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EXECUTIVE SUMMARY 
 
 
This election presents NSW with the chance for a fresh start and the opportunity for the 
next Government to address the state's chronic underperformance. 
 
NSW has recorded an average annual growth rate in Gross State Product (GSP) of 
just 1.8% (since 2001).  This is around half the level of growth experienced across the 
rest of Australia (3.7%) and it is a drag on the national economy.1 
 
Industry has long been frustrated with the many difficulties of doing business in the 
state, the lack of transparency and accountability and the unpredictable policy making 
in many key areas such as privatisation and Occupational Health and Safety.  As well, 
there is ongoing frustration with over-regulation and the state's lack of competitiveness.  
 
There is a sense of drift in the State and businesses are increasingly operating in spite 
of, rather than working in concert with, government. 
 
Business wants a government that will deliver clear and strong strategic leadership in 
areas such as committing to regulatory reform and tax reform to reduce the burden of 
business and improve competitiveness; renewing the state's infrastructure; developing 
the skills base; addressing the challenges of our ageing society; reforming the public 
sector and improving our capacity to engage with the rest of the world and in particular 
with our fast growing neighbours in Asia. 
 
Reform should importantly start in the public sector where there has an increasingly 
entrenched resistance to change and a lack of openness. The public sector has lacked 
innovative thinking and is one of the barriers to growth and increased productivity. 
 
The state has the opportunity to capitalise on the foundations of its diversified 
economy.  The state's performance in this regard will be critical towards achieving the 
important goal of Australia maintaining and growing a balanced, diversified and 
sustainable economy in the face of the multi speed national economy driven by the 
mining boom. 
 
This Ai Group election statement provides analysis of the state's performance and 
comprehensive proposals for a new approach that will help set the state up for a 
positive future, something which it has been denied for too long. 
 
 
  
 
 
 
      
 
Heather Ridout     Mark Goodsell 
Ai Group Chief Executive    Ai Group NSW 

SEPTEMBER 2010 
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KEY RECOMMENDATIONS 
Ai Group urges the NSW Government to take the following key steps: 

Character of Government   

 Move to a transparent, accountable and highly engaged government model.  

 Put in place key strategies to ensure that NSW has a public sector that 
embraces and drives reform. 

Capacity to Compete 

 Remove the most inefficient state and territory taxes and improve the design of 
other taxes. 

 Implement effective best practice regulation procedures and best practice 
regulator cultures and behaviour. 

 Ensure the proposed national Work Health and Safety laws are implemented 
from the end of 2011. 

 Fully participate in proposed program to harmonise workers compensation laws 
through the process of Safe Work Australia. 

 Improve management of the tender process by the NSW Government to ensure 
projects are streamed appropriately and presented to industry in accessible 
forms.  

 Work with industry to develop a new suite of assistance programs to address 
the impacts of the multi-speed economy. 

 Assist in preparing businesses for future expected energy and water price rises 
and climate change policies by promotion of energy and water efficiency. 

Skilling for the Future  

 Support and foster stronger links between industry, the education sector and 
government. 

 Consider all education policies in the context of the entire education system, 
recognising that primary school education, secondary school education, the 
higher education sector and general training all impact on one another.   

 Commit to reform that encourages a flexible and quality driven training system. 

 Support a focus on the individual learner for better skilling outcomes and higher 
education attainment levels. 

 

 

 



 3 

Livability and Infrastructure 

 Put in place a plan to address housing shortages and affordability. 

 Implement a robust model for identifying, prioritising and funding NSW 
infrastructure in the context of the processes of Infrastructure Australia.   

 Commit to future focused infrastructure planning and development to better 
accommodate current and future needs.  

 A commitment to fully investigate innovative finance models.  

 Embrace innovative planning by seeking out the best examples and focusing 
on better implementation methods. 

Local solutions for local issues 

 Use regional development networks and industry groups to deliver the 
infrastructure and skills provisions necessary for different NSW regions, 
recognising that each region requires difference assistance however a number 
of policies common to all regional areas can be addressed collectively.  
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AUSTRALIA’S ECONOMIC 
CHALLENGES AND OPPORTUNITIES 

Balancing economic growth 
 
Australian businesses are facing intense structural pressures during this period of 
economic recovery as a result of a high exchange rate, increasing interest rates and 
input costs and unbalanced growth.  The NSW Government needs to give priority to 
putting in place policies to support a diverse and balanced economy in Australia.  

The disparity in economic growth across Australia is evident in Chart 1 (below) which 
compares real gross state product (domestic product) growth rates for 2009-10.  The 
chart provides further evidence of the multi-speed economy.  Western Australia is 
growing rapidly, with growth of 4.3 per cent, 2 percentage points higher than the 
Australian average and 2.3 percentage points higher than Victoria – the second fastest 
growing State in 2009-10.  Western Australia is growing 2.5 times faster than New 
South Wales. 

Chart 1: Real Gross State Product /Gross Domestic Product Growth in 2009-10 

Real GSP/GDP growth in 2009-10
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Source: ABS data. 

The multi-speed economy phenomena can appear to be less prevalent if only GSP 
growth rates are compared.  It is more directly illustrated by examining the growth rates 
of different industries in the economy. Table 1 below compares the growth rates of 
selected Australian industries given by real gross value added for 2009-10. 

Table 1: Growth in real industry gross value added in 2009-10 

 Mining Manufacturing Construction Retail trade ICT 
Finance & 
insurance 

Per cent  6.0 1.5 0.5 1.9 1.2 2.9 

Source: ABS data. 

The mining industry’s growth rate in 2009-10 was four times that of the manufacturing 
industry.  It was 12 times that of the construction industry.  Growth of services 
industries varied, with the finance & insurance industry growing 2.9 per cent compared 
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to 1.9 per cent for retail trade.  ICT grew by 1.2 per cent.  The manufacturing industry’s 
2009-10 growth rate of 1.5 per cent was actually above its long-run average (since 
1990) of 1.1 per cent. 

Government policies required to support a diverse and balanced economy in Australia 
include a greater emphasis on education and training and innovation policies that 
encourage business renewal and practical research and development activities.  

Particularly in the face of the ageing of the population, raising productivity is a central 
challenge that must be addressed. Chart 2 (below) showing the substantial 
underperformance by NSW in terms of productivity growth over recent years, 
demonstrates why NSW must act to put in place measures (many of them 
recommended in this submission) to increase productivity, which will in turn enhance 
the states economic conditions.   

Increasing productivity is a complex task which is exacerbated by Australia’s relatively 
high unit labour costs.  For example, data from the OECD reveals that the cost 
competitiveness of Australia’s manufacturing industry has declined significantly over 
the period from 1999 to 2009.  During this period, the unit labour cost of the Australian 
manufacturing industry has been rising at an average annual rate of 3.1 per cent, the 
second highest growth rate among many developed economies, and significantly 
above the OECD average of 0.8 per cent. By the June quarter of 2010, the Australian 
manufacturing industry had the fourth highest level of unit labour costs among 
developed economies, behind Norway, the United Kingdom and Italy.  The causes of 
the loss in cost competitiveness of the Australian manufacturing industry are strong 
growth in total labour cost and weak growth in labour productivity.1  

Chart 2: Labour productivity performances 
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1 Australian Industry Group Discussion Paper, ‘Exchange Rates, Trade Sanctions and Cost 
Competitiveness of the Australian Manufacturing’, December 2010. 
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THE CHARACTER OF GOVERNMENT 
Recommendation 1: Move to a transparent, accountable and highly engaged 
government model  

Recommendation 2: Put in place key reforms to ensure that NSW has a public 
sector that embraces and drives change 

Transparent, Accountable and Highly Engaged Government  

NSW needs a modern and responsive government; a government that is innovative in 
its practices and the way it delivers services to its constituents. Importantly the NSW 
public sector has to have the capability and flexibility to lead reform and a willingness 
to consult widely.  

