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Introduction  
 
It is a pleasure to be with you today, and I thank the Australia–Israel Chamber 

for providing the occasion for my first major speech as President of the 

Business Council. I compliment the chamber on the work it does to provide 

forums for the exchange of ideas both through international trade missions 

and events like this. 

 

It is a privilege for me to represent the 113 chief executive members of 

Australia’s leading business organisations. The Business Council has been 

around for 27 years. It has, I believe, made a major contribution to the 

progress of economic reform in Australia – reform which has underpinned our 

national prosperity and the resilience which our economy has demonstrated 

so clearly over the past year. 

 

Australia is emerging in relatively good shape from the global financial crisis. 

The Rudd Government deserves credit for its leadership in maintaining 

confidence in our financial markets and for an effective stimulus package. Our 

natural resource industries also helped us. But it was the policy choices made 
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over the past 30 years, under governments from both sides of politics that 

have been pivotal to Australia’s economic resilience. 

 

I also firmly believe that the quality of Australian business leadership 

contributed to our management of the crisis, a fact that is not widely 

appreciated. 

 

It will be my aim as Business Council President to communicate more widely 

the contribution business makes, not just to our economy, but to our society. 

Business drives the growth and creates the jobs that contribute to the 

wellbeing of all Australians. Too often, the views of the business community 

are wrongly characterised as being narrowly self-interested. The simple fact is 

that what is good for business, and what is good for all Australians, are two 

sides of one coin. They are not in conflict. 

 

This is why the Business Council has a policy agenda that goes beyond 

strictly business-related matters such as tax and regulation. It is why we have 

a larger vision for the future of Australian society – a vision that embraces 

policies to promote better cities, better and more affordable healthcare, more 

effective education, and the need for more Australians to share fully in the 

nation’s prosperity. 

 

The Business Council has, for example, been working closely with our 

members to deliver more job opportunities for Indigenous Australians. Our 

members recognise that they can play a role, alongside government, in 

helping to close the entrenched “opportunity gap” faced by Indigenous 

communities. 
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There is much I could talk about today, but I will focus on three things: 

 

First, why we believe Australia stands presented with an exciting opportunity 

to underwrite our continued prosperity for the next decade.  

 

Second, how we need to secure our existing competitive advantages in order 

to do so. 

 

Third, what new policies we need to embrace, and how the forthcoming 

federal Budget should give momentum to those policies. 

 

Our Opportunity 

 

Australia stands on the threshold of another exciting era of growth – a 

stepping-off point where we can, with the right policy settings, secure 

economic prosperity for a further decade and beyond. 

 

We are now in our 19th consecutive year of GDP growth. It is worth reflecting 

for a moment on how remarkable that achievement has been. It is a record 

that can be matched amongst major world economies by only two countries – 

China and India. 

 

In the past 15 years we have created 2.8 million net new jobs, and raised the 

personal income of the average citizen by almost half, in real terms. The 

benefits of this success have been widely shared across our community – 

more so than most people realise. According to the National Centre for Social 

and Economic Modelling, in the 10 years from 1996 to 2006 the bottom 40 

per cent of full-time workers saw their nominal incomes rise by an average of 

53.5 per cent while the top 40 per cent achieved an average of 59.5 per cent. 

Economic growth has been a rising tide that has lifted most ships. 
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Many Australians under 40 have, until the recent crisis, worked in an 

environment of continuous economic expansion. Many took a strong job 

market for granted, forgetting that in the 10 years to 1993, Australia endured 

levels of industrial dispute, inflation, and unemployment which were 

consistently higher than other developed nations, with unemployment peaking 

at almost 11 per cent in 1993. We cannot afford to slide back to those days. 

 

The “quiet boom” of the past 19 years was the result of an array of sound 

policy reforms by successive governments starting in the 1980s – reforms 

that opened up trade and finance, promoted workplace flexibility, reduced 

personal and corporate income taxes, promoted competition between 

businesses, and underpinned the strength of our financial institutions. 

 

These policies have supported our economy’s recent resilience. We seem 

likely to escape the current developed world recession with no recession at 

all. Australian unemployment remains below 6 per cent at a time when close 

to one in 10 Americans is out of work. 

