 
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Infrastructure Australia has a key role providing advice to government through COAG 

which can drive infrastructure provision and productivity. It can play a critical role in 

championing effective infrastructure planning, national infrastructure markets, uniform 

regulation, market-based pricing, effective financing options and effective competition in 

all infrastructure classes. 

However successful infrastructure reform requires a well-functioning federal system. 

There is an opportunity for all governments to develop and adopt a more comprehensive 

and ambitious reform agenda for infrastructure and make improvements to the 

effectiveness of supporting bureaucratic structures. 

An effective working relationship between our three levels of government and a 

commitment to decision making that serves the national interest is therefore critical to 

success. 

 