The 2010 Ai Group State Industry Survey (report attached), revealed that industry is 
most dissatisfied with the following state and local government services and policies - 
workers compensation, energy services, freight and transport infrastructure alongside 
planning and development.   

When compared with other Australian States, NSW industry is the most dissatisfied 
with their local councils alongside freight and transport infrastructure. The key concern 
from industry relating to infrastructure in NSW was electricity supply.  

When asked to rank the areas of government compliance for which industry allocates 
the most resources – the strongest response was for Occupational Health and Safety.  

The findings of the State Industry Survey Report highlight that the NSW government 
should work with industry to foster robust relationships that are meaningful and 
responsive. Whilst industry consultation occurs with some departments, industry 
stakeholders often relay to Ai Group that these conversations are not very meaningful. 
Viewing industry stakeholders as customers, not just stakeholders to be managed, is 
the first step in achieving a modern and responsive NSW Government.  

By genuinely engaging with industry early on all key reform areas, future policy and 
program implementation will undoubtedly be more customer-centric. Australian 
industry is calling on the next NSW Government to realign its approach to working with 
its business sector.  

Communication, respect and mutual recognition of interests are the key to a successful 
relationship. Through this new approach to consultation and collaboration government 
will be able to deliver services that are responsive to industry and community needs. 

Investing in the development of effective business-government relations is key to the 
economic success of NSW. There are strong efficiency grounds for government 
improving its approach to and execution of policy development, program operations, 
service delivery and access to services. This will involve restructuring traditional 
processes, matching technology investments to these changes and managing projects 
responsibly to ensure an overall return on investment.  

The significant gains in confidence will enable a better communication flow between 
industry and government. By restructuring traditional processes to become more 
customer focused, the next NSW government will be better placed to restore NSW as 
Australia’s leading State.  
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The NSW Ombudsman recently echoed industry concerns in a speech to the 
Corruption Prevention Network Conference in September 2010. He said “As public 
servants we have a unique relationship with the community we provide them with most 
of the essential services they need to go about their lives…if that trust is eroded, it 
leads to cynicism and suspicion…in the public sector context once trust is lost we can 
no longer perform our jobs effectively and nothing erodes trust faster than unethical 
conduct. There is possibly no better example of this in Australia at the moment than 
right here in NSW. Our government appears to have lost the confidence of many in the 
community.”2 

There is a lack of real world business experience and understanding among public 
sector employees. Many politicians and policy makers are unfamiliar with the 
pressures facing industry and the workings of the commercial world. This is one of the 
central reasons that confidence in the NSW public sector has been lost and must be 
regained.   

A transparent, accountable and highly engaged government model should be built on 
the foundations of engagement, efficiency and leadership.  

Innovative and nation-leading public sector program design and delivery  

To complement strategies for a transparent, accountable and highly engaged 
government model, the NSW government should simultaneously embark on 
establishing a framework that encourages and promotes innovative and nation-leading 
government program design and delivery. 

There are a range of tools that the NSW can use to become more customer-focused, 
more innovative and more engaged with community and industry, and at the same time 
make better use of public funds. Innovative and nation-leading public sector program 
design and delivery can be achieved through a variety of methods.  

Lean thinking is one tool that can be utilised to review government processes and 
uncover areas for efficiency, as it has done in many areas of industry facing intense 
global competition.  Lean processes had their original in manufacturing, but its 
principles have since been successfully applied to services and government. 

Lean thinking starts by focusing on and defining customer value, rather than the 
capabilities of the organization.  

Government exists to provide its communities with most of the services required to go 
about everyday life, therefore customer (community) value should shape the 
foundation of government. 

With customer value established as critical and central to government, there is then a 
task to trace each step required to design, order, build, deliver and maintain a product 
or service. 

For government this value stream assessment should begin with identifying the steps 
that actually create community value. Generally companies undergoing lean 
assessments find that the answer is very few, usually less than 5% of the steps require 
redesign for maximum gains. 

                                                
2 Barbour B, Living up to the Standards. Speech to Corruption Prevention Network Conference 9 September 2010.  
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The Lean process then usually identifies that large amounts of waste can be removed 
and organisations find they can do far more (of value to their customers) with their 
existing resources. This would be a crucial and welcome outcome for state 
governments facing significant budget pressures now and into the future. 

Typically unit costs fall, quality improves, and organisations can respond more quickly 
to changing customer needs. At the same time, managing and improving product or 
service flows rather than coping with the friction between disconnected and 
dysfunctional departments creates more rewarding jobs for employees.  

Innovative and nation-leading public sector program design and delivery will require 
the government to embrace the concepts and practices of innovation, efficiency, 
accountability for outcomes and fiscal responsibility, in much the same way that 
successful Australian businesses do.  
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CAPACITY TO COMPETE 
Recommendation 3 Remove the most inefficient state and territory taxes and 
improve the design of other taxes. 

Recommendation 4 Implement a model of best practice regulation design and 
regulator behaviour. 

Recommendation 5 Ensure the proposed national Work Health and Safety laws 
are implemented from the end of 2011. 

Recommendation 6 Fully participate in the proposed program to harmonise 
workers compensation laws through the process of Safe Work Australia. 

Recommendation 7 Improve management of the tender process by the NSW 
Government to ensure projects are streamed appropriately and presented to 
industry in accessible forms. 

Recommendation 8 Work with industry to develop a new suite of assistance 
programs to address the impacts of the multi-speed economy. 

Recommendation 9 Assist in preparing businesses for future expected energy 
and water price rises and climate change policies by promotion of energy and 
water efficiency. 

Remove the most inefficient state and territory taxes  

Ai Group urges the NSW government to make best use of the opportunities presented 
by the Australia’s Future Tax System (AFTS) Review and upcoming national taxation 
summit to take a leading role in securing improvements to the pattern of taxation in 
Australia and in NSW. As the AFTS Report notes “Australia has too many taxes and 
too many complicated ways of delivering multiple policy objectives through the tax and 
transfer systems.”3   

Industry has high expectations of the AFTS Review particularly in relation to taxes 
levied by the states and territories.  While some of the more inefficient taxes levied by 
the states and territories have been removed (or are scheduled for removal) in the 
wake of the introduction of the GST, the overall pattern of taxation levied by the states 
and territories remains in need of major overhaul. 

The most evident shortcomings include: 

 The use by the states and territories of highly inefficient and narrowly based 
taxes, such as stamp duties on conveyances, taxes on insurance, etc;  

 The poor design of state and territory taxes that could serve as efficient sources 
of state and territory revenue; 

 Poor design of taxes and charges on transport and lack of coordination 
between these and transport policy objectives (the transport fuel taxes levied by 
the Federal government are part of this shortcoming); and 

                                                
3 Australia's future tax system, Report to the Treasurer, Commonwealth of Australia December 2009 
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 The differences between the states and territories in the design and 
administration of taxes that add compliance costs for businesses operating in 
more than one jurisdiction. 

There is considerable scope to improve the pattern of state and territory taxation while 
maintaining, and indeed improving, the ability of individual states or territories to vary 
the level of their own-source tax revenues in order to meet their policy objectives.  For 
greatest effect, this scope for improvement will require a national effort to facilitate: 

 The removal or reform by the states and territories of their most inefficient 
taxes, including current payroll tax arrangements; 

 A concerted effort by all states and territories to improve the design of the taxes 
that can serve as efficient sources of revenue at the state and territory level; 

 A national effort to overhaul taxation of transport to better align it with transport 
policy objectives; 

 A harmonisation of the bases of the major taxes across the federation; 

 Appropriate centralisation, at a national level, of administration and collection of 
taxes; and 

 Ongoing intergovernmental arrangements to maintain and improve the quality 
of state and territory taxation. 

