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It is a pleasure to be here today, and I thank the chamber for providing me a second 
occasion to speak as President of the Business Council of Australia. My first address 
was in February last year. Since then, I have had the privilege of leading the 
chamber’s mission to Israel last April. 
 
That experience inspired me in many ways. It showed me what a nation can do if it 
makes the most of its strongest competitive advantages – in Israel’s case, its human 
capital. 
 
My speech here 20 months ago was about Australia’s opportunities and the policies 
needed to fulfil our great national potential. Since then, the need for clear-sighted 
leadership on economic policy has become even more pressing.  
 
Twenty months ago my principal concern about our economy was looming capacity 
constraints. Today we are grappling with a much more uncertain global environment 
and the realities of a multi-speed economy. 
 
In February 2010, we fully expected that demand from China and elsewhere in Asia 
would underpin the vitality of our resources sector. That expectation was well 
founded. Exports to China alone have since grown by almost 50 per cent to 
$70 billion. 
 
Back then, one Australian dollar bought 88 US cents. It has since reached a high of 
a dollar ten. Exchange rates are volatile but the persistent strength of the Australian 
dollar has major implications for us all. 
 
GDP growth continues to be driven by business investment but while mining-related 
investment is booming (projected to grow by 70 percent in 2011–12), investment in 
all non-mining sectors combined is projected to decline by 8 per cent this year. 
 
And today many countries are grappling with sovereign debt crises and deep-seated 
fiscal challenges. This drama is fuelling heightened volatility across financial 
markets. 
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Twenty months ago I stressed the need to improve Australia’s productive capacity 
and our productivity performance. Today, we have widespread agreement that 
productivity growth is fundamental to improving living standards, but no agreement 
about the reasons for our flatlined productivity or what to do about it. 
 
So, since I last addressed the chamber, the policy choices I spoke about then have 
become clearer and more compelling. As I see it, Australia is faced with a choice 
between two alternative paths, a choice that will determine our economic trajectory 
for the next decade and perhaps much longer.  
 
One path is the path of complacency. I share the sense of many Australians that this 
is the path we are now on. The commodities boom has made it possible to paper 
over weaknesses in our economic policy settings and to delay decisions that must 
ultimately be made.  
 
Australians would, I believe, feel more confident if we were on a better path. A path 
that would make our economy more resilient in the face of international headwinds. 
 
At last week’s jobs forum, the Prime Minister called for a more “sophisticated 
conversation” about productivity. I want to respond to the challenge today.  
 
This afternoon, I want to paint a picture of the two paths – the complacency path and 
the productivity path – to dramatise the choice Australia now faces – a choice we will 
make, either by decision or by default, over the next year or two. 
 
I will outline the Business Council of Australia’s productivity agenda and call for a 
new compact between business and government which recognises that business 
must be viewed as a partner with the government and the community in realising 
Australia’s potential.  
 

A choice of two pathways 

The Australian economy is blessed with many sound fundamentals, envied by many 
other developed countries.  
 
Our unemployment rate, though edging up in the September quarter, remains 
comparatively low. Our terms of trade remain strong. Our commodities are in great 
demand.  
 
We continue to enjoy the benefit of past reforms that created a relatively open and 
competitive economy. And we have the “advantage of adjacency” as The Economist 
magazine nicely termed it, noting our happy proximity to Asian growth economies. 
 
But we cannot take these advantages for granted.  
 
A path of complacency is one that will lead us over the next 20 years to lower growth 
and inability to fund high-quality services from government. 
 
With an ageing population, and fewer workers each year supporting every retiree, we 
run the risk of becoming a country forever playing catch-up on social and economic 
infrastructure. 
 



Productivity or Complacency: Which Path for Australia’s Future? Graham Bradley AM 
Address to the Australia–Israel Chamber of Commerce 12 October 2011 

 3 

Unless we take steps now we risk seeing thousands of higher value-adding jobs drift 
overseas and our economy become less adaptable, less diversified, less resilient. 
 
This is the path to mediocre growth and declining opportunity. It is the path European 
democracies chose a decade ago. 
 
It is not the path our children will thank us for taking. If we allow ourselves to be 
captives to complacency, the next generation will rightly say we missed a unique 
opportunity for a more prosperous future.  
 
The alternative path, paved by a comprehensive reform plan, is one that will 
encourage our most competitive industries to grow by providing a supportive 
regulatory and taxation environment. It is a path that will see our resources 
industries, our agricultural industries, our educational services industries remain 
acknowledged global leaders, and our professional and financial services firms 
successful regional leaders.  
 
It is a path that embraces population growth and plans for it properly, marshalling 
national savings through private investments to deliver world-class transport, 
logistics, energy and social infrastructure.  
 
