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Introduction 

Thank you to Brian Howe and the COAG Reform Council for inviting me here to be 
part of this second workshop. 
 
The Business Council of Australia sees this as a progressive, valuable and 
challenging series of gatherings aimed at continuous improvement in the way key 
sectors work together. 
 
This second workshop goes to the heart of what the BCA is about. That is, making 
Australia the best place in the world to live, learn, work and do business. 
 
It’s no pipe dream. It’s a realistic assessment of what we can be if we grasp our 
opportunities and tackle challenges with confidence. 
 
My job this morning is to set you on your way to make the most of the two days in 
front of you. It’s a terrific opportunity you’ve each been given and I urge you to use it 
to open your ears and your minds to new ways of thinking and doing. 
 
As I say, this is right up our alley at the BCA. Our members are the chief executives 
of 100 of Australia’s largest and most successful businesses. 
 
Through the BCA, they apply their experience in creative, progressive problem-
solving to develop, explain and promote policies for achieving economic, social and 
environmental goals that will benefit Australians now and into the future. 
 
The successful growth of our cities is essential to achieving that vision. 
 
I don’t think I need to persuade any of you – whether you represent the public or the 
private sector – that the effective development of Australia’s cities won’t happen 
without close, mutually respectful cooperation between the two. 
 
In many respects, how we plan our cities and how we deliver public and private 
infrastructure is the ultimate challenge and opportunity to create shared value. 
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I’ve worked at senior levels of both sectors and I can tell you that what I see now is a 
long way from that. Which, I guess, is why we’re all here today and why we have our 
work cut out for us. 
 
What I see is a vicious cycle whereby the current approach to rules and processes 
and decisions in the planning and infrastructure systems across Australia dampens 
the imagination and confidence of both the private sector and the wider community. 
 
I want to use my time with you here this morning to give you more of a sense of why 
we view the development of Australian cities as so important and the role the private 
sector can play. 
 
I will give you my impression of what’s standing in the way of that happening 
effectively and how the two sectors might work together to shift it. 
 
And I’ll plant some ideas and some questions for us to talk about at the end of my 
presentation. These may offer some food for thought through the rest of the 
workshop. 
 
Questions such as: 
• How can government and industry work together to unleash the potential of 

Australian cities? 
• What is government’s role in shaping and delivering on that vision, and where 

should it be enabling business to do what business does best? 
 

The importance of cities 

So let me start with the importance of cities. Cities are important for three key 
reasons: 
 
• they are our economic hub and will drive our competitiveness 
• they provide the ticket to economic diversification Australia needs, and 
• they are central to driving productivity growth. 

 
In addition to those three reasons they are of course where most of us live and enjoy 
the benefits of services, culture and job opportunities. 

Australian cities consistently rank well in a range of international comparisons. With 
our population projected to grow by around 60 per cent by 2050, they will become 
home to more people and play a central role in Australia’s future economic and 
social development. 
 
Today, 75 per cent of Australia’s population lives in a city and cities account for an 
estimated 80 per cent of GDP. 
 
Of Australia’s projected population of 36 million in 2050, Sydney and Melbourne will 
account for 7m each. Brisbane will grow from 2m to 4m and Perth from to 1.5m to 
something like 3m. 
 
As we confront the challenges of a two-speed economy, it is increasingly apparent 
that Australia’s economy into the future will depend on thriving and productive cities. 
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We need to ensure that the way we grow our cities banks the benefits of the mining 
boom and creates long-term economic growth and diversification of the economy.  
Let me put that into context. 
 
The wealth being created in the manufacturing, transport, healthcare and financial 
services sectors is well down, and the high dollar is posing real challenges for 
businesses with an export exposure. 
 
If we are looking for the economic context in which this CRC workshop is taking 
place, no figure highlights Australia’s two-speed economy better than business 
investment expectations (as measured by the ABS Capital Expenditure survey).   
 
While overall business investment is expected to increase by 12.4 per cent this year 
compared with last year, mining sector investment is expected to grow by 
62 per cent, but the combined investment in all of the non-mining related sectors is 
expected to fall by 23 per cent. 
 
A cities agenda is important because new regionally based energy and resources 
facilities will require value-added services from education, professional engineering, 
financial institutions and internal management, among many others. Manufacturing 
capital inputs will largely occur in our cities. 
 