Regulatory reform 

One way productivity can be enhanced is by accelerating the COAG regulatory reform 
agenda and governments at all levels tackling red tape and the regulatory burden on 
businesses.  The Ai Group-Deloitte survey report, Growth Strategies for Business, 
indicates that reducing regulatory red tape is an important priority area that businesses 
are seeking action from governments.  For small businesses in particular, protecting 
the economy from recession and reducing red tape are equally important.  These 
survey results suggest that small businesses may face a disproportionate burden from 
excessive and unnecessary regulatory red tape.   

Progress on COAG’s agenda for a seamless national economy, while ambitious, has 
been too slow and needs to be accelerated. The COAG Reform Council has previously 
indentified five deregulation priority areas where some or all jurisdictions have not met 
milestones and/or where there is a significant risk that future milestones or the ultimate 
objective is at risk4. These priority areas are: Payroll Tax, Construction Code, 
Chemicals and Plastics, Food and Director’s Liability. 

The priority areas identified are all critical to Australian industry competiveness and Ai 
Group urges NSW to fully participate in the COAG process and ensure milestones are 
met. 

 

 

                                                
4 COAG Reform Council, National Partnership Agreement to Deliver a Seamless National Economy: 
Report on Performance 2008-09, December 2009. 
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Best Practice Regulation  

Ai Group believes that a commitment to best practice regulation is essential for all 
NSW government departments. The following principles should drive the process of 
regulation making and reform.  
 
Regulation should be: 
 

 transparent 
 accountable  
 proportionate  
 consistent; and  
 targeted  

 
Additionally, all regulations should be simply written, so they are easily understood by 
those being regulated and those enforcing them. 
 
No workplace inspections should take place without a reason and businesses should 
only have to supply information that is necessary and unavailable through other 
sources. 
 
Claims of reduction in regulatory burden should be externally validated by a process 
that includes industry. 

Best Practice Regulator Behaviour 

All state agencies with a regulatory function over industry should adopt a common 
protocol for their conduct as regulators. The conduct of regulators is as important to the 
effectiveness of regulation as is the design of the laws themselves. 
 
Suggested principles of such a protocol are: 
 

 Regulators should all share a common public objective of encouraging 
economic progress and carry out their protective role within that context. 

 
 Businesses generally should feel encouraged to invite a regulator into their 

premises. Regulators should have this as a KPI and measure it through 
independent stakeholder surveys. 

 
 Regulators should have a consistent narrative that explains their objective and 

shows the role of every interaction (visit, notice, prosecution) in the context of 
the overall task of influencing behaviour. 

 
 Interactions should be objective, and not adversarial or personalised. 

 
 Businesses should not be made to feel that they will be disadvantaged if they 

take responsibility for adverse incidents and seek ways to immediately learn 
from them and avoid them in the future. Taking responsibility should not be 
equated with accepting blame. 

 Regulators should actively acknowledge positive efforts, improvements or 
voluntary over-compliance by duty holders. 

 Inspectors should acknowledge, respect and try to be consistent with rulings, 
notices or observations made to that business by other inspectors from the 



 12 

same regulator by another regulator dealing with the same issue (e.g. a similar 
regulator in another state). Inconsistency undermines authority. 

 Internal review processes or appeal mechanisms should be easily available 
and openly communicated. Regulators should actively encourage business to 
use them if they do not understand or agree with regulatory action taken or 
reasons given. 

Harmonisation of OHS legislation 

Ai Group continues to urge all State Governments to support the harmonisation of 
Australia’s disparate occupational health and safety systems. There is overwhelming 
support amongst members for a harmonised set of national OHS laws. The 
implementation of a nationally consistent regulatory regime will massively reduce 
complexity for businesses, allowing firms to concentrate on providing safe workplaces 
rather than working out how to comply with up to nine different legal systems. 

Ai Group urges the NSW Government and WorkCover to remain committed to 
implementing the proposed national Work Health and Safety laws from the end of 2011 
in a way that is effective in improving safety outcomes, and provides a truly consistent 
national regulatory regime both in terms of legislation and enforcement behaviour. 

Harmonisation of workers compensation legislation 

Late in 2009 Safe Work Australia agreed to commence with the process of 
harmonising state workers compensation laws.   

Ai Group strongly encourages the NSW Government to participate fully in the proposed 
program to harmonise workers compensation laws through the processes of Safe 
Work Australia.  The Government should focus on ensuring that the proposed national 
laws are effective in improving return to work outcomes, cost levels and providing a 
nationally consistent system, particularly for companies operating across state borders. 

Parallel to this, NSW should not amend the existing state workers compensation 
scheme in any way that further differentiates it from the core principles of the majority 
of other state schemes. In particular, there is no case for lowering the threshold of 
access to common law damages. 

Improved management of the tender process by NSW Government  

There are a range of opportunities to improve the management of the tender process 
by the NSW Government. The first is to ensure that all projects are streamed 
appropriately and presented to industry in accessible forms.  

In the past, large purchasing orders over a very short timeframe, with significant gaps 
between orders, has had a negative impact on jobs, industry capacity and economic 
benefit to the state and particular regions.  

One of the greatest barriers to local companies being able to competitively tender for 
transport manufacturing contracts, for example, is the absence of a planning model 
that allows for regular procurement of infrastructure products over a long period.  

A planning model that sets out regular procurement over a 10-year period allows local 
businesses to invest in the skills and technology they need to be able to compete for 
and fulfill contracts. Procurement needs to be planned in a way that aligns with local 
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industry’s production capacity. Very large orders required in a short time frame are 
impossible to fill with local content, forcing the bulk of the work to be sent offshore.  

Long term plans deliver quality and on time delivery for consumers on one hand and a 
certain investment horizon for industry on the other, making it more likely that NSW will 
be the recipient of investment in capital, apprenticeships and jobs. 

The NSW Government should commit to well designed procurement guidelines that 
recognise local industry capability as an important part of the entire process, using the 
services of the Industry Capability Network. Establishing forward thinking plans for the 
procurement process and ensuring these are well communicated will ensure local 
capability will be utilised to its full potential. 

Work with industry to develop a new suite of assistance programs to address 
the impacts of the multi-speed economy 

The strong Australian dollar, intense overseas competition, slack domestic demand, 
higher interest rates and shortage of reliable and skilled workers have been regularly 
cited as the major influences that had inhibited the manufacturers over the past few 
months.   

The mining boom has also been a central factor in creating a multi-speed national 
economy. Non-mining sector related industries like (non-mining related) manufacturing, 
retail and services industries have all felt pain as Australia attempts to re-emerge from 
the global financial crisis. NSW houses many of Australia’s non-mining related 
business and must consider new industry assistance programs that encourage growth 
and sustainability of these industries.  

In late 2010, the Queensland Government offered $2.5 million to support Queensland 
businesses that have the big ideas to improve their company’s performance and the 
overall strength of the Queensland economy. 

The program, What’s Your Big Idea Queensland?, invited businesses across the State 
to put together a proposal that can be supported with up to $50,000 from the 
Queensland Government to pay for expertise to put their big ideas into action. 

This new program will both raise awareness of the importance of innovation and give 
successful business applications under the scheme some support to re-think their 
business models, develop new products or processes and contribute to making their 
enterprises and Queensland more productive and profitable. 