 

My message here is that our relative success was not due just to luck, or to 

short-term stimulus, or to a resource-hungry China. It also flowed from 

regulatory reforms which enabled our business enterprises to become more 

competitive, flexible and innovative. 

 

As a new decade begins, we are in pole position for the next cycle of world 

economic growth. It is almost impossible not be optimistic about Australia’s 

prospects – and I am certainly very optimistic. But we need to ask: what will it 

take to seize this opportunity? 

 

Securing Our Advantages 
 

First and foremost, we must ensure that we maintain and extend the 

competitive advantages we enjoy today. 
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We cannot take our privileged position for granted. A lucky birthright of 

geography and resource endowments is not enough to guarantee our 

economic prosperity and our quality of life. 

 

We will, for example, face global competition for investment capital and trade, 

and regional competition from the increasingly well-educated and motivated 

populations in the emerging Asian economies. We must maintain the key 

policy pillars that have supported our success to date, and helped us invest in 

new business capacity and new infrastructure. We must also avoid burdening 

our key export industries in ways that will merely cause leakage of jobs and 

investment from Australia to less regulated economies abroad. Our export 

sectors will continue to be critical for our future jobs and prosperity – a reality 

which should not be ignored or taken for granted. 

 

Australia has another advantage that we often overlook. We are a growing 

nation with a successful and stable democracy … a tolerant, diverse yet 

socially cohesive nation. With the benefit of continued economic growth, we 

can be a better custodian of our environment than we have been for much of 

our history, and we can continue to welcome newcomers who are willing to 

contribute to our community and our economy. 

 

I, for one, see great benefit in the prospect – set out in the Intergenerational 

Report – of an Australia with 35 million citizens by 2050. This forecast is to be 

welcomed. It represents realistic and manageable growth, in line with but not 

exceeding the rate of growth of our population through the 20th century. And 

Australia’s potential to grow will not be exhausted by mid-century. But we 

must prepare for our growing population more wisely, and I will say more 

about that in a moment. 
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From our strong position today, the Business Council believes that a critical 

next step to sustainable growth is for the federal government to articulate a 

convincing plan to put the Budget back into surplus quickly, through 

expenditure control and not through higher taxation. After the necessary 

period of deficit budgeting, Australia’s fiscal position must return to 

sustainable settings as soon as possible. This will require discipline and 

difficult decisions by government. 

 

In the two years to June 2010, Commonwealth spending as a per cent of 

Australia’s gross domestic product will have risen from 24 per cent to an 

estimated 27.8 per cent. That means that total spending by the 

Commonwealth Government will have increased by $67 billion compared with 

an increase in total GDP of only $85 billion. To bring the Budget back to 

surplus, the government must set out a cogent plan, going beyond 2010/11 

when much of the temporary stimulus unwinds, to cap real growth in spending 

at the promised two per cent. The government must also show how it will 

contain growth in its largest spending programs to ensure the sustainability of 

this two per cent limit over the long term. 

 

The lessons of history are clear. It is not how quickly a country goes into 

deficit that matters, but how quickly it comes out of deficit. After an economic 

downturn, deficits tend to persist. It is all too easy to become used to them. 

But persistent deficits lead to slower employment growth and slower new 

investment as government borrowing expands to fund growing national debt. 

 

 

Building on Our Advantages  

 

As we quickly reduce our deficits, we must also build on our current 

advantages by embracing continued reforms, which brings me to my next 

point – what further reforms are needed? 
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Prosecuting a meaningful reform agenda is never easy. Reform often has 

widely diffused beneficiaries and very vocal opponents. But more reforms are 

essential. 

 

The five reform priorities which will be the main focus of my first year as 

Business Council President will be the following: 

 

1. Australia needs to create a truly seamless national economy. We must 

harmonise and reduce duplicative, costly and unjustifiably varied business 

regulation across state boundaries. To give but one small example of the 

myriad of such long-overdue reforms – why, in 2010, must a truck 

transporting goods from Melbourne to Brisbane be subject to three 

different state laws in relation to vehicle registration, safe load regulation, 

driver licensing and road taxes?  

