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Canberra  ACT  2600  

 

 

Dear Senator Bragg  

The Business Council of Australia (BCA) thanks the Senate Committee for the opportunity to make a 

submission to this Inquiry.  

Background on productivity  

The Committee has made many useful observations in its discussion paper , including: 1 

◼ “Productivity is fundamental to economic growth, Australia's prosperity and living standards. ”  

◼ “Since the mid -2000s, productivity has slowed significantly across the economy .” 

◼ The stagnation in productivity growth has “ contributed to weak real wage growth and is reducing 

national competitiveness while increasing household cost -of-living pressures ” 

◼ “The Productivity Commission commented that  regulation is imperative but can also stymie 

productivity growth, such as in the housing and construction industries where heavy regulation 

has constrained productivity and increased housing costs. ” 

◼ “Investment, and related capital flows, are a key contributor to productivity growth and overall 

economic growth. ” 

◼ “Australia's high corporate tax rate of 30 per cent makes Australia a less attractive destination for 

foreign investment. ” 

Building on these important observations, the BCA notes  Australia needs competitive economic 

settings to secure investment, and we need investment to lift productivity.  
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https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Productivity_in_Australia/ProductivityinAustralia/Discussi

on_paper   
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Productivity growth is essential for sustained growth in real wages , as supported  by  these comments 

from key economic agencies : 

◼ Reserve Bank of Australia  (RBA) : “Productivity growth is the key driver of real wages growth in the 

long run ”2 and “ it is very hard for an economy to support real wages growth in the longer run 

without productivity growth. ”3 

◼ Treasury : “Productivity growth is the key driver of real wage growth and rising living standards 

over the long term .”4  

◼ Productivity Commission: “almost all wage growth since Federation appears to be due to labour 

productivity growth” 5 and “ In the long run, growth in real wages is driven almost entirely driven 

by labour productivity growth ”.6 

Productivity growth also supports  economic resilience, fiscal sustainability  and global 

competitiveness. Without it, the economy cannot absorb shocks, fund critical public services, 

compete internationally and  sustain the industrial and technological capability required in a more 

contested world.  

This makes it particularly concerning that productivity growth is flatlining.  Australia has effectively had 

no net productivity growth since 2019  – and barely any growth at all in the past decade  (see Figure 1  

below ). This is an unprecedented period of no net productivity growth – it has not happened before in 

the labour productivity series which commenced in 1978.  

 
2 RBA Statement of Monetary Policy, August 2025.  
3 https://www.rba.gov.au/speeches/2025/sp -so -2025 -02 -27.html   
4 “Productivity growth is the key driver of real wage growth and rising living standards over the long term” , source: Chapter 4 of 

Working Future: The Australian Government’s White Paper on Jobs and Opportunities . 
5 Productivity Commission (202 0) Productivity Insights: Australia’s long term productivity experience , Canberra, November  
6 Page 1 of Productivity Commission (2023 ) Productivity growth and wages – a forensic look . 
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Figure 1 Labour productivity (GDP per hour worked)

Source:  ABS  

Noting these poor outcomes, the NSW Government has downgraded its long -run productivity 

projections  to 0.8 per cent, while the RBA has downgraded its projections  to 0.7 per cent.  These 

assumptions are much lower than the 1.2 per  cent assumption contained in the March 2025 Budget – 

and yet these assumptions are well above recent growth which has been broadly zero since 2019 as 

noted above.  

One of the causes of poor productivity growth is inadequate business investment – with business 

investment remaining  near 30 -year lows as a share of GDP , see Figure 2. Weak business investment 

has limited growth in capital per worker and productivity. Business investment is the main mechanism 

through which new technology and innovations are embedded in the Australian economy and is the 

key to unlocking faster productivit y growth  
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and yet these assumptions are well above recent growth which has been broadly zero since 2019 as 

noted above. 

One of the causes of poor productivity growth is inadequate business investment - with business 

investment remaining near 30-year lows as a share of GDP, see Figure 2. Weak business investment 
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Figure 2 New private business investment, current prices, per cent of GDP  

Source: ABS  

Investment overwhelmingly is sourced from l arge business . Larger businesses represent less than 

1 per cent of all businesses,  but they  account for around 75 per cent of investment  and around 

45 per  cent of private sector output.   

Given this, policies that encourage large businesses to invest more are going to be the most effective 

policies in lifting productivity.  