The program has received more applications than it has funding available for which 
illustrates that businesses are keen to invigorate their innovation efforts. 

Ai Group proposes that the NSW Government consider implementing a suite of 
industry assistance programs that are specifically targeted at non-mining related 
industries. The What’s your big idea Queensland initiative is a great example of how a 
state Government can use incentives to prompt businesses to be proactive about 
solutions to address the impacts of the multi-speed economy. 

The economic centre of the world is shifting rapidly toward the Asia Pacific region. The 
rise of China, India and South East Asia will present significant opportunities for 
Australia. 
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To make the most of these opportunities, Australia will require a set of strategic 
initiatives and programs which seek to improve the links with our fast growing 
neighbours in Asia. NSW government and industry should work together to identify the 
best ways to access the range of opportunities available. Importantly this needs to 
occur in a coordinated manner to extract maximum benefit from public and private 
funding and effort.     

Assist in preparing businesses for future expected energy and water price rises 
and climate change policies by promotion of energy and water efficiency 

In March 2010, the Independent Pricing and Regulatory Tribunal (IPART) announced 
that even without the Carbon Pollution Reduction Scheme (CPRS), power bills would 
still rise by up to 42 per cent over the three-year period. These are the biggest 
increases ever presided over by IPART and come on top of already significant price 
rises in July last year.  

A price rise of this magnitude has left many businesses unprepared and wondering 
how they will cope. Equally concerning to industry is what the price of electricity will be 
beyond the three-year period.  

Rising energy input costs are a significant issue for businesses which requires 
government attention.  An Ai Group survey conducted in December 2010 on energy 
input costs and energy efficiency efforts indicate: 

 The most common increase in electricity prices for businesses over the last 5 
years ranged between 11 to 20 per cent.  However, 37 per cent of respondents 
experienced electricity price increases of 21 per cent or more (including 10 per 
cent of respondents experienced electricity price increases of more than 50 per 
cent). 

 Approximately 35 per cent of respondents expect electricity price increases of 
21 per cent or higher over the next 2 years. Generally smaller businesses 
expect higher electricity price increases in the next 2 years. 

 Approximately 17 per cent of respondents expect a gas price increase over the 
next 2 years of 21 per cent or higher and this compares to 35 per cent of 
respondents with respect to electricity price increases. 

With respect to energy efficiency, the same survey found: 

 Approximately 66 per cent of businesses have made no energy efficiency 
improvements over the last 5 years. 

 A small proportion of businesses (7 per cent) have gone backwards in their 
energy efficiency over the last 5 years – their energy efficiency has deteriorated. 

 Over half of all businesses surveyed (57 per cent) indicated that their energy 
efficiency will be about the same over the next 2 years. 

These results suggest that businesses are burdened by significantly rising energy input 
costs and are not well prepared for a future where energy efficiency will become an 
increasingly paramount issue.  Energy efficiency and adapting to climate change 
policies will require joint effort from governments and businesses. 

Water efficiency is also increasingly important for industry throughout NSW, for both 
environmental and economic reasons.  The intense pressures of the recent drought 
and the move for long-term water reductions in diversions from the Murray-Darling 
system highlight the environmental imperative.  Meanwhile, business in many regions 
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faces a growing cost pressure from water and sewerage services, driven partly by 
wholesale prices, but moreso by new infrastructure needs, the replacement of ageing 
infrastructure and higher standards.  The impact of recent flooding on water 
infrastructure may boost costs further.  These costs threaten to reduce the viability of 
businesses already under pressure from the high Australian dollar, particularly in 
regional areas.    
 
The next NSW Government should move to support industrial water efficiency 
throughout the state, including through competitive grants for efficiency projects; 
provision of information and advice in collaboration with industry; and celebration of the 
efforts and techniques of companies that have gone the extra mile to reduce their 
water use. 
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SKILLING FOR THE FUTURE 
Recommendation 10 Address the foundation skills of language, literacy and 
numeracy. 

Recommendation 11 Support and foster stronger links between industry, the 
education sector and government. 

Recommendation 12 Improve Vocational Education and Training in Schools. 

Recommendation 13 Commit to reform that encourages a flexible and quality 
driven training system. 

The challenges of the modern economy are complex and dynamic. Never before has 
the development of Australia’s human capital been so critical to achieving increased 
productivity and global economic competitiveness. 

Educational attainment is a critical element of human capital, in its own right and 
through its contribution to workforce participation. Improved education and skills will 
contribute to enhancing productivity and optimising workforce participation. 

A Group considers the broad range of education and training options available to 
Australians are an asset, but warns that all education systems need to be managed 
more carefully with an emphasis on quality alongside ensuring that NSW and moreover 
Australia has a demand driven, industry led system. 

Ensuring students are employable and workplace ready is foundational in ensuring the 
long-term competitiveness of NSW.  

The NSW Government has a critically important role to play in improving literacy and 
numeracy, affecting the quality of teaching and assisting schools in low socio-
economic communities. Chart 2 above shows that there is an opportunity for NSW to 
greatly increase its productivity performance. Addressing productivity in the long term 
requires a coordinated effort that links education and training sectors at local, state and 
national levels. 

Addressing the foundation skills of language, literacy and numeracy 

Emerging now are seriously concerning levels of extremely low literacy and numeracy 
skills in the Australian workforce.  

In 2009 an Ai Group national survey revealed that 75% of companies report their 
business is impacted by low levels of workplace literacy and numeracy.5  
 
While this was particularly the case for labourers and process workers, employers 
reported that inadequate levels of literacy and numeracy skills affected all occupational 
groups and so the problem is a total workforce issue. 
 
Figure 2 below shows the dramatic impact of low literacy on basic workforce functions 
such as reading simple work and safety instructions. On the left we see a workplace 
instruction document and on the right, the words and concepts too difficult to 

                                                
 Employer views on workplace literacy and numeracy, May 2010 Australian Industry Group
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understand by people with low literacy fully are blacked out. It is estimated that around 
40% of the workforce have literacy levels at or below this. 
 
Figure 2: Standard Operating Procedures – showing the terms and concepts that 
are too difficult for employees with low levels of literacy 

 
 
There is a wide range of impacts of inadequate workforce literacy and numeracy 
including poor completion of work documents, time wasting through repeated work, 
ineffective work teams due to poor communication, materials wastage, ineffective 
training, financial miscalculations, non-compliance with legislative and quality 
requirements and workplace injuries or unsafe work practices. All of these have a 
negative impact on productivity. 
 
Canadian research undertaken as part of an OECD study indicates that a 1% increase 
in the national literacy score is associated with 2.5% higher labour productivity and an 
associated increase in GDP per capita.  
 
The recent Commonwealth Budget referred to the Productivity Commission estimate 
that increases in literacy and numeracy together with improvements in early childhood 
education and higher educational attainment could raise aggregate labour productivity 
by 1.2% in 2030.6 

Currently NSW companies are facing skills shortages and responding to these skills 
shortfalls by upskilling their existing workforce.  Low literacy and numeracy levels make 
this upskilling task particularly difficult. 

                                                
Federal Budget, Skills and Infrastructure – Building a stronger and fairer Australia, 11 May, 2010, page 

11. 
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It is essential that the next NSW Government commits significant resources to 
improving the literacy and numeracy levels of the state’s workforce.  A recent Ai Group 
project, working directly with enterprises and employees on site, is yielding very 
encouraging results.  The project has resulted in tangible improvements in productivity 
and profitability for a relatively modest investment indicating that long term benefits 
flow for the economy, as well as for the individual, from this investment in the 
foundation skills of the workforce.  