This greater economic reliance on the energy and resources sector will require cities 
to adapt. 
 
One of the BCA’s member companies, Rio Tinto, offers a good example of this. 
 
Rio’s Operations Centre in Perth is the primary control centre for the company’s 
network of mines, rail systems, infrastructure facilities and port operations in the 
Pilbara. 
 
It allows Rio to retain staff by offering a city-based workplace where they can 
perform very high value-added services including remote-operated drill and blasting, 
and train loading functions. 
 
If we look beyond the resources boom, demand for Australian education, health, 
professional, financial and tourism and entertainment services will soar from an 
estimated market of 3 billion-plus middle-class consumers in the Asia–Pacific region. 
 
Most of it will come from our urban centres, that is, if we have effectively developed 
them. 
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Productivity 

Cities are also vital for driving the productivity agenda. 
 
With our cities continuing to be central to economic performance, how they develop 
will be critical to us lifting our lagging productivity performance which, over the past 
year, has fallen by 0.6 per cent. 
 
Here is just one snapshot of the cost of congestion. It’s choking our cities but it’s also 
choking our economy. 
 
Productivity growth can occur through realising the benefits of agglomeration 
economies while minimising the costs of congestion. 
 
Agglomeration economies arise from the greater concentration of firms and the 
deeper pool of workers in cities which promotes the sharing of knowledge and 
expertise. 
 
The long-term challenge we face is to grow our cities in a way that allows them to 
deliver on aspirations that only a strong economy can afford us. And we need to be 
mindful to protect and enhance people’s quality of life and our environmental assets 
along the way. 
 
The urban challenge for Australia is significant. 
 
New dwellings will be needed – by 2030, some 6 million. Road congestion will need 
to be addressed. 
 
The infrastructure backlog, estimated at up to $770b, includes a whole range of 
projects needed to improve freight and public transport services in our cities – new 
rail lines, intermodal exchanges and the completion of major road networks. 
 
The question is, are we up to making some of the fundamental changes to the way 
we plan and manage our cities to meet those challenges. 
 
So, to sum up the importance of cities and pose a couple of related questions to join 
the list for later: 
• Cities hold the key to both servicing and tackling our two-speed or patchwork 

economy.  
• We need them to drive innovation and industries, and we need them to be good 

places for a growing number of Australians to live.  
• But where is the cities agenda within the Australian Government’s broader 

economic and productivity strategy? 
• Projected population growth for Sydney and Melbourne highlights the importance 

of these two global cities and poses significant opportunities and challenges.  
• While a bit of rivalry between the two cities can be healthy, how do we encourage 

greater cooperation that recognises our real competitors are actually in 
Hong Kong and Singapore? 
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New investment: role of the private sector 
 
Let me turn to the role of the private sector in driving liveability, competitiveness and 
prosperity in our cities. 
 
BCA members are increasingly conscious of the opportunities Australia has in the 
region. However, many of them are doubtful about our capacity to seize them. 
 
The lack of confidence from major players in the corporate world is a real problem 
when you consider that, in Australia, around 80 per cent of capital investment is 
undertaken by the private sector. 
 
While public investment is largely directed into state-owned public utilities and public 
housing and infrastructure, private investment encompasses dwellings, plant and 
equipment as well as intangible business assets like software development and 
R&D.   
 
Of course the private sector delivers most of the public infrastructure funded by 
government. 
 
Delivering a strategic vision for cities can only be achieved if the private sector has 
confidence and if it is given the latitude to do what it does best in terms of innovation, 
investment in the future, creative problem solving and responding to consumer need. 
 
Let’s cut to the chase here because it’s the nub of what you are here to talk about 
over these two days. 
 
Supported with appropriate information, settings and incentives, government can 
create the conditions to unleash the kind of private sector participation and 
investment that characterises what cities are supposed to be all about. 

New policy approaches needed to facilitate and support private investment 

But you can’t unleash that innovation, that investment in our current settings. That 
brings me to the central aspect of my presentation: 
 
What are the main impediments that are undermining private sector participation in 
cities development and how might we turn these around?  
 
This is where I can speak from the vantage point of my current role at the BCA and 
also draw from many years experience in the public sector.  
 
I can summarise the impediments in less than 30 seconds and by revisiting my 
earlier observation about the vicious cycle of underperformance in growing 
Australian cities: 

• Inadequate leadership and clarity of strategy in government planning of our 
cities. 

