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Almost 10 years ago in July 2000, the Reserve Bank’s annual conference had as its 
theme the Australian economy in the 1990s. Speaking at the conference dinner, 
Paul Kelly commented that while economic reform had been seen to have delivered 
more prosperity, it had also delivered greater inequality. He said that economic and 
social policy needed to be better integrated in order to sustain electoral support for 
market-based economics and that the task for economic reformers is to explain how 
their policies will lead to a better society, not just a better economy. 

It’s instructive to consider how we’ve fared over the 10 years that have elapsed since 
Paul Kelly delivered those remarks. Australia’s population has increased by three 
million people from 19 million to 22 million; the size of the economy has grown by 
over 33 per cent; more than two million new jobs have been created; and Australia’s 
unemployment rate has fallen from 6.1 per cent to 5.1 per cent. 

The price of houses in Australia has continued to rise over the period by more than 
10 per cent per year. The average annual wage in Australia (on an ordinary time 
earnings basis) has increased from $40,700 to $64,700, while the minimum wage 
has increased from $400 per week to $570 per week today (or from $20,800 to 
$29,700 on an annual basis). To be sure, the minimum wage has grown faster than 
inflation, but as a percentage of the average wage it has fallen from 51.3 per cent 
in 2000 to 45.9 per cent today. 

In terms of material living standards, we find that over the past 10 years 
real GDP per capita in Australia has increased from $47,750 to $54,975. 

Others at this conference will have more to say about income distribution, but at a 
high level, according to Australian Bureau of Statistics estimates, Australia’s growth 
in real incomes over the past decade has been accompanied by a marginal increase 
in income inequality. The ABS estimates that the Gini coefficient has risen from 
0.31 in 2000 to an estimated 0.33 in 2007–08. 

In an international context Australia is right on the OECD average in terms of 
estimated income distribution – we have a more equal income distribution than is the 
case in the United States, Japan and the United Kingdom, but a less equal 
distribution than the Netherlands and Sweden. The OECD figures also demonstrate 
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the role that the tax and transfer system plays in redistributing income – as of the 
mid-2000s the OECD estimates that Australia’s Gini coefficient was 0.46 before 
taxes and transfers and 0.30 after taking account of them. 

Notwithstanding what are generally good headline indicators for the economy 
overall, concerns continue to persist by many about the quality of life in Australia. 

Recent research commissioned by the BCA on the economic and social aspirations 
of Australians confirmed the existence of this modern paradox. While most people 
think that the economy was improving and that a strong economy is important to 
Australia, they did not necessarily see stronger growth contributing to their quality of 
life or financial security. 

Key sentiments picked up were that while material standards of living are assessed 
to be higher now, the gap between rich and poor was perceived to have become 
worse; our emotional wellbeing was perceived to be lower, and the percentage of 
people being left behind socially was perceived to have risen. 

People identified significant concerns about the adequacy of superannuation, cost of 
living, housing affordability (for them and their children), availability of jobs, and 
work–life balance. In terms of community perceptions of the national interest, health 
was seen as the most important issue facing Australia today, followed by the 
economy. Amongst older people the touchstone issues were, in order, health, water 
shortages and immigration, while for younger people the issues were jobs, housing 
affordability, education and skills training. 

Another feature of the analysis commissioned was a strong sense that economic 
growth benefits CEOs, senior executives, larger corporations and shareholders more 
than the rest of the community. But again, paradoxically there is very little 
‘shareholder’ identification among people despite the widespread coverage of 
superannuation in Australia. While some 71 per cent of the population aged 
15 and over have superannuation coverage of some sort, only 32 per cent 
recognised themselves as currently owning shares. 

More optimistically, one key result from this analysis was a very strong sense from 
people that economic and social aspirations can and should be pursued together. 
People do seem to realise that economic growth provides the capacity to deal with 
wider issues – they just don’t think that this has been achieved successfully to date 
or in a way that is relevant to their lives. 

The question for business and for business leaders in Australia is what can or should 
they do about this. 

The arguments around the limits to business responsibility are well known. On the 
one hand there is a view that the only social responsibility of a business is to 
increase profits and in doing so pay its taxes and reward its employees. 

There is also a counter view – such as that put forward by the British business writer 
Charles Handy – that “more and more far-sighted companies are putting the 
customers and their employees at the top of their list of priorities, followed by their 
obligations to society. These companies recognise that their [shareholders] are due 
a fair return on their investments and assure them that if the other priorities are met 
that return is likely to be good.” 
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Obviously CEOs across Australia will have differing personal views as to which of 
these approaches is more appropriate. But rather than engage in this debate, given 
the perceptions of our citizens around quality-of-life issues, what really matters is the 
separate but related question of how businesses can better connect with the national 
interest. 

In recent weeks the Business Council of Australia has outlined a ‘building-blocks’ 
approach that might be put into practice to deliver social prosperity and a better 
quality of life in Australia. 

The first block recognises the centrality of economic growth as the foundation on 
which to build improved living standards. 

Treasury’s own wellbeing framework recognises that the traditional focus on 
improving living standards through economic growth still constitutes a substantial 
portion of the aspiration to expand peoples’ consumption possibilities. 