Conversely, policies that increase tax on large business, or otherwise disincentivise large business 

investment, are likely to be disproportionately damaging. The BCA is particularly concerned about the 

proposal from the Productivity Commission to add a net cashflow tax on top of the existing corporate 

tax system. The proposal would further increase Australia’s highly uncompetitive corporate tax 

settings for large business  and is likely to deter investment by these businesses .  

Addressing low productivity growth  

There are many challenges that need to be addressed to tackle Australia’s poor productivity 

performance, including:  

◼ prioritising a better regulation agenda that lifts national supply side capacity – help ing  businesses 

to thrive  and  employ Australians, build ing  new homes more quickly and cost effectively, and 

deliver ing  the infrastructure  required for the future economy ;  

◼ delivering a tax system that incentivises the growth we need to pay for our future;  

◼ ensuring our energy requirements are affordably and reliably met along the path to net zero , 

while ensuring industries remain internationally competitive ;  

Figure2 New private business investment, current prices, per cent of GDP 

per cent 
------------------------------------+- 20.0 

1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 

- Non-Mining Mining - Total 
Source:ABS 

0.0 

Investment overwhelmingly is sourced from large business. Larger businesses represent less than 

1 per cent of all businesses, but they account for around 75 per cent of investment and around 

45 per cent of private sector output. 
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policies in lifting productivity. 
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proposal from the Productivity Commission to add a net cashflow tax on top of the existing corporate 

tax system. The proposal would further increase Australia's highly uncompetitive corporate tax 

settings for large business and is likely to deter investment by these businesses. 
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to thrive and employ Australians, building new homes more quickly and cost effectively, and 
delivering the infrastructure required for the future economy; 

delivering a tax system that incentivises the growth we need to pay for our future; 

ensuring our energy requirements are affordably and reliably met along the path to net zero, 
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◼ facilitating the creation and adoption of new innovations , to create the jobs of the future , with a 

responsible and balanced approach to regulation ;  

◼ ensuring our people have the skills they require to succeed in a dynamic world ;  

◼ reducing government spending to ease the burden it imposes on private sector growth and 

place downward pressure on inflation; and  

◼ restoring balance to an industrial relations system too firmly skewed against the reasonable 

needs of our nation’s approximately one million employing businesses, especially following 

recent changes in areas such as intractable bargaining, increased union access rights and multi -

employer bargaining.  

The BCA welcomes the preliminary work the government has done on a productivity reform agenda 

through the Economic Reform Roundtable process in mid -late 2025 , noting s ustained ambition and 

action is required over the medium - and longer -terms to deliver real outcomes.  

The starting point must be a change in mindset across the board. This means recognising both the 

urgency of our competitiveness and productivity challenges and prioritising the Big Questions 

identified by the BCA (and set out below). This will help to unlo ck  future national prosperity and 

improved living standards.  

There are major reforms needed across each of these questions below that can shift the dial and lock 

in our prosperity. Australia  can no longer afford to keep putting off difficult decisions  – in fact , 

complacency is our greatest enemy . The hard and detailed work that underpins reforms must 

proceed at pace , but we recognise  that  major reform  take s time and that there are steps that can be 

taken in the short term.  

Business plays a crucial role in employing, investing, innovating, driving productivity growth and lifting 

living standards in the Australian economy , and t he role for government is to ensure the right 

incentives, flexibility and capabilities are in place such that they create an environment where 

businesses can stand up to do more to drive productivity growth.   

For ease of reference, and rather than reiterating recommendations we have recently made in other 

submissions  and reports , we refer to and link relevant materials in the table below.  

 

The Big Questions  Recommendations  

How do we increase productivity 

and raise living standards for all 

Australians?  

We propose policies around budget sustainability, better 

regulation, restoring a sense of proportionality to our  

productivity -stifling industrial regulations system, planning , 

boosting trade and investment , and  improving the tax 

system.  

Federal Election Platform 2025  (pages 9 -11) 

BCA Budget Submission 2025 -26  (pages 15 -23) 

Accelerating Australia’s AI Agenda  

How do we best support 

Australia’s growth industries?  

We propose policies around better supporting innovation , 

ensuring a balanced regulatory approach to the responsible 
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identified by the BCA (and set out below). This will help to unlock future national prosperity and 

improved living standards. 
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complacency is our greatest enemy. The hard and detailed work that underpins reforms must 

proceed at pace, but we recognise that major reform takes time and that there are steps that can be 

taken in the short term. 