Industry and Education Partnerships 

The development of a highly skilled workforce will require lifting participation and 
attainment in education and training. This is undoubtedly one of the key drivers to 
improving productivity and to having a workforce which is flexible and capable of 
meeting the changing circumstances of an economy that operates in the global 
economy.   
 
Ai Group recently released its National CEO Survey: Skills shortages: A high risk 
business.  The report notes that efforts to raise education and training quality and to 
introduce a new tertiary education system, which will combine the vocational education 
and training and higher education sectors, will serve the needs of industry and 
individuals by making it easier to move between what have been completely separate 
systems.  It will be critical in building the skills of the existing workforce and to combat 
skill shortages, which continue to be a concern for business and industry. 
 
Ai Group notes that currently there is work being done at a state level to build 
partnerships between schools, VET, Universities and business and industry. These 
partnerships are critical to the success of any education plan and to foster an 
environment of life long learning. Ai Group recommends the development of 
engagement models across industry and business sectors and across regions to 
ensure the needs of industry and individuals are met.  
 
Ai Group notes that the Government has released the NSW Tertiary Education Plan. 
Industry and business, as well as individuals, must have a voice in determining how 
the Plan is implemented. This will also ensure that workforce needs are being met with 
flexible and targeted initiatives.  Consultation needs to occur with industry and 
business by region and sector.  The industry pillar needs to be strengthened through 
the development of a comprehensive industry advisory and engagement mechanism 
and this must be developed in a highly consultative fashion to ensure the result is not a 
supply driven system.  Ai Group recommends that resources are set aside to develop a 
strategy for closer industry and community engagement to better respond to the 
tertiary education needs of NSW. 

An industry engagement Case Study: MARS Strategy 

Ai Group supports and encourages close collaboration between the NSW Government 
and the Commonwealth Government to ensure national consistency.  We also 
encourage close partnerships with industry and business, particularly those that 
operate nationally and in the global market.  Ai Group believes that there are models 
for engagement which will foster and drive a system that meets the needs of industry 
and of individuals.  
 
The following case study is one such model that has brought about a close 
collaborative approach between industry, education and community. 
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The MARS (Macarthur Apprentice Recruitment Strategy) started in 2003 with Ai Group 
members in the Macarthur region (South Western Sydney) discussing the difficulties of 
recruiting young people into apprenticeship vacancies.  These employers were on the 
verge of giving up employing apprentices. 
 
At the heart of the issue was the perception by the community that manufacturing was 
an industry in decline, the work was dirty and that there were no real long term career 
opportunities for good young people. 

It was agreed amongst the employers that they should try a collaborative approach to 
improving the situation for the benefit, of not only their own organisations, but the 
industry as a whole.  The employers invited TAFE, NSW DET schools VET adviser and 
a group training organisation to form a partnership to develop a strategy to promote 
apprenticeship opportunities in the local area for manufacturing and engineering. 

In short, the strategy was branded as MARS; TAFE and the GTO made presentations 
to schools and parent meetings and organised tours to three large manufacturers in 
the region to showcase modern high tech manufacturing.  The tours were in the 
afternoon so that young people and their parents could attend, as well as careers 
advisers from the local schools.  Flyers were distributed through the schools and 
advertisements placed in the local press.  Young apprentices featured in each of the 
tours to relate their positive experience as an apprentice.  The strategy was very 
successful and all 22 apprenticeship vacancies were filled; with 85% retention after the 
first year. 

Seven years later this strategy has now evolved into a self sustaining model and has 
been successful in changing perceptions.  The success of this strategy relies on 
collaboration, partnerships and a close network working together for the good of the 
local community.  Relationships between the employers, school sector and TAFE have 
been very important.  Most important is that the focus has been at the micro level, it 
has not been too big and young people and their parents in the local community have 
been the main target. 

Improving Vocational Education and Training in Schools 

NSW’s record for Vocational Education and Training in schools has always been 
strong with about 55,000 students participating in VET in schools in 2009.  Its record 
for school based apprenticeships has been less impressive compared with other 
Australian states.7   
 
There needs to be more effort directed to increasing the participation levels of students 
in school based apprenticeships through strategies which support these students in 
school. 
 
We also need to encourage and increase the participation of young people from low 
Socio Economic Status (SES) communities, and those who may be at risk of not 
completing post-compulsory education.  A strong vocational education and training in 
schools program can start building the pathway to further education and/or 
employment for all students not only those from low SES backgrounds.   
 
To address the current issues relating to the uptake of VET in schools, a better funding 
arrangement that does not act as a disincentive for schools to engage the TAFE and 
universities in provision of education and training needs to be considered.   
                                                
7 National Centre for Vocational Education Research (NCVER) VET In Schools Australian Vocational 
education and training statistics Report 2009. 
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At present, the schools in NSW lose funds if they engage the services of the TAFE for 
delivery of VET in schools and school based apprenticeships.  Whilst those schools 
that do have a large cohort of VET in schools activities generally attract more students, 
Ai Group continues to hear from sources within the school sector that there isn’t a 
sufficient incentive for them to engage more actively with TAFE because of the transfer 
of funds.  
 
The VET in schools funding model should not act as a disincentive for schools to 
engage with broader modes of education and training delivery. Rather schools should 
be encouraged to be highly engaged with the VET sector to broaden the access and 
types of education and training available to students. 
 
Better linkages between schools and VET will allow all students to have the opportunity 
to participate in VET whilst at school to enhance employment and further education 
opportunities.  

A flexible and quality driven training system 

Ai Group acknowledges the NSW Government’s agreement to support a national 
vocational education and training regulator. A high quality vocational education and 
training sector is an important ingredient to attracting high calibre applicants to 
undertake applied qualifications from the VET sector. 

A responsive and quality driven training system is fundamental to addressing skills 
shortages, which are affecting a number of industries at present. The risk of not 
transforming the entire VET system into a flexible and high quality education provider 
is that skills shortages will worsen and Australia could find itself severely constrained 
by lack of skills in the workforce.  

Important in meeting the skills for the future is the need for a strategy around workforce 
development.  This strategy should target all parts for the organisation, not just 
apprenticeships and traineeships.  As existing workers are the obvious candidates for 
upskilling to fill skill needs, there needs to be a greater emphasis on workplace 
delivery, flexible delivery, more use of e-learning, and empowering workplace 
supervisors to assess ‘on the job’ under the tutelage of the relevant Registered 
Training Organisation (RTO). 
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LIVABILITY AND INFRASTRUCTURE 
Recommendation 14 Put in place a plan to address housing shortages and 
affordability. 

Recommendation 15 Implement a robust model for identifying, prioritising and 
funding NSW infrastructure in the context of the processes of infrastructure 
Australia.   

Recommendation 16 Commit to future focused infrastructure planning and 
development to better accommodate current and future populations.  

Recommendation 17 A commitment to fully investigate innovative finance 
models.  

Recommendation 18 Embrace innovative planning by seeking out the best 
examples and focusing on better implementation methods. 

Increasing the livability of NSW cities, regional centres and towns is critical to industry 
prosperity, therefore the prosperity of the State. 

The ACF Sustainability index which considers various livability indicators of the 20 
largest cities in Australia revealed that the highest ranking NSW city was Sydney who 
reached 12 out of 20. Albury-Wodonga came in 15th, Wollongong 16th and, Newcastle 
in 17th place. In mid-2010, a KPMG report revealed a similar story relating to planning. 
In the “Spotlight on Australian Cities – An independent assessment of city planning 
systems” which assessed each Australian metropolitan strategic planning framework 
against the COAG criteria Sydney was ranked 6th out of the 8 Australian cities, and 
when ranked against external indicators, Sydney came in at last place. 
 