It leads to a nation where employers and employees strike adult agreements with 
each other to embrace new technology, improve productivity and share the benefits. 
A nation that can afford to invest a higher proportion of revenues in research and 
development, and to support education institutions to attract and retain talented 
people of world stature.  
 
This path sees us sustaining a strong economy underpinned by ongoing productivity 
growth.  
 
Our national conversation about productivity must come to grips, honestly, with the 
multiple factors that have contributed to the fall in our national productivity growth. 
 
Like many economic concepts, we need to be careful about how we define 
productivity and interpret the relevant economic data. 
 
Broadly, productivity can be defined as the efficiency with which an economy 
transforms inputs into outputs. It is an important indicator of economic progress. It is, 
however, difficult to construct perfect measures of productivity for a national 
economy.  
 
Productivity growth can be cyclical in nature because there are lags between 
employment growth, investment and increased production. The sheer size of 
planned investments in our resources sectors is bound to have a positive effect on 
Australia’s future productivity, but few economists view this as justifying 
complacency. The Australian Bureau of Statistics measure of our multifactor 
productivity has been negative for each of the last six years – an unprecedented 
period of negative growth. This cannot be ignored. 
 
The Productivity Commission recently pointed out that there are many parts to the 
productivity puzzle, but the commission and most economists agree that a key 
influencer of productivity is a business-supportive regulatory and tax environment. 
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Today, I will focus on four policy ‘pillars’ where government action decisively 
influences underlying productivity: 
 
• tax policy 
• labour market flexibility 
• infrastructure delivery 
• better regulation. 
 
Tax policy 
 
The BCA took to last week’s tax forum a compelling case for comprehensive reform 
based on new research showing an unfolding fiscal challenge over the next four 
decades. We called for a 10-year plan to overhaul the tax system and, in parallel, 
improve the efficiency of government spending.  
 
Our objective was to put in place an ongoing process to work towards a tax 
environment where there are better incentives for companies and individuals to 
invest in our future. Our current tax arrangements rely too much on many inefficient 
taxes (especially at the state level) and we rely too much on direct taxation of 
personal income and company income. This does not foster or reward productivity. It 
distorts incentives for workforce participation, and penalises thrift, savings, 
employment and investment. This is not what we need to drive a more productive 
economy. 
 
It is also widely recognised that our tax system is too complex and that complexity is 
a drag on productivity. 
 
Comprehensive tax reform is best achieved through well-planned, openly 
communicated, gradual adjustment. Which is why we should start now, while our 
terms of trade are in our favour. It is why we called for a 10-year process. 
 
The government’s initial response to the tax forum included some valuable steps, but 
fell short of committing to the kind of plan we need.  
 
The BCA’s submission was recognised as an important scene setter for the forum. It 
framed the debate on two fundamental questions: 
 
• How do we raise enough revenue to support the essential social safety net?  
• And how do we do this in a way that allows the size of the overall economic pie 

to grow?  
 
Getting this balance right is important because a strong, productive economy will do 
much of the heavy lifting to meet the longer-term fiscal challenge unfolding for 
Australia over coming decades. The best way to strengthen the economy is through 
investment, and the best way to attract more investment is to broaden the tax base 
and lower our relatively high corporate tax rate. 
 
A quick aside here: I returned yesterday from a week in the US where businessman 
Herman Cain has all of a sudden emerged as a Republican presidential front-runner, 
largely on the strength of his 9-9-9 tax reform proposals.  
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Cain’s radical plan to turbo-charge the US economy, lift productivity and drive 
entrepreneurship is to cut and flatten income tax and corporate taxes to 9 per cent, 
broadening the tax base but eliminating all deductions, eliminate payroll taxes and 
introduce a broad-based 9 per cent federal sales tax. This plan would make the USA 
the lowest personal and company tax country in the first or second world. 
 
Of course, the proposal is radical and probably won’t happen. But it will set the terms 
of debate on economic rejuvenation in the looming US presidential election year. 
 
We need to be mindful that beleaguered economies like the US could decide to 
throw the lever sharply in this direction and catch us out. What the Cain proposal 
really demonstrates is that there are fundamentally different ways to think about how 
to raise government revenues, stimulate the economy and tax businesses that 
should be considered.  
 
While the tax forum heard varying opinions about the impact of cutting company tax 
rates, both Ken Henry and parts of the trade union movement have acknowledged 
that the economic impact of corporate tax ultimately falls more heavily on workers (in 
lower incomes) than it falls on shareholders. 
 
The business tax working group announced by the Treasurer will be an opportunity 
to consider the right balance over the medium to long term. But it must be seen as 
part of a broad plan. As does the urgent state tax reform advocated by state 
treasurers. 
 
Let’s hope that when the federal parliament debates tax reform, our parliamentarians 
do not squander the emerging reform momentum.  
 