Business plays a crucial role in employing, investing, innovating, driving productivity growth and lifting 

living standards in the Australian economy, and the role for government is to ensure the right 

incentives, flexibility and capabilities are in place such that they create an environment where 

businesses can stand up to do more to drive productivity growth. 

For ease of reference, and rather than reiterating recommendations we have recently made in other 

submissions and reports, we refer to and link relevant materials in the table below. 

How do we increase productivity 
and raise living standards for all 
Austra I ia ns? 

How do we best support 
Australia's growth industries? 
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productivity-stifling industrial regulations system, planning, 
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system. 
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The Big Questions  Recommendations  

development and use of  artificial intelligence, and 

incentivising research commercialisation.  

Federal Election Platform 2025  (page 10)  

BCA Budget Submission 2025 -26  (pages 15 -23) 

Accelerating Australia’s AI Agenda  

Strategic Examination of R&D  and the  recent report 

Unlocking Australia’s R&D potential  

Australia’s AUKUS Pillar II Opportunity  

How do we tackle the housing and 

infrastructure crisis?  

We propose policies to boost housing supply by speeding up 

approvals, funding infrastructure critical to new housing, 

growing the construction skill base, reforming anti -housing 

taxes , and improv ing  construction productivity . Under the 

recent changes to the EPBC Act, accreditation of state and 

territory approvals systems must  be delivered , and quickly,  to 

provide for a single approver . 

It’s time to say yes to housing  

Building Australia’s Tomorrow  

Federal Election Platform 2025  (pages 17 -18) 

Regulation Rumble 2025  

The BCA considers state and territory EPBC Act approvals 

accreditation to be the most impactful productivity 

enhancing reform to the permitting  system that the federal 

government can make . Other major enhancement s to 

permitting systems sit at state and local government level.  In 

the absence of accreditation  proceeding , the recent changes 

to the EPBC Act risk being  a step backwards for business.  

How do we deliver affordable and 

reliable energy and achieve net 

zero by 2050?  

We propose policies to support the delivery of affordable and 

reliable energy while also achieving the transition to net zero 

emissions by 2050 , and ensuring industries remain 

internationally competitive on this path . 

Australia 2035 – Maximising our potential  

Federal Election Platform 2025  (page 25)  

BCA Budget Submission 2025 -26  (page 18)  

How do we develop a skilled 

workforce for the future?  

We propose policies to lift the quality of education , improve 

educational integration, s upport the skilling of new 

apprentices, enhance digital skills, support lifelong learning , 

and attract skilled overseas talent to meet urgent needs.  

Federal Election Platform 2025  (page 31 -33)  

BCA Budget Submission 2025 -26  (pages 19 -21) 

How do we deliver the health and 

care services Australians need?  

We propose policies to boost the use of technology, digital 

connectivity across the care sector, and new methods of 

care and treatments to lift productivity; increase access and 

improve health and care outcomes; increase consumer 

The Big Questions 

How do we tackle the housing and 
infrastructure crisis? 

How do we deliver affordable and 
reliable energy and achieve net 
zero by 2050? 

How do we develop a skilled 
workforce for the future? 

How do we deliver the health and 
care services Australians need? 
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the absence of accreditation proceeding, the recent changes 
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Federal Election Platform 2025 (page 31-33) 

BCA Budget Submission 2025-26 (pages 19-21) 

We propose policies to boost the use of technology, digital 
connectivity across the care sector, and new methods of 
care and treatments to lift productivity; increase access and 
improve health and care outcomes; increase consumer 
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The Big Questions  Recommendations  

choice  and transparency; achieve an  efficient use of our care 

workforce , and  a greater emphasis on preventative health 

measures.  

Supporting a Healthy and Productive Nation  

Federal Election Platform 2025  (pages 39 -40)  

BCA Budget Submission 2025 -26  (pages 22 -23) 

General regulatory reform  

The BCA released in 2025 the Better Regulation report. 7 It contains a more than  60  item  reform 

agenda that complements the Big Questions with further smaller, practical steps that can be taken  on 

the path towards substantial reform. These steps can produce quick wins and substantial cumulative 

benefits by reducing frictions in our economy – productivity  comes from doing many things which 

add up to a national shift; it will not be one reform that shifts the dial but the accumulation of many.  

