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• Good morning everyone and thank you for that introduction. 

 

• I’m here today to share my perspectives and priorities for Australia’s 

future prosperity.  I’ve been practising that all week – it’s a bit of a 

tongue twister! 

__________________________________________________ 

• First of all let me explain why the companies that comprise the 

Business Council of Australia have such a vital interest in the 

prosperity of our country. 

__________________________________________________ 

•  Our Members are the chief executives of 100 of Australia’s top 

corporations.  

 

• Our Members are all highly successful examples of ‘the corporation’ 

which is an often-criticised and poorly understood concept. 
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• They are at the heart of an economic system which has provided 

Australians and other citizens of Western democracies with 

unprecedented levels of prosperity.  

 

• To give credit where it is due, this prosperity was only possible 

because successive Governments have produced a range of reforms 

to make Australia the success it is today. 

 

• Their commitment to introducing a series of politically tough reforms 

has stood us all in excellent stead.  I’ll say more about this later. 

__________________________________________________ 

• For now, back to the role of business. 

__________________________________________________ 

• Through tax payments, jobs, and the products and services they 

provide, corporate Australia has made a magnificent contribution to the 

welfare of Australians.  

 

• The corporate structure is one of the best tools our society has to 

harness capital, manage risk, promote innovation and increase wealth 

and wellbeing.  

__________________________________________________ 

• Members of the Business Council collectively account for some 20 per 

cent of Australia’s economic ‘pie’. 
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• Directly they employ a million Australians and indirectly, probably three 

times that, when you factor in their dealings with suppliers and small 

businesses. 

 

• They generate a third of all Australia’s exports and return (at 

conservative estimates) $18 billion a year in dividends to shareholders, 

superannuation funds and savings institutions. 

 

• Our corporations provide a wide range of goods and services to 

consumers, suppliers, employers and shareholders. 

 

• In a global economy, they are an important bridge to the rest of the 

world.   

 

• Taxes paid by corporations are fundamental to the wellbeing of every 

Australian. 

 

• Corporate tax is the second biggest revenue stream to the 

Commonwealth, and the fastest growing. 

 

• Three years ago the corporate tax take amounted to 27 billion dollars. 

 

• This year this figure is projected to be a massive 48 billion dollars. 
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• Seen another way, that $48 billion was enough to fund most of the new 

tax cuts and social services announced by the Federal Treasurer over 

the past 12 months. 

__________________________________________________ 

• So as you can see, the modern corporation is deeply linked to the 

prosperity and wellbeing of Australian society. 

 

• The BCA, as the representative body of Australia’s corporate sector, 

has a prime responsibility to push for policies that seek to lock in the 

conditions for continuing economic success. 

__________________________________________________ 

• Countries that support and encourage economic competitiveness are 

typically those that are the most successful. 

 

• As the pace of globalisation increases, Governments compete more 

and more with each other.  

 

• In response, we look to Government to actively create the conditions 

for the economy so that it can effectively compete with the rest of the 

world. 

 

• So what tools should Government have to perform this vital job? 

__________________________________________________ 

• For the BCA, the standout ones are: 
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− a tax system that rewards and therefore attracts investment and 

skills;  

− flexible workplace relations;  

− modern and efficient infrastructure; and 

− efficient and effective business regulation.  

 

• I will say more about these in a moment. 

 

• Before I do, I must reiterate that it not enough for Government to 

simply passively receive and redistribute the rewards of economic 

growth. 

 

• It must keep its foot on the accelerator to drive changes so our 

economy and business sector can remain competitive.   

 

• Remember Governments are in competition with each other for 

investment and skilled workers. 

 

• Australia has prospered as a nation because successive Governments 

over the past 20 years have put in place policies that have allowed us 

to compete successfully in the global economy. 
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• These policies were designed around a key fact: that aggressive global 

competition amongst business and economies is a reality of modern 

life. 

 

• What is more, Australia not only has to keep up, but run harder than its 

competitors. 

 

• We must overcome our geographical isolation and then be able to 

compete head on in global markets. 