The NSW population is projected to increase from around 7.2 million in 20108 to over 
10.2 Million in 2056.9 While Sydney will continue to grow, there will be large rates of 
growth in the regions of coastal northern New South Wales (Figure 3).   
 

                                                
8 7.2 million NSW population figure is accurate as at 31st March 2010. Population NSW Bulletin No.13 
November 2010. NSW Government ISSN 1837-6010. Weblink: 
http://www.planning.nsw.gov.au/LinkClick.aspx?fileticket=Z-sz_y-_BLw%3d&tabid=133&language=en-US 
9 ABS Cat No 3222.0 - Population Projections, Australia, 2006 to 2101. 
Weblink:http://www.abs.gov.au/ausstats/abs@.nsf/mf/3222.0 
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Figure 3:  Projected population growth 2006 and 2031 
 

 
 

Source:  Treasury projections. 
Note:  The projections do not extend beyond 2031 due to data reliability issues. 
 
This population growth will require significant investment in infrastructure. Good 
infrastructure can add to the competiveness of businesses while improving the quality 
of life for individuals and communities.  Importantly it can enhance Australia’s 
productivity - The International Monetary Fund has estimated that increasing public 
infrastructure stocks by 1 per cent leads to an annual increase in economic output of 
around 0.2 per cent.10  
It is important that the NSW government takes a whole of state and a national view 
which is informed by population projections and modeling when allocating funding for 
infrastructure in all areas of NSW.  
 
Future thinking infrastructure planning and development is critical in ensuring 
increased prosperity. The current infrastructure shortfalls (in NSW and nationally) can 
be attributed to a lack of keeping pace with Australia’s growth and not investing 
adequately for current and future generations.11 These issues are further discussed in 
the infrastructure section of this report.  

Housing shortages and affordability 

Housing affordability (for all types of dwellings) has the potential to become a 
significant industry issue in coming years as workers get priced out of Sydney 
accommodation. This will result in skills shortages and will increase pressure on 
transport and infrastructure. 

                                                
10 See Intergovernmental Report 2010, pg 23. 
11 See Productivity and Prosperity Advisory Panel Report 2010 
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The Housing Supply Council expects the housing shortage to worsen this year to more 
than 200,000. Victoria had a housing shortfall of about 22,000 dwellings, while the 
biggest shortages, of about 60,000, were in New South Wales and Queensland.12 
Building a new house on Sydney's fringe costs about $200,000 more than it would in 
other capital cities, ensuring the city's severe housing shortage will only get worse.  

The main driver of the housing shortage is that supply is not keeping up with demand. 
The supply of additional homes is being constrained by a number of factors like the 
failure of state planning processes to make sufficient land and medium-density building 
opportunities available.  

Housing shortages create affordability issues. The Annual Demographia International 
Housing Affordability Survey has found that people buying a house in Sydney can 
expect to spend 57.4 per cent of their gross income servicing the mortgage.13  In order 
to make housing more affordable for NSW residents, the right balance between land 
release for housing and the infrastructure it will cost to support the new precincts must 
be found.   

The NSW government has made attempts to address these issues. As part of its 
2010/11 budget, the NSW Government announced it would cut stamp duty to zero over 
the next two years for anyone planning to build a new house or apartment. However, 
this hasn’t stimulated a big jump in new residential development applications with the 
Australian Bureau of Statistics (ABS) September 2010 Building Approvals showing  
that the number of dwelling units approved declined in New South Wales by 5.7%.14 
 
The same NSW budget also offered local councils $35 million in direct funding to help 
fast-track development and another $8.9 million to speed government planning 
reforms. However this is not flowing through to the community and industry.  In March 
2010, the number of housing finance commitments in NSW stood at 13,637, down from 
the record high 20,078 seen in May 2009, ABS figures show. Meanwhile, ABS figures 
also show 25,191 homes were built in NSW in 2009. This compares to the average 
number of 42,222 homes built each year in the two decades to 2009.15 

Essentially we are building almost half the number of dwellings we used to whilst 
attempting to combat housing affordability, supply and a growing population. 

One area for government action that can make a real difference to the housing supply 
issue is releasing land close to existing infrastructure. Recent planning reforms, 
changes to levies and zero stamp duty opportunities may still encourage the supply of 
new housing and remove some of the inefficiencies in the current system. However 
without appropriate land release and acquisition of land policies, these reforms may do 
little to balance the demand/supply situation.  

                                                
12 Department of Families, Housing, Community Services and Indigenous Affairs, Research News Issue 
36. 
Weblink:http://www.fahcsia.gov.au/about/publicationsarticles/research/researchnews/researchnewsissue3
6/Pages/national_housing_supply_council.aspx  
13 News Article, Australian Housing Shambles April 2010. Weblink: 
http://www.voxy.co.nz/business/australian-housing-shambles/5/46488  
14  Australian Bureau of Statistics (ABS) dwelling units approved states and territories, September 2010 
http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/8731.0Main%20Features3Sep%202010?opendo
cument&tabname=Summary&prodno=8731.0&issue=Sep%202010&num=&view=  
15 News Article, NSW Budget Slashes Stamp Duty World News Australia June 2010. Weblink: 
http://www.sbs.com.au/news/article/1274077/NSW-budget-slashes-stamp-duty/playVideo/true  
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Ai Group recognises that this is not a straightforward area of policy because while 
reforms to increase supply may promote housing affordability, they can also reduce 
existing home values and change the shape of Australian cities in ways that many 
existing residents do not desire. This suggests a serious community dialogue is 
needed on the distribution and quality of housing across Australia.  

The NSW infrastructure body proposed in this paper would be well placed to drive 
community and industry dialogue in this space.  

A robust model for identifying, prioritising and funding NSW infrastructure 

That Infrastructure Australia was unable to prioritise any NSW government 
infrastructure projects due to no projects being judged 'ready to proceed'16 shows a 
clear need for better infrastructure decision making, planning and funding. 

A body like Infrastructure Australia should be created specifically to service NSW. This 
new body’s members should contain a range of expert and experienced members, 
much like Infrastructure Australia. The purpose of the NSW body would be to develop 
a strategic blueprint for infrastructure needs in NSW.   

The new body will provide advice directly to Infrastructure Australia about infrastructure 
gaps and bottlenecks that hinder economic growth and prosperity in NSW. The new 
body should also look to identify investment priorities and policy and regulatory reforms 
that will be necessary to enable timely and coordinated delivery of NSW projects in the 
context of national infrastructure investment and delivery. 

Future focused infrastructure planning and development   

In order to better accommodate population fluctuations and changes to planning 
principles, a future focused approach to infrastructure planning, design and 
construction is essential to meet the needs of the current generation whilst 
acknowledging that we do not fully know the needs and wants of future generations.  

Considering ‘scalability’ when creating tender requirements for state infrastructure 
development can provide a range of positive outcomes. Infrastructure that is scalable 
can be added to or taken away from and this presents a better long term investment to 
the state. This type of future thinking will greatly reduce the need for infrastructure 
having to be re-built in the future. Infrastructure that can be scaled up or down 
depending on need, essentially makes the infrastructure future-proof and freeing up 
funding that would be require to re-build for new infrastructure.  

The NSW Governments’ State Plan must recognise that long-term land use and 
infrastructure planning and delivery must be better integrated to improve certainty for 
industry and the community.  

Within the NSW government’s “connecting the city of cities” Metropolitan Transport 
Plan there is little to suggest that the current Environmental Planning and Assessment 
Act 1979 will be reviewed and modernised and the report lacks any mention of future 
thinking infrastructure design planning, development and construction.   