The Chairman of the Productivity Commission has also recently emphasised the 
point that “although wellbeing has many dimensions, per capita income growth and 
its distribution have proven central to families’ current and future consumption and 
the ability of government to fund social services and support creative endeavours.” 

In coming at economic growth, the ‘three Ps’ framework articulated by Treasury 
around population, participation and productivity provides a good starting basis. In 
the long term, the economic growth we achieve will reflect the combined impact of 
productivity growth, employment growth and changes in hours worked. 

For convenience the formula for the first building block for delivering prosperity is 
condensed as follows: 

Population + Productivity = Economic Growth 

Business has a key role to play here. Raising overall productivity depends on the 
productive performance of individual firms and organisations and will be influenced 
by policies directed at improving incentives, improving flexibility and improving 
capabilities. 

Policies that are conducive to enhancing the capabilities of firms include those 
directed towards the education and skills training of their workers and potential 
workers, skilled migration, and infrastructure. Reforms to the health system should 
also be seen as having the potential to enhance capabilities to the extent they 
facilitate a healthier workforce. 

From a commercial perspective there are significant costs to business if key issues 
around participation are not addressed. Costs result from long-term unemployment 
and entrenched disadvantage. An ageing population will open up large and costly 
gaps in the labour force. There are also significant economic costs associated with a 
lack of education and job skills among many young Australians. The OECD recently 
estimated that some 7½ per cent of Australians aged 15 to 19 are either not in 
education or employment. This represents an unacceptable waste of talent. 
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The next stage of the BCA’s high-level formula for delivering prosperity recognises 
the need to combine economic growth with work and community participation to 
deliver community prosperity. 

Economic Growth + Workforce & Community Participation 
= Community Prosperity 

This aspect of the formula recognises that in addition to participation having a 
significant economic dimension, it also has a much wider community application. 
Workforce and community participation are essential dimensions to a wellbeing 
framework more broadly.  

The Stiglitz Commission on the Measurement of Economic Performance and Social 
Progress highlighted the multi-dimensional nature of wellbeing. Peoples’ wellbeing 
depends on “what they do and what they can do, how they feel and the natural 
environment in which they live … In effect, what really matters are the capabilities of 
people – that is the extent of their opportunity set and of their freedom to choose 
among this set the life they value.” 

In this regard the commission highlighted several essential points around the wider 
importance of workforce and community participation: “Paid work matters for quality 
of life because it provides identity to people and opportunities to socialise with others 
… Education also matters for quality of life independently of its effects on people’s 
earnings and productivity … Better educated people typically have better health 
status, lower unemployment, more social connections and greater engagement in 
civic and political life.” 

Having established the underpinnings of an approach to attaining community 
prosperity there remains a final dimension to the building blocks approach – and that 
is of course the need to ensure that wellbeing is sustained over time. 

Community Prosperity + Valuing Our Environment = Quality of Life 

Again, the Stiglitz Commission notes the important distinction between current 
wellbeing and sustainability. Whether levels of wellbeing can be sustained over time 
depends on “whether stocks of capital that matter for our lives (natural, physical, 
human and social) are passed on ... [so that] our children or grandchildren will face 
opportunities at least equivalent to the ones we have had.” 

Shared prosperity has to afford confidence for people and businesses to value and 
invest in the environment. 

The three-stage building blocks approach that has been formulated does risk over-
simplifying the problem – but it is intended to get across some key messages from 
the BCA. 

If we as a nation maintain a growing population, and encourage fuller and productive 
participation in the workforce and in the community and have the support of good 
quality health, education and infrastructure systems, we will go a long way to building 
a sense of shared prosperity. 
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In outlining a high-level formula for delivering community prosperity and a better 
quality of life, we should be mindful that significant overlap exists between issues of 
business interest and issues of national interest. 

The key area of overlap is around the issue of participation – participation matters for 
economic growth and it matters for social inclusion. Recognising this, a focus looking 
forward needs to be very much about what business can do to raise social 
participation in Australia. 

The BCA’s agenda is currently broader than many people perceive and it does 
address many of the issues that are important both to quality of life and economic 
success, including education, health and infrastructure. 

Business cannot substitute the role of governments in the provision of social welfare, 
but business can make a difference by selectively using its resources, people and 
skills in adding value to community organisations. Business can and should aspire to 
building a better Australia in which to live, learn, work and do business. 

Business will better connect with the national interest by engaging on improving both 
the level of participation in education and training and the quality of the outcomes. 
Business will connect with the national interest by continuing to create work 
opportunities. Business will connect if it engages on infrastructure planning and 
development and business will connect with the national interest by engaging on 
health and healthcare reform. 

As a final word, it is important that we don’t lose sight of the fundamental importance 
of generating wealth. It is only once wealth has been created that it can be 
distributed. 

Benjamin Friedman in his terrific book The Moral Consequences of Economic 
Growth suggests that “Economic growth more often than not fosters greater 
opportunity, tolerance of diversity, social mobility, commitment to fairness and 
dedication to democracy. … [But] economic progress needs to be broadly based if it 
is to foster social and political progress. That progress requires the positive 
experience of a sufficiently broad cross-section of a country’s population to shape 
the national mood and direction.” 

I commend the organisers of this conference – and its participants – for their interest 
in helping to shape the debate about the society we want. We look forward to 
working with you in the spirit of progress and with a desire to do better. 
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