__________________________________________________ 

• If you draw a 10,000 kilometre circle around Sydney you will capture 

28 per cent of the world’s GDP. 

 

• Do the same for London and businesses there have access to 94 per 

cent of global GDP. 

 

• That’s the tyranny of distance for you in a business sense. 

 _________________________________________________ 

• Over the past two decades Australia’s growth rate has been about 4 

per cent per annum.  

 

•  The results, for our community, have been quite remarkable. 
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• Since 1995, over 1.8 million jobs have been created and the 

unemployment rate has fallen from over 8 per cent to 5 per cent. 

 

• Over the same period, youth unemployment fell from nearly 20 per 

cent to below 15 per cent. 

 

• Real wages have risen by almost 20 per cent. 

 

• Two weeks ago the BCA released a study which calculated the 

economic ‘dividend’ of the last 20 years of prosperity during which we 

enjoyed those strong, 4 per-cent growth rates. 

 

• The study showed the average Australian is $83,000 better off in terms 

of real wealth as a direct result of the economic reforms of the last 20 

years. 

 

• Income growth has given individuals the means to accumulate more 

wealth – be it through home ownership, shares, superannuation 

contributions and other general savings.  

 

• Over time, the value of those assets increases more in a strongly 

performing economy.   
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• The research also found that economic reform between 1983 and 2004 

put an extra 315,000 people into jobs and the unemployment level fell 

from 8.1 per cent to 5.5 per cent 

 

• During that period Australia moved up the OECD league table of 

relative prosperity from 18th to 8th position, and many in the community 

reaped benefits. 

 

• Yet, maybe because of Australia’s unbroken record of growth, as a 

community we don’t know – or appreciate – the strong links between 

reform, competitiveness and prosperity. 

  

• Past policies that have helped Australia achieve unprecedented levels 

of growth and prosperity are not exactly the sort of conversation 

starters you’ll be looking for at your next cocktail party. 

 

• But competitiveness is the key ingredient to our continuing prosperity. 

 

• The reality is no economy can ever achieve a state where ongoing 

competitiveness can be taken for granted. 

 

• The Prime Minister refers to this as the ‘ever-receding finishing line.’ 
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• The ever-receding finishing line means we have to sprint in order to 

just stand still. 

 

• Whether we succeed or whether we fail will depend on how hard we 

work to remove hurdles to economic growth and competitiveness.  

 

• Yet, when the community feels that things are doing well, the question 

inevitably comes – why does business want to focus again on a new 

reform agenda?   

 

• After all, the economy has been ‘going gangbusters.’ 

 

• Interest rates are low, the share market is a hitting new highs, business 

profits are up, and we can’t find the people we need to fill our job 

vacancies. 

 

• This makes it difficult to convince people that further reform is needed. 

 

• However, what we have to realise is that below the surface of this 

prosperity, a number of weaknesses and constraints are emerging. 

 

• Unless they are tackled, they could become major roadblocks to 

Australia’s future prosperity and growth.   
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• As I mentioned, there is mounting evidence that Australia’s excellent 

economic performance and overall competitiveness is showing signs of 

pressure. 

 

• The latest World Competitiveness Yearbook is used by Governments 

around the world to promote their economies as the best places to 

invest.  This Yearbook showed that despite being the most resilient 

economy in the world, Australia slipped from a ranking of 4th position in 

2004 to 9th this year.  

 

• That’s five rungs down on the ladder of economic excellence. 

 

• Similarly the 2004 Global Competitiveness Report of the World 

Economic Forum tells a similar tale.  Australia dropped from a ranking 

of 10th position in 2003 to 14th in 2004. 

 

• These are the reports that the international investment community 

reads.  They are external reports that put us on notice that action is 

needed.  

_________________________________________________________ 

 

• Unfortunately, calls to action are often greeted with indifference. 

 

• This complacency is totally out of balance with the challenge we face. 
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• If the performance of the Australian cricket team was slipping, the 

public would be up in arms.  There would be uproar – and calls for 

urgent intervention! 