The NSW Government must ensure that tracts of land are set aside for industry in 
general. The planning process for this to occur is essential, especially taking account 

                                                
16 Infrastructure Australia Report to COAG, June 2010 Getting the fundamentals right for Australia’s 
infrastructure priorities. Weblink: http://www.infrastructureaustralia.gov.au/files/Report_to_COAG_2010.pdf  
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of the transportation options available now in and around metropolitan cities. The use 
of road and rail infrastructure could be encouraged through appropriate planning and 
coordination capabilities at all levels of government. This coordination will improve 
investment decision-making and ensure more efficient use of public and private 
resources to support continued economic growth. 

There is a strong need to undertake an exercise that allows the creation of a 
contemporary strategic planning scheme for the state. This is not another plan for 
NSW - a range of plans exist already – however the focus should be on the 
consolidation and then the execution of the plans.  

Investigate Innovative ways of financing infrastructure improvements 

One of the biggest and most important challenges facing Australia today is ensuring 
that there is adequate provision of infrastructure to maintain economic growth and 
development, our international competitiveness, our future prosperity and the livability 
of our cities. 
 
Related to this is property and housing affordability. NSW has a relatively plentiful 
supply of land however land well serviced by infrastructure is not abundant. This 
increases the demand for property relative to its supply in established, well serviced 
areas and adds to the cost of development in new release areas, pushing up home 
prices beyond what is affordable for many potential home buyers.  
 
Timely and adequate provision of infrastructure is necessary to support new housing 
development, which can help ease the current housing affordability crisis. This is also 
true for non-residential property – as timely and adequate provision of infrastructure is 
necessary to facilitate commercial, retail and industrial development.17 
 
The importance of infrastructure and housing affordability, and the necessity to achieve 
improved outcomes in relation to both, has been acknowledged by all levels of 
government. For instance, both infrastructure and housing affordability have recently 
been identified as priority areas for COAG (Council of Australian Governments) 
action.18 
 
NSW infrastructure is not keeping pace with the demands placed on it by a growing 
population and economy, and the current approach to infrastructure funding and 
provision needs improvement. Development levies for example have been primarily 
used to fund infrastructure in new development areas. Increasingly these levies will 
need to be targeted at a combination of areas, including infill areas to increase the 
supply of housing that is already supported by existing infrastructure.  
 
Innovative infrastructure financing models are needed to assist in getting infrastructure 
development to occur in organic growth regions and cities where the development of 
critical infrastructure is currently absent.  
 
Tax Increment Financing is just one alternate model that the government could 
consider for financing infrastructure through local councils. Other financing models 
deserve equal consideration and further investigation to ensure their use for much 
needed infrastructure projects. These could include utilising capital in existing assets 

                                                
17 Property Council Submission to Infrastructure Australia. 
Weblink:http://www.infrastructureaustralia.gov.au/public_submissions/published/files/486_propertycouncilo
faustralia_SUB2.pdf  
18 See COAG Communique, 20 December 2007, weblink: http://www.coag.gov.au  
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through increased privatisation and further sophistication and new models in public-
private partnerships for infrastructure projects. 

TAX INCREMENT FINANCING – AN INNOVATIVE MODEL  
 
The United States (US) have been using Tax Increment Financing (TIF as an 
infrastructure funding mechanism in the United States (US) for some time with 49 US 
states having TIF enabling legislation. The US experience shows that TIF could be 
applied in Australia to deliver much needed infrastructure.  
 
In general terms, TIF allows a government jurisdiction (usually local government in the 
US) to take tax revenues derived from increases in property values within a prescribed 
development area (the ‘TIF District’) and use those ‘incremental’ tax revenues to fund 
the infrastructure and renewal projects that led to (or at least significantly contributed 
to) this property appreciation. For the property owner, there is no new tax or rise in 
property tax. A TIF represents a reallocation of part of the growth in property taxes 
from State Treasuries to the TIF authority.  
 
Under a TIF system, the relevant (sponsoring) government authority or jurisdiction first 
assesses the suitability of an area for TIF. It then defines the TIF district and produces 
a TIF development plan – which, amongst other information, outlines the infrastructure 
and development needs of the district and provides cost estimates for these works. 
 
The sponsoring government then usually issues bonds to provide the funds necessary 
for the large upfront urban renewal and infrastructure costs. Over time, as these works 
improve the amenity and livability of the TIF district and/or they result in more property 
development in the area, property values (and hence property tax revenues) rise. The 
additional tax revenue (above the pre-TIF tax revenue ‘base’) resulting from the TIF 
infrastructure is then used to service and repay the TIF bonds (or other forms of debt). 
 
The tax increment (above the tax base) is then used to repay the debt incurred in 
providing the infrastructure that generated this increment in the first place. At the end 
of the TIF term, the total tax revenue for the area reverts to the original taxing authority. 
TIF terms can range from 5 years to 25 years, depending on the nature and scale of 
development.19 
 

 
 

 

 

 

 

 

                                                
19 Property Council Submission to Infrastructure Australia. Weblink: 
http://www.infrastructureaustralia.gov.au/public_submissions/published/files/486_propertycouncilofaustrali
a_SUB2.pdf 
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LOCAL SOLUTIONS FOR LOCAL 
ISSUES 

Recommendation 19  Use regional development networks and industry groups 
to deliver the infrastructure and skills provisions necessary for different NSW 
regions, recognising that each region requires difference assistance however a 
number of policies common to all regional areas can be addressed collectively.  

The various regions of NSW all collectively contribute to the prosperity of the State. 
Broadly, each region is different and has different needs. However, the regions do 
share common concerns. Issues like the need for flexible delivery of quality vocational 
education and training in thin markets, greater collaboration within government 
agencies to understand and address the intricacies of regional issues; cross boarder 
regulation streamlining and infrastructure needs that often differ from major cities. 

Skills 

Ensuring there is an appropriate level of skill development in the regions is critical to 
supporting regional industry and business and to maintaining viable communities in 
those regions. 

NSW TAFE is the main provider of education and training in the VET sector for the 
regions, particularly in remote regions and where thin markets exist.  Other providers of 
vocational education and training are the private RTOs, the schools sector and the 
adult community education (ACE) sector.  It is important that resources are directed 
towards these providers and that they work in close collaboration with each other to 
achieve the best outcomes, particularly when resources in terms of capital 
infrastructure and qualified teachers and trainers are stretched or non-existent. 

More innovative approaches to delivery should be considered with increased 
resources.  Thin markets in remote regions make it difficult for RTOs to have a critical 
mass for classroom delivery. Young people are often sent to city centres to attend 
block release training with a RTO, with minimal support to cover the cost of 
accommodation and living expenses. 

Thought should be given to a sharing of resources and classrooms with other 
providers, such as the school sector and ACE.  Further, though, there should be a 
much more innovative approach to delivery.  Consideration should be given to having a 
teacher on the road visiting apprentices and trainees in remote regions.  Supervisors of 
apprentices should be given guidance in assessment procedures so that apprentices 
can be assessed on-the-job and competencies achieved in consultation between the 
employer and the RTO.   

Other models of delivery and assessment should explore technology options, such as 
e-learning. The Bathurst-Orange region in particular would benefit from e-learning and 
digital literacy initiatives, as the regions’ geographical location and transport 
infrastructure restricts access to the array of training and education options afforded to 
learners in Sydney for example. 