• Lack of certainty and the fact that everything takes so long. 
• Historical under-investment by government and lack of long term fiscal planning 

to meet the needs of a growing economy. That under-investment has hampered 
private sector investment. 

• The high cost of doing business. 
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• Over-reliance on rules and systems that are not based on incentives. 
• Poor understanding of commercial processes. 
 
We seem to be caught up in a vicious cycle or loop. 
 
Communities want decent places to live and work and they want certainty about the 
long-term character of their neighbourhood or suburb. 
 
Business wants a certain investment environment and they want things to happen 
quickly. 
 
Government responds to the community’s concerns by trying to give the community 
confidence through processes and rules. 
 
Business has almost no incentive to outperform so they do what’s necessary. 
 
The community doesn’t like what they see and puts pressure on governments for 
more rules and around it goes. 
 
The solutions, from our perspective at the BCA, fall into four main categories: 

• leadership and long-term strategy 
• institutional clarity and integrity 
• incentives and performance-based systems and rules 
• shared investment and good fiscal planning. 
 
I will talk about each of these in turn. 

Leadership and long term strategy  

Successfully growing our cities requires leadership that gives the community 
confidence that we can properly manage population and economic growth. The kind 
of open, transparent leadership that provides a blueprint for industry of where they 
should invest. 

The latter point may seem controversial because there’s been an historic reluctance 
to offer, or be seen to offer, a kind of speculators’ guide. But if you want to unleash 
private capital, keeping plans secret is not the way to do it. 
 
It’s government’s job to set a direction, in consultation with the community, including 
industry. And in our view, that has to include open discussion of, and planning for, 
population growth. 
 
Our leaders need to explain the benefits of growth and the changes it involves in our 
cities. 
 
Building confidence and goodwill requires detailed, long-term plans for capital cities 
and major regional centres, incorporating infrastructure plans that are linked to 
federal and state fiscal strategies. Those plans need to: 
 
• be economic as well as spatial with a focus on productivity and competitiveness 
• map out employment and population growth, as well as industry growth and 

change 
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• integrate water and energy planning 
• fully integrate transport with housing and employment growth 
• be supported by performance monitoring that measure improvements in 

economic performance and liveability – not just the plan itself. 
 
And the federal government must assume a leadership role in planning for the 
growth of our cities, recognising it as a front and centre element of the national 
economic and productivity reform agenda. 
 
And different jurisdictions around the country need to cooperate rather than 
compete. 
 
• Business is calling on states and the Commonwealth to prepare long-term 

infrastructure plans linked to the fiscal strategy of states and the federal 
government. 

 
There are two critical steps to drive efficient infrastructure planning: 

 
− firstly, we should improve the criteria for infrastructure projects around 

productivity, sustainability, competitiveness 
− and we should determine those things which are nationally significant and 

produce a national infrastructure plan to ensure proper sharing of the 
financial burden between all levels of government. 

There are some other critical leadership and direction setting challenges for our 
cities. 

• We must unleash the transport and economic corridors which surround our major 
cities. 

• We need a national energy strategy to ensure that we have affordable and 
emissions-efficient energy for a growing population and growing economy. 

• We need structured and early engagement with the community so that issues are 
resolved early and individual projects are not constantly contested. 

• Finally, we need a predictable and continuous supply of land for housing and 
employment. 

Institutional clarity and integrity 

Having set the strategic context, a key feature of creating a certain environment for 
business investment lies with the structure, role and integrity of the key institutions 
charged with delivering on population growth, economic growth, environmental 
protection, development approval and infrastructure provision. 
 
A couple of critical context issues before I go into some suggestions. 
 
Firstly, the nature of our decision making in cities will be different from 20 years ago. 
Let me explain: 
 
− more and more decisions and strategic planning will be regionally focused or 

over a wider area like a major economic and transport corridor 
 
− developments will become more complex and more integrated – they will test 

the capacity of all levels of government and the regulatory instruments to deal 
with them 
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− the challenge, however, is that even with this complexity, the simple reality is 
that the communities’ push-back or objections will often come down to a dual 
occupancy or a poor, smaller residential project.  So the planning system for our 
cities will still need to deal with both. 

 
The second contextual issue is that you do need a number of institutions operating to 
make this work. No one body will work and no single model will be applicable in 
every state. 
 