 

• At the very least it would dominate our headlines and our nightly TV 

news. 

 

• But when the performance of our economy slips – the very platform 

which provides us with our wealth, opportunities, hopes and prospects 

– the silence is deafening. 

__________________________________________________ 

• There’s something wrong with this scenario. 

 

• Whether you see all this as a threat, or an opportunity, business has a 

responsibility to act here. 

_________________________________________________ 

• It’s my job – and the job of the BCA – to work with Government to 

develop Australia’s ‘business plan.’ 

 

• Using our collective voice and energies, business has a responsibility 

to make sure Australia is heading in the right direction. 

 

• The BCA has been doing just this, and I’ll explain how. 
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__________________________________________________ 

• Since last October the BCA has been working feverishly on a reform 

plan for Australia. 

 

• The plan takes in four key areas, which as business managers you will 

all no doubt be grappling with on a day-to-day basis. 

 

• They are taxation, infrastructure, workplace relations and business 

regulation. 

 

• These are the four areas that our Members consider are fundamental 

to Australia’s future competitiveness. 

 

• Supporting these four areas are an additional two important policy 

areas which we are working hard at as part of our mission.   

 

• Excellence in our education and training system is one.  

 

• And international trade and investment has been another pillar of our 

work at the BCA. 

__________________________________________________ 

• But let me now turn to the four policy areas the BCA is now most 

heavily focused on  
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• They represent an integrated package that needs to be implemented in 

full, not ‘cherry picked’ by vote-hungry politicians. 

 

• Each policy was thoroughly researched and backed by an independent 

assessment. 

 

• Each policy contained comparisons of how Australia is currently 

performing against its main competitors. 

 

• The results were quite sobering  

__________________________________________________ 

• Starting with workplace relations, always an issue of controversy.  

From 1990 to 2003 labour productivity in Australia grew by an average 

annual rate of 2.3 per cent. 

 

• This was a good outcome by world standards. 

 

• But despite these increases, our productivity levels are lower than a 

number of our economic peers including Canada, France, Germany, 

Ireland and the United States. 

 

• In fact the latest data shows that our productivity is going backwards 

and is at minus 3 per cent1 

                                                     
1 Locking in or Losing Prosperity: Australia’s Choice, page 9 
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• This is significant because our productivity compared to other countries 

ultimately determines our competitiveness and relative standard of 

living. 

 

• The gap between Australia and its peers highlights that we have to do 

better. 

__________________________________________________ 

• The Government’s planned changes to workplace relations will go a 

long way to making sure the productivity gap between Australia and its 

competitors is narrowed. 

 

• As such, they deserve the applause of business and the support of the 

community. 

 

• The reforms continue the process of deregulation and simplification of 

agreement-making between employers and employees which started 

20 years ago. 

 

• Along with higher levels of productivity, these changes will mean fewer 

barriers for employers and managers to create new jobs  
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• More flexibility will lead to higher participation, particularly among those 

groups in the workforce that business will depend on to offset chronic 

skills shortages and the impacts of an ageing population.  

 

• Yet these first significant changes to workplace relations in a decade 

are only one part of the reform equation. 

__________________________________________________ 

• Our work this year has revealed that we are competing poorly in three 

other areas. 

 

• In regulation, business competitiveness is under real threat by a rising 

tide of red tape.  We’ve coined the phrase – regulation obesity. 

 

• This is suffocating the productive resources and creative energies of 

our larger corporations and small-to medium-sized businesses. 

 

• Regulation is the growth industry. The number of new laws and 

regulations is now increasing at 10 per cent a year – that’s three times 

faster than Australia’s average rate of economic growth.  If any of you 

have children uncertain of which career path to take – suggest they 

become a business regulator – they’ll have a job for life! 

 

• The Commonwealth and State Parliaments added 33,000 pages of 

new laws, rules and regulations in 2003 alone. 