 

Burdensome regulatory complexities of this kind must now yield to the 

more important priority of enhancing efficiency and productivity. It is very 

important that all state governments and the Commonwealth get firmly 

behind the reform process through the Council of Australia Governments 

(COAG) and that real progress is made over the next 12 months. 

 

Reforms of this kind are not the stuff of grand vision statements or 

simplistic sound bites. As every business manager knows, improving 

performance requires attention to detail to capture, over time, a myriad of 

small, sometimes incremental, but collectively significant improvements. 

The same is true for the nation’s economy. 
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2. Australia needs to make bold reforms to our tax system. These reforms 

should give us a taxation system that better promotes business 

investment. The government’s reliance on corporate and personal income 

taxes should be reduced. Both inhibit business investment. Also, both 

these taxes decline more during economic downturns compared to 

consumption and property taxes, thus exacerbating budget deficits. Our 

corporate tax rates are now higher than most OECD countries and most of 

our Asian trading partners. We should reduce company tax to ensure that 

Australia is an attractive destination for the foreign capital we need to fully 

develop our resources and our infrastructure. Further, we should not 

increase personal income tax rates. These are now at comparable OECD 

levels. 

 

Another important reform is to reduce tax on dividends and bank interest 

to foster increased national savings, and to make our banks less reliant 

upon, and vulnerable to, overseas borrowings. We also need to remove 

the bias to investments that generate tax-advantaged capital gains rather 

than those that generate income. We would also like to see the elimination 

of many, if not most, of the more than 50 different taxes imposed on 

Australian businesses, mostly by state governments, which are inefficient 

to collect and contribute only one-tenth of the nation’s total tax revenues. 

We support radical simplification of our tax system. 

 

We believe that if the option of increasing the Goods and Services Tax is 

ignored, future governments will not be able to achieve the simplification 

and redirection of the tax system which we need. 
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The Business Council would like to see the government continue to 

address the sustainability of our tax system and fiscal position over the 

long term, as a higher proportion of Australians become retired rather than 

working contributors. Last year’s proposal to increase the qualifying age 

for the aged pension to 67 years is a step in the right direction. We 

strongly support other initiatives to encourage skilled workers to remain in 

the workforce longer.  

 

3. Australia needs to address our serious infrastructure constraints. These 

policies should focus on harnessing private sector investment and, where 

appropriate, government co-investment in new productive infrastructure. 

Importantly, governments must show willingness to charge users the full 

economic costs of infrastructure by charging commercial rates. This will 

help manage demand for such things as congested road space, and urban 

and rural water. We must be willing to remove politically-driven constraints 

on rational economic pricing of retail electricity, water and transport.  

 

I mentioned earlier the challenge of a growing population and the stresses 

which it may cause without wise and coordinated planning. The Business 

Council welcomes the federal government’s initiative to demand better 

urban planning from state governments. This is an essential complement 

to the improved national planning we need for water, power, port, rail and 

road infrastructure. We lack few resources in Australia – even water – we 

simply lack the necessary infrastructure. 

 

Given necessary spending constraints the challenge for government will 

be to maximise the improvement and optimal use of Australia’s productive 

infrastructure by getting better value for money. This requires that 

infrastructure spending decisions by government – which we continue to 

support – are taken within the context of a robust, transparent and long-

term assessment of our infrastructure needs. Infrastructure investment 
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options must be transparently evaluated and prioritised. And policies must 

promote greater private sector involvement in infrastructure development.  

 

4. Australia needs to secure the future affordability of our health care system. 

New policies must be embraced to ensure that our hospitals and other 

service providers deliver better value for money. Better preventative health 

programs, better patient education and greater responsibility by individuals 

for their own health will reduce demand for health services. And our health 

facilities and ways of delivery need to better match the changing needs of 

an ageing population. 

 

The Business Council sees health policy as a critical area for 

microeconomic reform. That is because better health helps employees 

lead more fulfilled and more productive lives. It is also because Australia 

confronts the reality that uncontrolled expansion of government health 

spending will cripple our ability to balance the Budget and provide other 

needed services.  

