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Appendix 5B 

Government Structure Issues Raised by CEDA in 2005 
 

 

The Committee for Economic Development of Australia (CEDA) produced a paper in 2005 

titled Infrastructure: Getting on with the Job which provides numerous references to the impacts 

of Australia's government structures on infrastructure and the benefits possible through 

improved infrastructure, including as follows: 

 
 
Impacts of Australia's Government Structures On Infrastructure 
 
The CEDA report frequently describes how Australia's government structures and processes 

affect the development and quality of infrastructure, including as follows: 

Australia's institutions seem ill-equipped to provide the right infrastructure over the coming 
decades. State and federal governments are at loggerheads. (CEDA 2005: 4) 
 
Institutional structures – those of Commonwealth, State and Local governments – which have 
served Australia well in decades past now appear unable, and ill-equipped, to grapple with the 
nation's present infrastructure planning and delivery challenge.  (CEDA 2005: 5) 
 
The interplay of governments' fiscal policies of budget surplus/debt reduction, 
vexatious Commonwealth–State financial relations, and political considerations 
present an apparently insurmountable obstacle to overcoming the backlog in 
Australia's infrastructure – and in putting in place fresh institutional structures 
for effective strategies leading to prompt infrastructure provision. (CEDA 2005: 7) 
 
Australia's federal system of government imposes unique complexities and 
constraints on infrastructure investment compared with many other countries. 
Commonwealth–State financial relations have traditionally had a pivotal role 
in infrastructure investment. Equally, institutions at the Commonwealth, State 
and Local levels, differing decision-making processes, legal imperatives and 
ever-changing social and cultural attitudes regarding, for example, the 
environment, the rights of indigenous peoples and social justice, have an 
impact on infrastructure investment decisions. (CEDA 2005: 32) 
 
... of relevance to Australia's current "mixed model" of infrastructure provision, the Premier of 
New South Wales [Carr 2004] states, "... the co-operation of the Commonwealth and States has 
led to major reforms over the past two decades in transport, water, electricity, gas, competition 
law and corporations law. These reforms have contributed to the resilience of the Australian 
economy. And in all these cases the States have essentially ceded power and authority to national 
institutions and regulators". (CEDA 2005: 35) 
 
Long and costly bureaucratic processes are a frequent complaint of private-sector participants 
concerned with infrastructure provision and financing. A new era in public service efficiency and 
delivery would be a welcome development. ... (CEDA 2005: 35) 
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The 2001 Report Card [by Engineers Australia 2001] strongly criticised Australia's costly and 
confusing bureaucratic processes, which retard infrastructure investment and effectiveness ... 
(CEDA 2005: 35) 
 
... a number of significant regulatory impediments ... retard the management, maintenance and 
development of Australia's infrastructure. Major concerns are inconsistencies between States in 
the application of their regulatory frameworks, and difficulties with competition reform.  
Similarly, all three tiers of Government are currently defining environmental requirements for 
infrastructure. This involves infrastructure developers in excessive, overlapping and sometimes 
contradictory approvals processes. Various mechanisms have been introduced to overcome these 
hurdles, including Federal Government intervention through COAG, and National Competition 
Policy. (Engineers Australia 2001: 2, as cited in CEDA 2005: 36) 
 
Decision-making at the governmental level in Australia, which is compounded by our federal 
system, is now widely recognised as a problem and is often exacerbated by lack of 
communication between planning and funding agencies, particularly in road and rail. ...  Not 
only are economic costs imposed on the nation, but social costs, cultural and amenity issues are 
also relevant ... (CEDA 2005: 38) 
 
In energy, progress is occurring towards integration and national consistency of regulation, but 
there are still issues of "turf" and overlap to sort out, and differing approaches to public versus 
private involvement in energy. Climate change policy (also affecting land use) is one key area 
where national consistency has not yet been achieved. (Fitzgerald, in CEDA 2005: 72) 
 
Arrangements between the Commonwealth and the States for provision of infrastructure to 
support major resource projects, vis-à-vis corresponding financial arrangements, are structurally 
dysfunctional. (Fitzgerald, in CEDA 2005: 72) 

 
 