Labour market flexibility  

Next, I want to turn to productivity in the labour market, an area of particular 
significance to the productivity agenda and to BCA members. Of course, the myth is 
that when business leaders talk about productivity growth what they really want is 
employees to work longer hours for lower wages.  
 
I want to dispel that myth and look at three aspects of labour market reform: skills, 
access and flexibility. 
 
A well-functioning labour market that supports productivity and allows companies to 
remain competitive relies on three things: 
 
• flexible and responsive training institutions to ensure the workforce is equipped 

with the right skills to meet changing industry needs 
• efficient movement of workers between sectors and regions 
• high-performing workplaces, fostered by direct, mutually respectful engagement 

between employers and employees. 
 
Our journey down the productivity path has to start with long-term plans to prepare a 
pipeline of capability to meet our future skills needs. This means speeding up efforts 
to reform training models to make sure that the talent pool of the future matches the 
jobs of the future.  
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This takes me back to my experiences in Israel and the theme of building our 
national store of human capital – starting right back in the school years – with more 
emphasis on maths and science to satisfy the future requirement for engineers and 
project managers, computer professionals and health professionals.  
 
More immediately, however, Australia has a pipeline of major resources sector 
projects, hugely important for our economic prospects, but skills shortages are 
shaping up as a serious show stopper in the delivery of these projects. 
 
The Business Council of Australia has been actively encouraging government to 
boost workforce participation for as many people as possible – older Australians, 
Indigenous Australians, long-term unemployed and other groups who are currently 
under-represented in the labour force.  
 
Let’s all be clear, however, that no matter how successful this worthwhile effort may 
be, it will not fill Australia’s requirements for labour and skills. 
 
We also need to be removing barriers to the mobility of skilled technical and 
tradespeople across state borders by progressing national occupational licensing 
reforms for key trades and reducing the costs of relocations.  
 
We need to mobilise skills training initiatives so that people can up-skill to gain the 
necessary accreditation. We are talking about highly specialised skills supplied by a 
highly globalised labour force.  
 
We also need our immigration system to facilitate the flow of skills into Australia 
where we don’t have enough of our own. Our first priority is to maximise the 
participation and productivity of our own citizens. But we will also need to maintain a 
strong skilled migration program, including flexibility to employ workers under 
temporary skilled migration arrangements. 
 
In short, we need labour policies to ensure we have the skills, the incentives, the 
mobility and the flexibility to transition our economy successfully.  
 
What we are asking for is a system that supports the kind of flexibility that saved jobs 
and businesses during the global financial crisis. 
 
The Fair Work Act sought to promote productivity through more collaborative 
relations at the enterprise level. But few employers believe the system has improved 
productivity. 
 
While the regime sought to bring more balance to bargaining between employers 
and employees, skill shortages in critical parts of the economy have created a 
problematic imbalance. The Business Council of Australia and other business groups 
now see the Act as a major barrier to improving productivity.  
 
So we are asking the government to amend the worst aspects of the Fair Work Act 
that have undermined the stated intent of the regime. Prospects for those 
improvements will be enhanced if government, business and unions continue the 
conversation begun at last week’s jobs forum.  
 
As Dow Chemical’s Chief Executive Andrew Liveris argued so persuasively at that 
forum, jobs growth is all about getting the policy settings right to unleash productivity 
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and innovation. That means pulling out all stops to make the economy as diverse 
and competitive as possible.  
 

Infrastructure  

Which brings me to the third pillar of the BCA’s productivity platform – infrastructure. 
Common sense tells us that the provision of efficient infrastructure is a ticket to lifting 
lagging productivity.  
 
Reform is needed to encourage and enable infrastructure development and ensure 
that the right projects are delivered on time and on budget, thereby reinvigorating 
private sector investment.  
 
Effective infrastructure development in Australia won’t happen without close 
cooperation between the public and private sectors.  
 
I speak here of major economic infrastructure projects and also standard 
infrastructure and housing development that sits at the core of every economy. 
 
Research being undertaken for the BCA estimates a pipeline of some $300 billion 
worth of major projects either currently under way in Australia or planned.  
 
The commodities boom has given us a window of opportunity to make these major 
project investments and it is critical that they be delivered quickly, efficiently and in 
the most cost-effective way, before that window closes.  
 
The productivity path would see government adopting a national process that brings 
together and coordinates state and federal planning approvals for major projects. We 
want to see more innovative planning arrangements for complex mega projects so 
there is certainty upfront for projects that may be staged in over 10, 15 or 20 years.  
 
The government has taken some important steps in this area. The right path for 
Australia would see them doing more to address labour shortages by giving effect to 
enterprise migration agreements for the mega projects that offer such enormous 
opportunity at this time.  
 