What the private sector needs to know is: 

− who has responsibility for what? 
− they want to see decision making agencies genuinely empowered to make 

timely decisions, and 
− they want to be confident of the independence of institutions and the 

transparency of the decision making process. 
 
So some suggestions to think about: 
 
• Firstly we need incentives to bring local state and the Commonwealth together to 

plan at a regional level. That’s probably best demonstrated here in Queensland. 
 

This will be especially important for the key economic and transport corridors 
where financial responsibility for the provision of infrastructure will need to be 
integrated and shared. 

 
• Secondly, we need to continue to have incentives for local government 

authorities to come together and make decisions at a regional level. 
 

This could be: 
 

− regional planning authorities 
− the panel model that operates in a number of states 
− amalgamation of local government authorities. 
 

The reality is local government is vital in this equation. Working around local 
government is not a solution. 

But we need some reform that drives: 
 

− development decisions which are in the broader local, regional and state 
interest and local does not mean just one person or one street, and 

− reform will also need to drive improved capacity amongst local government 
authorities to deal with complex matters. 

 
While some states have done this reform, some have not. I simply cannot see the 
effective planning of Sydney whilst you have 40-plus local government authorities. 

• My third suggestion is that we will need some specially designed institutions to 
drive urban renewal and major corridor developments. 
 
Some examples would include the East Perth Redevelopment Authority and 
Queensland’s Urban Land Development Authority. 
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The critical question for this forum is not which of these is best, but what are the 
characteristics of new and existing entities that will drive well managed growth. 

These characteristics will need to give investors and the community confidence 
that decisions will be made efficiently, that infrastructure will be delivered, that 
there will be transparency in decisions and that there will be effective community 
engagement. 

• Fourth, there needs to be a strengthening of planning agencies across the 
federation. They are often junior agencies, not part of infrastructure portfolios and 
almost never seen as economic institutions. 
 
The reality is that they are vitally important and need to be resourced to do the 
job of managing population and economic growth.  But in turn they must improve 
their economic and commercial literacy. 

They must also move to a model of setting simple rules and performance 
standards not micro managing the detail. 

• Fifth, I have a question you need to think about. That is how you engage 
business in the planning of cities and regions. Business has considerable 
knowledge of what will work and what will drive investment. 

 
• Sixth, there is a genuine issue about integration at least at the Cabinet level, for 

infrastructure, planning and transport decisions. 
 

This should be a permanent and continuous process of integration backed up 
with a structural link to the budget-setting process. 

 
• Finally as I’ve said, the Commonwealth is a critical player here. We need to ask 

what is the best role they can play? Is it just the funding or could they be more 
involved in unleashing economic development in key corridors and so on. 

 
This will, however, require this level of government to be better integrated. 

Of course, across all these institutional settings sits the difficult question of the role of 
the political process. 

I am a pragmatist – I simply cannot see a world where these critical decisions are 
alienated from the political process. 
 
The question is how you focus the political process on the strategic and policy 
settings rather than individual developments. But even that is much more complex 
than it sounds. 
 
This is the very nature of representative democracies. 
 
The point I’m simply trying to make is that over the next two days you should think 
about how you modernise the institutions that will drive the planning of our cities and 
regions. 
 
That modernisation must give certainty and confidence to investors and unleash 
private capital when it is needed in the economic cycle. 
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Incentives and performance-based systems and rules 

Now if I can turn to the need for better regulation and the need for incentive-based 
planning systems. 

BCA members tell me that the system doesn’t offer any incentives for doing the best 
developments in the world. 

With the leadership and planning in place, government can reform its processes and 
create an environment that unleashes private investment and innovation. 
 
Of course there must be standards and guidelines that achieve high-quality 
infrastructure and urban environments. 
 
The question I would put to you is this: with all our processes and complex planning 
acts and regulations, are we achieving the kind of environments that will give the 
community the confidence that we can achieve the growth in population and the 
growth in our economy while we improve people’s way of life. 
 
A few suggestions: 
 
• We need state planning legislation to be the primary determinant of 

development outcomes. 
 

One frustration I have heard from my time as a public servant, as a consultant 
and now at the BCA is that once you’ve passed the hurdle rate of the planning 
act there is a myriad of other legislation which comes into play. 

Multiple pieces of single issue legislation, multiple concurrences in the consent 
arrangements, all introduce new forms of risk. They also add to cost through 
time delays and meeting new requirements of different agencies. 