Australia’s Prosperity: Perspectives and Priorities Katie Lahey 
AIM Breakfast Briefing Thursday 18th August 2005 

 
 

 16 

 

• Half of the legislation passed by the Commonwealth Parliament since 

Federation has occurred in just the last 14 years. 

 

• For Sydneysiders the figures are just as worrying: the NSW Parliament 

produces on average 300 pages of new laws, rules, regulations and 

by-laws each week it sits. 

 

• This regulatory blow-out (regulation obesity) not only diverts resources 

from the private sector, it also soaks up massive amounts of taxpayers’ 

money on administration, compliance and policing. 

 

• But regulatory obesity is not just an Australian problem – it is a 

Western disease. 

 

• When PricewaterhouseCoopers conducted a global survey of CEOs 

last year, over-regulation was singled out as the biggest threat to 

business growth prospects. 

 

• Many countries such as the UK and Netherlands are already 

addressing this issue.  By confronting the problem, these countries will 

gain a significant competitive advantage. 

__________________________________________________ 

• And Australia already starts from a significant disadvantage.  



Australia’s Prosperity: Perspectives and Priorities Katie Lahey 
AIM Breakfast Briefing Thursday 18th August 2005 

 
 

 17 

 

• Our small and geographically scattered markets puts disproportionate 

pressure on business cost structures and competitiveness. 

 

• That’s why it’s essential that Australian Governments at all levels to 

address the problem now. 

 

• As I said, the volume of regulation is extraordinary and its sheer 

quantity overwhelms our basic control and accountability mechanisms. 

__________________________________________________ 

 

• The BCA’s proposal to fix the problem has three steps: 

− firstly, Governments make sure that all new regulation fully takes 

account of costs to business and is subject to regular review; 

 

− secondly, we must clean up the stock of existing regulation to 

improve or eliminate unnecessary, duplicate and outdated 

regulation; and 

 

− thirdly, we must tackle the overall problem of lack of coordination 

between the Commonwealth and States, and between States 

themselves. 

__________________________________________________ 
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• Turning to Australia’s tax system, business acknowledges the 

significant work on tax reform the Government has already undertaken. 

 

• The GST and the reform of numerous business taxes have significantly 

improved our competitive position. 

 

• Certain measures announced in this year’s Budget, particularly moves 

to reduce the tax burden on skilled workers, were also welcome. 

 

• As I said earlier, the modern-day reality is that Governments, like 

business, have to compete for labour, capital and markets. 

 

• Tax is the one area which Governments can proactively structure to 

increase competitiveness. 

 

• Meanwhile, other Governments around the world are working hard 

building far more competitive tax policies than Australia has had to 

confront in the past. 

 

• That includes countries we regularly trade with, our neighbors in the 

Asia Pacific but also the emerging economies of the former Eastern 

bloc. Let me give you a few examples.  

 

• Hong Kong has a corporate tax rate of 17.5 per cent. 
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• Singapore is 20 per cent and Taiwan is 25 per cent. 

 

• Ireland has a 12.5 per cent company tax rate. 

 

• Poland has just announced that it will introduce a flat tax system by 

2008 at 18 per cent, on all personal income and corporate profits.  

 

• Romania's new Government has implemented a 16 per cent flat tax. 

 

• Even Russia now has a corporate and small business tax rate of 24 

per cent and a flat 13 per cent on personal income tax. 

 

• The Netherlands is planning to lower its corporate tax rate to 27 per 

cent in 2007. 

 

• The US Government has removed Federal tax on all dividends. 

 

• And these are just some of the recent moves in the global market. 

__________________________________________________ 

• I began this speech by outlining the increasing importance of 

Australia’s corporate tax to Government, and therefore to the wider 

community. 
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• Australia’s overall corporate tax burden is way above that of our peers. 

 

• Australia’s corporate tax burden represents more than five per cent of 

Gross Domestic Product.  

 

• In the case of most of our OECD competitors, this figure is 2 or 3 per 

cent. 

__________________________________________________ 

• And as our business burden is harming our competitiveness, this will 

eventually lead to smaller tax returns to Government. 