Improved Infrastructure: Perceived Needs and Estimated Costs and Benefits 
 
The following extracts from the CEDA report describe the perceived need for improved 

infrastructure, and estimates of the associated costs and benefits: 

Efficient and productive infrastructure is a prerequisite for economic growth and the 
international competitiveness of nations. The economic services provided by infrastructure are 
essential inputs to production and are also in many cases final consumption goods and services. 
National security, cultural, educational, environmental and personal lifestyle dimensions of 
infrastructure are now also prominent. (CEDA 2005: 5) 
 
Continued productivity growth – in which infrastructure plays a crucial role – will be particularly 
important in managing the emerging challenge of Australia's ageing population. (CEDA 2005: 6) 
 
Numerous studies [see for example Otto and Voss 1996; Pereira 2001; Kam 2001; Song 2002] 
have demonstrated the strong linkage between infrastructure investment and economic growth. 
There is strong evidence that investment in infrastructure has a positive and permanent effect on 
economic output, with a 1 per cent increase in infrastructure spending increasing output by 
between 0.17 and 0.39 per cent. Moreover, investment in infrastructure generates higher returns 
than investment in other sectors of the economy. (CEDA 2005: 6) 
 
Government capital expenditure as a share of GDP, which was around 7.2 per 
cent in the 1970s and early 1980s, has now fallen to a low of 3.6 per cent of 
GDP in 2003–04. Roads investment has fallen from 22 per cent of GDP in the 
1960s to 10 per cent. (CEDA 2005: 6) 
 
Business leaders, politicians, professional economists, local governments, 
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industry and community groups have increasingly expressed concern over the 
decline in Australia's infrastructure investment and have stressed the need for 
action. (CEDA 2005: 6) 
 
Professional evaluation led by Engineers Australia has revealed the very serious 
problems now facing Australia. Rating on a scale of "A" to "D", the 13 sectors 
of ports, airports, telecommunications, electricity, national roads, potable water, 
gas, state roads, waste-water, local roads, storm water, irrigation and rail 
revealed that no infrastructure class received an A, indicating it was sufficient 
for Australia's current and future needs. Only four sectors achieved B ratings, 
indicating a sufficiency to meet current needs but insufficient for the future, 
while the remaining nine sectors slipped into the C and D rankings. (CEDA 2005: 7) 
 
New economic modelling of overcoming Australia's infrastructure backlog (but not of providing 
for future needs) in only five of the key sectors – electricity, gas, rail, roads and water [see 
Econtech 2004] – shows that substantial economic benefits would accrue. GDP would increase 
by 0.8 per cent, business investment by 1.2 per cent, housing investment by 1.8 per cent and 
exports by 1.8 per cent.  Reduced costs – with CPI falling by 3.2 per cent – and improved living 
standards of 0.4 per cent would also flow from action to remedy this backlog in Australia's 
infrastructure. (CEDA 2005: 7) 
 
The key roles in international trade and commerce of transport and communications services, for 
example, give them a measure of significance in a nation's competitiveness far greater than their 
share in the cost of production of goods and services. (CEDA 2005: 11) 
 
There is a serious backlog in infrastructure investment in Australia. The National Infrastructure 
Report Card for 2001 [Engineers Australia 2001] reports that the electricity, gas, water, rail and 
road sectors require urgent investment so that infrastructure is fit for current and future use. Of 
most concern are the rail and road sectors, which are assessed as being in a "disturbing state". 
AusCID [the Australian Council for Infrastructure Development] conservatively estimates the 
current level of infrastructure under-investment in those five sectors alone at $24.8 billion. The 
economic and amenity cost to the nation of this level of the under-investment is high and affects 
every citizen. Analysis by Econtech [2004] for AusCID estimated that if the level of 
infrastructure under-investment is corrected in the five sectors, GDP would rise by 0.8 per cent, a 
wide range of consumer prices would fall and Australia's export performance would be enhanced. 
(CEDA 2005: 26) 
 
Infrastructure is crucial to Australia's economic growth. Efficient state-of-the-art infrastructure, 
promptly installed, reduces business costs, increases consumer welfare and drives higher 
productivity. (CEDA 2005: 77) 

 