 

5. Australia needs to ensure access for all Australians to affordable, quality 

education. We need to improve the quality of education at schools and 

tertiary levels by emphasising teaching quality, measurable outcomes, 

empowered parents and principals, improved governance and more 

business-like management of our educational assets and budgets. Some 

of these reforms at the schools level have already begun. In recent weeks 

the ‘My School’ website has given Australians a glimpse of what a more 

accountable education system might look like. School performance is 

suddenly being scrutinised as never before. Reforms like this will make a 

real difference. They must be pursued with real commitment in the face of 

inevitable opposition from those who fear the accountability that comes 

with performance measurement. 
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These five areas – the seamless economy, tax reform, improved 

infrastructure, more affordable health care and better quality education – are 

all critical to our future economic and social prosperity. They will be our 

priorities in 2010. 

 

I should also comment today on one further major concern for the Business 

Council over recent years – Australia’s approach to emissions reduction. 

 

The Business Council remains committed to ensuring that whatever action 

Australia ultimately takes to mandate emissions reductions is achieved at 

least cost to the economy and in a way that does not unnecessarily 

disadvantage Australian industry, in the absence of a global price on carbon. 

 

We will continue to consult with both sides of politics to ensure that workable 

policies are put in place to transition Australia to a lower emissions economy.  

 

Workable policies must achieve emissions reductions while meeting four key 

conditions. They must be at least cost to the economy; use market-based 

mechanisms wherever possible; maintain the reliability and viability of our 

domestic electricity industry; and maintain the competitiveness of our trade-

exposed and export industries. 

 

Given lack of progress at Copenhagen towards a global agreement, there is a 

need now to calibrate Australia’s emissions targets in line with other 

international responses. The government should not lift our target beyond 

minus 5 per cent over 2000 levels – a target that already requires a stretching 

reduction of 25 per cent per capita by 2020 – before we have clear and 

credible commitments, and actions, from both developed and developing 

countries that are verifiable and monitored. 
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Conclusion 

 
In summary, the May Budget will be framed against the significant challenges 

of navigating our economic recovery. We must quickly eliminate the budget 

deficit generated by the short-term response to the financial crisis. At the 

same time, we are emerging from the downturn with relatively less spare 

capacity than is normal following a recession, with continuing skills shortages 

and with continuing infrastructure constraints, and so we face the challenge of 

inflation and interest rate pressures. 

 

The Business Council supports the government’s commitment to a 2 per cent 

real spending cap. This is good policy. It also makes for hard decisions. The 

government will need to manage expenditure in its biggest programs 

carefully, through measures such as tightening eligibility requirements and 

means testing. 

 

The pick-up in our economy offers the opportunity to reassess stimulus funds 

not yet spent such as those for the home insulation and schools building 

programs. All stimulatory programs that do not create income-generating 

infrastructure should now be reassessed against competing spending 

requirements through rigorous cost/benefit analysis. 

 

Strong productivity growth is the right prescription for Australia. The Prime 

Minister rightly acknowledged this goal in his Australia Day Address. With the 

right policy settings, and steadfast attention to the unglamorous but vital job of 

removing regulatory inefficiencies, the Business Council believes Australia 

will be well placed to accelerate our productivity growth. The result can be a 

new decade of prosperity for all Australians – with more jobs, higher incomes 

and a better retirement. With the right policies, the prosperity we can produce 

can also be better shared by everyone. That prosperity can provide the 

resources we need to reinvest in better quality health, better quality education 

and better infrastructure to manage the challenge of population growth and 
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demographic ageing, while maintaining a cohesive, fair and compassionate 

society. 

 

Indeed, we have the opportunity to achieve the Business Council’s aspiration 

to make Australia the best place in the world to live, learn, work and do 

business. 

 

With the right settings, Australian business will create the jobs and make the 

investments needed to realise our full potential. Australia’s prospects are 

bright, the necessary direction of policy is clear, and the opportunity is ours to 

seize.  

 

Thank you 
 

 