 

• The burden is compounded by the complexity of the system. 

 

• In ten years the Tax Act has ballooned in size from 3,000 pages to 

10,000 pages – you couldn’t jump over it. 

 

• The only people who can understand it are the experts, and even 

they’re struggling, so what chance does the average person have? 

• So if our corporate tax system is uncompetitive, needless to say the 

personal tax system is also highly uncompetitive. 

 

• With skills shortages in so many sectors already biting and forcing 

companies to delay projects and investments, high tax rates act as 

powerful disincentives. 
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• On the lower end of the income scale, the crossover of tax and welfare 

hurts people trying to join or re-enter the workforce. 

 

• These are only some of the issues in the tax debate and time obviously 

does not permit me to expand further.  

 

• Suffice to say Australia needs to move beyond the piecemeal changes 

and the periodic catch-ups that characterise the current tax debate we 

need to review the system lock, stock and barrel. 

__________________________________________________ 

• The final area on the BCA’s ‘policy hit list’ is infrastructure. 

 

• Infrastructure represents the basic building blocks of the economy, our 

economic ‘arteries.’ 

 

• The state of our energy, water, transport and urban infrastructure 

systems is directly related to our capacity to support high levels of 

economic growth. 

 

• Unlike other policy areas where problems and shortfalls can be 

addressed relatively quickly, infrastructure requires long-term planning. 
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• If we wait for the bottlenecks to fully manifest themselves, we have 

already missed the opportunity to plan and develop solutions that 

invariably take some 10 or 15 years to implement.  

__________________________________________________ 

 

• Again, as residents of Sydney, we are already painfully aware of the 

topic of infrastructure – but for all the wrong reasons.  

 

• Our Infrastructure Action Plan found that by 2025, without major reform 

all of our capital cities will be demanding more water than is currently 

available and the story is the same for energy. 

 

• By 2020, the gap between energy supply and consumer demand is 

estimated to be about 50 per cent. 

 

• The amount of new investment required in developing additional 

energy supplies totals somewhere between $30 and $35 billion. 

 

• Australia’s road and freight transport systems are straining. By 2020, 

road freight movements will grow by 65 per cent. 

 

• That means 900,000 more truck trips over the next 15 years in and 

around our urban and suburban areas. 

__________________________________________________ 
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• The cost to the economy of traffic congestion will increase to an 

estimated $30 billion a year by 2015 – compared to $13 billion 

currently. 

__________________________________________________ 

• Overall, Australia’s economy has an infrastructure asset base worth an 

estimated $300 billion. 

 

• Yet many will be alarmed to know that there is no coordinated plan or 

policy to make sure the country’s infrastructure keeps pace with the 

economy. 

 

• The Federal Government has done some preliminary work on the 

export infrastructure side and more recently COAG set up a working 

group to look further into the matter. 

 

• We welcome these initial steps but their effectiveness remains to be 

seen. 

__________________________________________________ 

• In the business world we work to plans for the next 30, 60 and 90 days, 

as well as one, two, three and five-year plans. 

 

• We know all too well the market’s response if we fail to deliver to their 

expectations. 

 



Australia’s Prosperity: Perspectives and Priorities Katie Lahey 
AIM Breakfast Briefing Thursday 18th August 2005 

 
 

 24 

• Regrettably, Government does not operate like this. 

 

• And given what’s at stake, we think that’s not good enough. 

__________________________________________________ 

• The BCA has thrown down the gauntlet for the Government to 

introduce an audited and transparent report on the health of Australia’s 

existing infrastructure assets on a regular, two-year basis.  

 

• This type of audit will give everyone a clear understanding of 

Australia’s infrastructure capacity at any point of time.  

 

• Only when there is publicly available, up-to-date information can we 

move beyond the glare of the latest headlines to an informed debate 

which has a chance of holding Governments accountable for their 

infrastructure policies and decisions. 

 

• This becomes particularly important given our electoral cycles, where 

the pressure for votes and quick-fix answers is all too evident. 