For everyday developments, a synchronised national approach to fast track small to 
medium scale industrial, commercial and residential developments is long overdue. 
These developments should be deemed compliant and not subject to complex merit 
assessment. They are the pulse of our economy and offer clear social benefits, for 
example in housing affordability. We call on federal, state and local governments to 
work together to achieve this goal. 
 
At the macro level, the Business Council of Australia has been calling for a national 
infrastructure plan with priority given to projects that will lift productivity. An important 
aspect of this is to reinvigorate cities planning to unleash the innovation and 
productivity at the heart of city life. We can no longer afford to confine city planning 
to spatial plans – cities are economic units and need to be planned that way.  
 
And at the micro level, a house in a residential zone should not be the subject of a 
contestable planning system. Residential development is bread-and-butter economic 
development and it should happen with the least possible difficulty and delay. 
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If we could just get urban infrastructure right – housing and small commercial 
developments – the positive impact on national productivity would be substantial. 
 

Better regulation  

And that brings me to the fourth of our interconnected pillars of productivity – better 
regulation.  
 
There is a rightful role for good regulation in our economy but poor and unnecessary 
regulation hampers the natural process of business innovation to boost productivity. 
 
When Gina Reinhart’s Galilee Basin coal project in Queensland recently shipped its 
first tonnes, Ms Rinehart estimated that the project had required something like 
1,800 authorisations and approvals from conception to first shipment. The cost in 
time and delay is borne by all of us. 
 
We have to change the culture in Australia about how we make regulation. 
 
We need to move away from the populist reaction to solve every problem with new, 
costly, time-consuming regulation and instead work towards an approach where we 
solve problems through greater consultation and self-regulation. 
 
This can be done, in part, by promoting a culture that recognises and supports 
business in its own risk management agenda.  
 
For example, most major businesses adopted sophisticated sustainability policies in 
recent years. One of the companies I chair, Stockland, was recently named by the 
Dow Jones Sustainability Index as the most sustainable property company in its 
worldwide survey. We are very proud of this acknowledgement but our commitment 
to the policies that won this award was not driven by compulsion or regulation. It is 
simply good business to operate sustainably. Good for our customers, our 
employees, our business partners and our bottom line. Companies right across 
Australia have done likewise as part of their business strategy, not because of 
regulation. 
 
Governments should also commit to more rigorous cost–benefit and impact 
assessment processes for new regulations – something that would be aided by a 
“hearts and minds” commitment to less rather than more regulation. 
 
We should look again at sunset clauses for major regulatory interventions to ensure 
that regulations remain relevant over time.  
 
 The BCA would like to see the next stage of COAG’s seamless national economy 
reforms focused almost exclusively on productivity. 
 
We need to remove the cluttered agenda that’s overwhelming COAG and producing 
patchy progress. Let us get serious about one national market for business, trades 
and professions. We need to focus on things that go to the heart of productivity – 
planning, zoning and development applications, occupational health and safety, 
trades licensing, among others. 
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Of course, we recognise that pressure for new regulation comes from our leaders’ 
perceptions of community concerns. Our leaders must avoid their instinctive rush to 
regulate. Problems should be more often tackled through genuine consultation with 
business and through incentives rather than through sanctions. 
 

Conclusion 

Am I optimistic that Australia can leave the complacency path and choose the more 
promising path of reform, innovation and productivity? Yes, I am.  
 
Over the past two years as BCA President, I have urged my members, their boards 
and their chairmen to be more willing to speak up on these issues. I believe the 
community expects this of us, and that it is our responsibility to do so.  
 
To confine ourselves to the art of the politically possible is to choose the path of 
complacency. The road to Athens. 
 
Let me close with one clear lesson from the current sovereign debt crisis. Ten years 
ago, most European nations made their choice. They chose the path of least 
resistance – the path of complacency. We now see very clearly where that path 
leads. Australia is at the point of decision where Europe was a decade ago. We need 
not choose the same path. 
 
But I am not naive about this. To choose the productivity path is not the easier 
option. It requires genuine leadership, not only on the part of our political leaders, but 
on the part of business leaders as well. It requires, I believe, a new compact 
between business and government to work together to build common ground with 
the community on the choices that need to be made. 
 
It will be individual businesses, competing in the open market, that make our 
economy more productive and resilient. It’s time for our political leaders to stop 
portraying business as the bad guys, the greedy guys, the big polluters.  
 
The Business Council of Australia wants to engage with governments and 
oppositions, federal and state, and to support the decisions we need to make to 
improve our national productivity.  
 
In my travels as BCA President over the past two years, I have often been told that 
Australia is the envy of the world, not just because of our natural advantages, but 
because of the strength of our democratic institutions, our willingness to embrace 
change and, most of all, for the no-nonsense, pragmatic, “can-do” character of the 
Australian people.  
 
If we are true to ourselves, I have great confidence that together we can choose the 
right path. 
 
Thank you. 
 
[ends] 
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