In addition, Australia should adopt the Productivity Commission’s recommendation s 8 to commit to a  

red tape reduction target – with the BCA calling for a  25 per cent reduction in regulatory costs by 

2030  – and undertake a national stocktake of red tape and the impact it is having on the economy.  

Many other jurisdictions are undertaking similar steps. The United Kingdom set a 25 per cent target for 

reduction in business compliance costs by 2029 - this target is equivalent to £5.6  billion ($11.1 billion), 

with £1.5 billion ($3.0 billion) of savings already announced. The European Commission has also set a 

25 per cent target for reduction in business compliance costs by 2029, and a 35  per  cent target for 

small - and medium -sized businesses. This target is equivalent to €37.5 billion ($64.2  billion), with €8.6 

billion ($14.7 billion) of savings already announced .  

One specific European deregulatory initiative is the recently announced “Market integration package” 

aimed at creating  a more integrated, efficient, and competitive financial syste m across the EU. 9 The 

European Commission estimates the reforms will increase economic growth by between €1.36 trillion 

($2.3 trillion) and €3.62 trillion ($6.2 trillion) cumulatively over the next 30 years. 10 Economies such as 

the United States and Canada have offset requirements in order to challenge policy makers to 

remove existing regulation before introducing any new obligations.  

Conclusion   

The  steps  outlined in this submission comprise  policy proposals around making it easier to invest, 

employ, do business, trade and support small businesses. Also included are proposals around 

improving how we make and deal with regulation  – supporting the transition to net zero with 

affordable and reliable energy , and s upporting the modernisation of the Australian ec onomy . 

 

 

 
7 See: https://www.bca.com.au/reports -submissions/reports/better -regulation -report/   
8 Productivity Commission (2025) Creating a More Dynamic and Resilient Economy . 
9 https://finance.ec.europa.eu/publications/market -integration -package_en   
10 Page 97 of European Commission Impact Assessment Report accompanying the proposals, see https://eur -

lex.europa.eu/legal -content/EN/TXT/?uri=CELEX:52025SC0943   
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agenda that complements the Big Questions with further smaller, practical steps that can be taken on 

the path towards substantial reform. These steps can produce quick wins and substantial cumulative 
benefits by reducing frictions in our economy - productivity comes from doing many things which 

add up to a national shift; it will not be one reform that shifts the dial but the accumulation of many. 

In addition, Australia should adopt the Productivity Commission's recommendations8 to commit to a 

red tape reduction target - with the BCA calling for a 25 per cent reduction in regulatory costs by 
2030 - and undertake a national stocktake of red tape and the impact it is having on the economy. 

Many other jurisdictions are undertaking similar steps. The United Kingdom set a 25 per cent target for 

reduction in business compliance costs by 2029 - this target is equivalent to £5.6 billion ($11.1 billion), 

with £1.5 billion ($3.0 billion) of savings already announced. The European Commission has also set a 

25 per cent target for reduction in business compliance costs by 2029, and a 35 per cent target for 

small- and medium-sized businesses. This target is equivalent to €37.5 billion ($64.2 billion), with €8.6 

billion ($14.7 billion) of savings already announced. 

One specific European deregulatory initiative is the recently announced "Market integration package" 

aimed at creating a more integrated, efficient, and competitive financial system across the EU.9 The 

European Commission estimates the reforms will increase economic growth by between €1.36 trillion 

($2.3 trillion) and €3.62 trillion ($6.2 trillion) cumulatively over the next 30 years.10 Economies such as 

the United States and Canada have offset requirements in order to challenge policy makers to 

remove existing regulation before introducing any new obligations. 

Conclusion 
The steps outlined in this submission comprise policy proposals around making it easier to invest, 

employ, do business, trade and support small businesses. Also included are proposals around 

improving how we make and deal with regulation - supporting the transition to net zero with 
affordable and reliable energy, and supporting the modernisation of the Australian economy. 

7 See https//www bca corn au/reports-submissions/reports/better-regulation-report/ 
8 Productivity Commission (2025) Creating a More Dynamic and Resilient Economy. 
9 https//finance eceuropa eu/publications/market-integration-package en 
10 Page 97 of European Commission Impact Assessment Report accompanying the proposals, see https://eur­
lex europa eu/legal-content/EN /TXT /?uri=CELEX52025SC0943 
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Yours sincerely  

 

 

 

Bran Black  

Chief Executive  

Business Council of Australia  

Yours sincerely 

Bran Black 

Chief Executive 

Business Council of Australia 
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