 

• It also becomes important given our dysfunctional Federal-State 

relations, which is complicating almost every aspect of policy making 

through a duplication of funding, compliance and service provision. 
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• The Federal system inhibits transparency, increases costs and 

reduces accountability and effective decision making. 

 

• In 2005 we have to do better than this. 

__________________________________________________ 

• As I said, it is encouraging that the latest signs from COAG accepts the 

need for improvement.  

 

• Even so, consider this: that last meeting in July was hailed as a major 

step forward.  Yet, what other forum would be considered a major 

success simply because no-one walked out and the proponents spent 

fewer than two hours discussing key issues for our nation? 

 

• The BCA’s strong view is that COAG remains the best vehicle to 

achieve reform. 

 

• Business will help where it can – it has the investment resources to 

play a much bigger role in the funding of new infrastructure. 

 

• But ultimately, only Government can resolve the strategic and policy 

issues – especially in our fragmented Federalist systems where game-

playing and buck passing are uncomfortably common. 

 

• It’s time for urgency. 
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__________________________________________________ 

• So to summarise. 

 

• I came here today to talk about Australia’s future prosperity. 

 

• I’ve told you why business believes there is reason for concern.  

 

• But we are optimists believe it or not, and we believe change is 

possible. 

 

• We have worked hard to identify what form that change must take. 

 

• In our view, tax, workplace relations, regulation and infrastructure are 

the key ingredients to our community’s ongoing prosperity. 

 

• As our recent studies show, if we continue on the reform path,  we will 

all reap the dividends. 

 

• Through reform of the kind I’ve described this morning, by 2025 our 

economy will be 40 per cent bigger. 

 

• The average Australian could be $74,000 better off in real wealth 

terms.  
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• The Federal Government would have more than $80 billion in extra 

revenue to return to the community. 

 

• If you tallied up the money Canberra spends this year on the 

environment, the unemployed and sick, the Pharmaceutical Benefits 

Scheme (PBS), Medicare, defence, education, pensions and aged 

care then that would total something similar to this $80 billion dollar 

‘reform dividend’.   

 

• All of this could be paid for by the reform dividend.  Alternatively the 

Government could afford to cut all our taxes by 30%. 

 

• And if we continue on the path of reform, in 20 years Australia could be 

the 3rd most prosperous in the developed world. 

__________________________________________________ 

• Surely that’s worth striving for. 

__________________________________________________ 

• Along with the key areas I’ve mentioned, we need more accountability, 

more transparency and more effectiveness in the political decision-

making process. 

 

• Most of all, we really need far greater urgency in the quest for 

outcomes. 
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• Businesspeople have a role to play in this debate.  We will be charged 

with implementing the changes being proposed. 

__________________________________________________ 

• The details of our recommendations can be found in our four action 

plans which you obtain via our website, which I encourage you to do. 

 

• Today I’ve singled out a lot of weaknesses in our public policies. 

 

• Rest assured the BCA has also been careful to give the Government 

credit where credit is due. 

 

• The Government has shown real leadership on the trade negotiations 

front and we all stand to benefit from better access to key trading 

markets. 

 

• The reforms to higher education are also important.  We’re seeing a 

renewed focus on skills and we are encouraged with the Government’s 

IR agenda. 

__________________________________________________ 

• My central theme today has been that Australia’s prosperity, which we 

all enjoy, cannot and must not be taken for granted. 

 

• I could give you a number of examples of economies which failed to 

sustain prosperity because they chose not to address the issues that 
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would take them to their next level of growth. (Japan, France and 

Germany). 

 

• Business will keep bringing this message home to Government and the 

community. 

 

• Some will argue about the detail – but at least let’s agree that we need 

to lock in prosperity for the long term.  

 

• An integrated agenda of economic reform of the scope I have outlined 

today is the way forward. 

 

• We face a choice.  Either we lock in our current prosperity – or lose it. 

 

• For all our sakes, we must choose wisely. 

 

• Thank you. 

 

 

 