• Strategic documents must have meaning and primacy. If we take the time and 
trouble to engage the community, local government and business in preparing 
strategic documents then we simply should ensure that these strategies have 
effect. These should be seen as the primary documents which cannot be 
contradicted by other planning schemes. 

• The next key to certainty is efficient assessment. This needs to be simple, 
performance based with real incentives for compliance with performance and 
outcomes not process. 
 
Some ideas: 

 
− why can’t we have a system of national complying development standards 

that would allow developments like a medium density development, medium 
scale commercial and industrial developments to be deemed complying if 
they meet performance and design standards 

− why can’t we think of ways of promoting excellence, e.g. fast-track approvals 
etc. 

 
• We will probably need to conceive of new instruments to drive major urban 

renewal, corridor developments and large scale industrial projects. 
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Many states are using structure plans as a concept. These are intended to be 
performance based and can allow an entire area to be planned. 

Similarly, we will need to conceive of new arrangements for mega projects. This 
should allow all consents to be brought into one approval and it should allow for 
mega developments to be staged over a number of years with the certainty of an 
upfront concept approval. 

These operate in some states but if we really want to drive investment, 
particularly foreign investment, we need some national consistency in how we 
handle mega projects. 
 
So over the next two days you need to think about the critical need to allow 
things to happen faster. 
 
This is not about letting bad developments or poor projects through. It’s about 
encouraging the good ones. 

Shared investment and good fiscal planning  

So if I turn to shared investment. 

With these necessary elements in place, governments then need to implement fiscal 
strategies to ensure that sufficient resources are allocated to the long-term capital 
investments we need in our growing cities. 

Governments can ensure this resource allocation occurs in three ways, all of which 
will involve private sector participation: 

• directly funding projects that are delivered by private companies under contract 
• adopting shared investment models in collaboration with the private sector, or 
• market-based policies that create the setting for private investors to fully finance 

investments in their own right. 
 

A positive investment climate will give private providers the confidence to undertake 
investment projects under these models. This will require:  
 
• Commonwealth and state governments agreeing on long-term funding 

allocations towards infrastructure and the pipeline of major infrastructure 
projects. 

• Governments building confidence in the integrity of bidding processes and 
keeping the costs of engaging in bidding processes low. 

• Adopting shared investment models that appropriately share the risks of major 
infrastructure projects across the public and private partners. 

• New infrastructure financing models that encourage private investment through 
new delivery vehicles. 

• Stable and efficient regulation and tax settings as they apply through the life of 
long-lived capital investments. 

• The tax system needs to support a more efficient and affordable housing market. 
We need to take a critical look at the role stamp duty plays in constraining 
mobility and choice. 
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• Pursuing market-based reforms that support full cost recovery in pricing and 
allow for a commercial return on investment. 

• High-quality economic management overall that creates a stable investment 
climate and supports a productive and skilled workforce. 

 
Conclusion 

So – to help set the scene for the next two days, I want to put some questions to the 
various groups represented here. 

Government – state, federal 

For the state and Commonwealth officials: 

− are you going to go out and really communicate the reality of growth and 
what it means for our cities? 

− are you willing to really understand what’s driving cost? 
− how do you really drive integration? 
− are you willing to ensure city strategic planning forms part of the economic 

and productivity agenda? 
− how do you drive implementation, the key to winning community confidence? 
− are you willing to submit to a serious benchmarking and report card process? 
− how do you provide incentives to encourage what you want, are you willing to 

move to a performance based system and come out of some of the detail? 

Local government 

− how do you deal yourself back into the picture of strategic direction and 
setting? 

− how do you organise at the regional level and get the regional focus? 
− how do you improve your capabilities to deal with complexity? 

For business 

− how do we deliver innovative and exciting projects that will re-energise the 
community? 

− are we willing to go best practice from the start? 
− are we willing to better define projects and submit quality proposals? 
− how do we engage with the community – this is not the sole domain of 

governments 
− how can we be seen as givers – not just takers – in the planning of our cities? 
− how can we effectively engage with government? 
− are we willing to be partners? 
− are we willing to accept that certainty will not always mean decisions go our 

way? 
 
What you do over the next two days is critical. 
 
This is one of the most important issues facing Australia – let’s make the most of it. 

 
Thank you. 
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