Linkages between school, TAFE and private providers and the industry and business 
sector are ever important and there should be a greater fostering of these 
relationships. 
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The regions have traditionally had a strong reliance on public utilities to provide 
apprenticeship opportunities for the local youth.  State Government departments and 
authorities should be encouraged to employ apprentices and trainees to support local 
employment.  The NSW Government should also ensure that the requirement to 
employ apprentices under the government procurement contracts is enforced.  Policy 
initiatives should be put in place to ensure that apprenticeships are made available to 
those in areas of high unemployment, young women and Indigenous youth. 

Further, regional skills plans should be forward thinking and be looking to meet the 
state’s various supply needs over the next decade and beyond, exploring a wide range 
of options for encouraging individuals and businesses to invest in those skills. 

Regulation streamlining 

One impediment to doing business in areas around state borders is that the 
inconsistencies in regulations and practices are strongly felt. In the Albury-Wodonga 
and Tweed regions, the cross boarder duplication of resources and inconsistent 
regulation are common issues raised by industry in those areas.  

Many businesses in the Albury-Riverina region work on both sides of the border and 
the differing Victorian and NSW regulations are an impediment to business. To 
address these regional inconsistencies, a regional group could be formed to identify 
the issues and provide cross border recognition for a range of inconsistencies.  

Ai Group recommends that the NSW and Victorian governments initiate a regional 
cross-boarder reference group, specifically targeted at the Albury-Riverina region. This 
group should be specifically tasked to identify the blockages to cross-border 
businesses practices in the region, and then to provide solutions to alleviate the issues.   

Importantly, this group should operate in line with the auspices of the broader agenda 
for national harmonsation of the most inefficient state regulations and taxes.   

This approach could be also replicated for the Tweed region that deals with similar 
cross-border issues with differing NSW and Queensland regulations, legislation and 
processes.  

Collaboration and assistance 

Without the right regional assistance, a dramatic loss of skills and capacity across the 
supply chain could emerge in a number of industries. In the Hunter-Newcastle region 
rail manufacturing faces a particular threat due to the lack of a long-term transport 
manufacturing plan for the state. This long-term industry plan is needed to avoid losing 
capacity within the state and address a wide range of issues including skills, regional 
development, industry capacity-building and productivity.  
 
Greater collaboration with government decision-makers will assist industry in 
minimising the damaging impacts of the peaks and troughs experienced in a variety of 
markets over many years. Confidence in longer-term viability for a number of industries 
can be addressed through collaborative and clear plans that will then allow for 
investment in technology and innovative practices to strengthen competitive advantage 
and the capacity to meet future demand. 
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Infrastructure 

The provision of high-quality infrastructure is a key driver influencing economic activity, 
and aids business to grow and prosper. NSW’s regions all have different infrastructure 
requirements and priorities, however a common theme shared by all regions is that 
better regional industry consultation will greatly improve the prioritisation and delivery 
of infrastructure. In the Illawarra region for example, the manufacturing industry is at 
the heart of the regions economic prosperity. This sector is the biggest contributor to 
the Illawarra’s Gross Regional Product at more than 15 per cent a year.  The Region 
boasts a significant number of manufactures who compete domestically and 
internationally for business. This sector is a large user of infrastructure and a large 
financer also. All industry sectors in the regions should be consulted and afforded input 
into the regions infrastructure plans.  
 
The NSW government in collaboration with a new state infrastructure body like 
Infrastructure Australia needs to concentrate efforts on sensible investment 
prioritisation for all regions in NSW. Sensible investment in both new and existing 
infrastructure has a range of benefits for the regions including improving the region’s 
and state’s future economic capacity and meeting the needs of our growing population.   

Ai Group contends that new models of regional collaboration will strengthen regional 
industry engagement with local and state governments to drive successful industry and 
community outcomes for all of NSW.  

 



APPENDIX 

Ai Group national policy objectives snapshot 
Ai Group has a strong suit of national objectives designed to increase Australia’s 
prosperity. These national objectives are: 

Skills and Education 

 Increasing real levels of funding in VET by $660m per annum to accommodate 
3% annual VET participation growth; 

 Allocating additional funding to demand-driven funding models such as 
enterprise-based productivity programs and workforce development initiatives; 

 Linking eligibility for public funds to quality performance; 

 Developing and implementing a National Adult Language, Literacy & Numeracy 
(LLN) strategy and adequately resource it to achieve a real lift in Australia's LLN 
levels; and 

 Making permanent the Apprenticeship Kickstart bonus for apprentices in 
traditional trades. 

Workplace Relations 

 Address the impact of the announced Superannuation Guarantee increases by 
implementing a systematic wage trade off within the Fair Work Act; 

 Restore the “character of the business” test in the transfer of business laws; and 

 Implement a mandatory flexibility term for enterprise agreements to prevent 
unions blocking meaningful individual flexibility arrangements. 

Tax Reform 

 Reduce the company tax rate to 25%; 

 Streamline depreciation arrangements; 

 Reduce the number of business taxes; 

 Coordinate comprehensive state tax reform and reconfiguration of 
intergovernmental financial relations; and 

 Re-design personal income tax and social security arrangements and their 
interaction as part of a concerted effort to reduce the disincentives that impede 
greater workforce participation. 

Innovation and Business Capability Development 

 Clarify that the existing R&D tax arrangements will apply for the entire 2010-11 
year; 



 The Board of Taxation should assess the very strong claims from businesses that 
undertake R&D that the Government’s proposals will severely restrict eligibility for 
the tax incentive; 

 Double the coverage of the Enterprise Connect program and resource additional 
TradeStart advisors; 

 Increase the annual minimum allocation for the Export Market Development 
Grants Scheme (EMDG) to $200 million per year; and 

 Develop a well-resourced and strong anti-dumping regime to address the growing 
trend of below-cost imports unfairly challenging competitively-priced local goods 
and services. 

Defence Industry 

 Fully implement the Defence White Paper and Defence Capability Plan 
commitments including the initiatives in the Defence Industry Policy Statement 
aimed at growing skills in the defence industry; and 

 There should be a strong focus on assisting locally-based companies to access 
global supply chains in the defence industry. 

Climate Change Policy 

 It is absolutely vital that business engages in the climate change debate and that 
there is an active engagement and positive collaboration between business and 
government to address the climate change challenge; 

 Ensure risks of an erosion of competiveness are addressed as part of the 
rebuilding of consensus over longer-term climate policy; 

 Encourage, inform and provide incentives so that businesses and households 
improve energy efficiency and reduce direct emissions; 

 Avoid new and remove existing programs that carry a high cost of abatement 
(relative to global carbon prices); 

 Undertake and encourage R&D aimed at developing cost-competitive renewable 
energy and other low-emission pathways; and 

 Continue developing the architecture of a longer-term approach to climate policy 
both nationally and internationally including in relation to competiveness 
measures; carbon sequestration, and the machinery of a broad-based carbon 
price. 

Infrastructure 

 Improve infrastructure planning and coordination capabilities at all levels of 
government; 

 Encourage the development of a wider range of options for private sector 
investment in pubic infrastructure than under the current Public Private 
Partnership model; and 



 Pursue regulatory and market reforms to improve competition and utilisation of, 
and investment in, energy, water, telecommunications and transport 
infrastructure. 

 

Broadband 

 Maintain as a priority the building of a national high speed broadband network; 

 Ensure openness to improved ways of achieving the underlying objectives; and 

 Require prime contractors to ensure competitive participation of Australian 
suppliers in the network rollout. 

Regulatory reform 

 Prioritise and accelerate the regulatory reform processes initiated by COAG; 

 Ensure regulatory burden assessments are more firmly entrenched in policy 
decision and implementation processes; 

 Benchmark business regulatory burdens and measure progress in reducing these 
burdens; and 

 Enhance the efficiency with which business regulators administer regulations in 
order to minimise the administrative burden on businesses. 
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