


3

 1  Ensure taxpayers get better value for money by  
auditing government services and performance.

 2  Create jobs by cutting employment taxes  
and red tape.

 3  Protect the NSW Budget by fighting for  
a fairer share of the GST.

 4  End the blame game in hospitals by  
handing funding to the Federal Government.

 5  Move economic growth to the centre of State Government  
decision making by establishing the Department of Business Growth.

 6  Encourage growth in regional NSW through funding government  
and business relocations to regional areas.

 7  Get the politics out of infrastructure  
by establishing Infrastructure NSW.

 8  Take charge of Sydney traffic  
by appointing a Transport Tsar.

 9  Help Sydney prepare for the future  
by creating 10 super councils.

10 Better prepare young people for the workforce by  
improving the HSC for students not attending university.
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In April 2009, NSW Business Chamber set out to identify 

the ideas and solutions that could help NSW reclaim its 

place as the economic engine room of Australia.

Under the NSW – Reclaiming 1st banner, NSW 

Business Chamber hosted four symposiums involving 

over 500 people from business, government, academia, 

and the community to discuss the issues facing NSW. 

Through these activities as well as the active work of the 

Chamber’s policy committees, Regional Business 

Chambers and Local Chambers of Commerce, we have 

put together a raft of proposals that seeks to create a 

new platform for growth in NSW.

NSW Business Chamber firmly believes that for far too 

long, business groups, commentators and politicians 

have spent too much time talking about the problems 

and challenges facing NSW. The 10 Big Ideas to Grow 

NSW is our contribution to redirecting the debate away 

from a culture of negativity and complaint, to one that 

focuses on opportunities and solutions.

There is no copyright on these ideas. Indeed, the 

genesis of all of these ideas has come from others – 

from the 40 experts who spoke at our symposiums, 

from the 500 participants who questioned and 

challenged those speakers, from those who wrote 

papers, and from those who sent letters and took the 

time to participate. And in this spirit of sharing, we hope 

that both sides of politics will take up these ideas and 

claim them as their own.

In coming months, we will release a series of in-depth 

papers that will explore many of the ideas in the  

10 Big Ideas to Grow NSW in more detail. These  

papers will also discuss the practicalities around enacting 

these ideas.

In setting out these 10 Big Ideas to Grow NSW, we 

reject the notion that such a platform would be too 

expensive for NSW. Our view is that it is too costly to do 

nothing. We have learned the hard way about the cost of 

lost and missed economic opportunities. 

Importantly, these big ideas are, in a monetary sense, 

relatively inexpensive or will pay for themselves over 

time. What these ideas do require is a willingness to 

question the status quo, a capacity to challenge vested 

interests and a desire to make decisions based on the 

broader public good.

NSW Business Chamber hopes these 10 Big Ideas to 

Grow NSW will help shift the debate in NSW away from 

that of blame and complaint, to a debate over solutions 

and opportunities. We look forward to hearing your 

views on these big ideas.

Yours sincerely

 

Roger Hood Stephen Cartwright 

President Chief Executive Officer 

Foreword
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In the early 1990s NSW turned a big idea into a reality – 

it brought the Olympics to Sydney.

The Olympics forced the hand of government to 

fast-track infrastructure, to remove red tape and to make 

things happen. In every area, NSW led Australia.

In recent years, NSW has lost its way. Growth has 

slowed. Unemployment is above the national average 

and Victoria, Queensland and Western Australia are 

experiencing the fruits of growth and investment.

NSW needs to embrace a renewed sense of purpose, 

urgency and energy. 

In acknowledging this, NSW Business Chamber does 

not subscribe to a view that the NSW economy is in 

crisis, or that the State’s businesses are not vibrant or 

competitive. We simply believe that NSW can be doing 

better – and that NSW should be doing better. It should 

seek again to be the first state of Australia in which to  

do business.

We don’t pretend change is easy – the best of managers 

would be tested in undertaking a change program within 

a government that has over 100 agencies, employs over 

300,000 people and that spends approximately $1 billion 

each and every week.

Throughout 2009, NSW Business Chamber undertook 

four policy symposiums involving over 500 participants 

from business, government, community organisations 

and its members throughout NSW. The participants in 

the events were asked the question “What does NSW 

have to do to reclaim 1st place?” From the NSW – 

Reclaiming 1st symposiums, 10 big ideas emerged. 

The ideas are captured within four themes:

Boosting the Economy>>

Improving Infrastructure>>

Reducing the Burden on Business>>

Reforming Government>>

Executive summary
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NSW Business Chamber rejects the idea that a platform 

of big ideas would be too costly for NSW. Rather, we 

would argue it is too expensive to do nothing. 

Most of our big ideas are relatively inexpensive, or pay 

for themselves over time. Each of these ideas requires a 

willingness to question the status quo, a capacity to 

challenge vested interests and a willingness to make 

decisions based on the public good. 

The centrepiece of our 10 Big Ideas to Grow NSW 

policy platform is the establishment of a three year 

Commission of Audit, which will seek to improve 

performance through accountability, benchmarking, 

governance and by identifying areas of efficiency and 

saving. We believe such an Audit can, at the very least, 

find efficiencies within the NSW Budget of at least 2% 

by 2014-15. 

Such a program takes courage. Whilst such a path has 

its risks, this is less risky than doing nothing and letting 

the issues facing NSW accumulate. 

There is no copyright on these ideas. We encourage 

both sides of politics to embrace them, make them their 

own and make them part of a reform agenda for NSW. 

They are costed with the $1.9 billion in tax cuts and 

expenditure items conditional on the Commission of 

Audit improving the NSW Budget outcome by at least 

2% by 2014-15. Under the proposals outlined in 10 Big 

Ideas to Grow NSW, NSW will have combined Budget 

surpluses of $1.1 billion for (2011-12 and 2012-13) and 

improve the budget outcome for 2013-14 and 2014-15 by 

a combined $640 million. 

Throughout 2010, NSW Business Chamber will build on 

this platform of ideas by releasing four in-depth policy 

papers covering NSW’s finances, infrastructure, skills 

and governance.

This document details the big ideas that can shape NSW 

over the coming decade:
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1  Ensure taxpayers get better value for 
money by auditing government services and 
performance.

Establish a Commission of Audit. The Commission of 

Audit will drive the change necessary throughout 

Government to improve performance. The Commission 

will exist for three years and provide nine reports 

covering – Public sector work practices; public sector 

agreement making; management of infrastructure and 

assets; costs of service delivery; private sector 

involvement in service delivery; management of 

infrastructure budget; budget sustainability; performance 

and funding of local government, and appropriate 

benchmarking. The Commission to identify 2% savings 

across government, providing savings in excess of  

$1.2 billion per year.

2  Create jobs by cutting employment taxes  
and red tape.

Cut Payroll tax to 4.95% by 2015. On average NSW 

businesses pay $1,870 in payroll tax per employee, 

compared to $1,498 in Victoria. A 4.95% payroll tax rate 

would benchmark NSW’s rate against that of Victoria. 

The total cost of the payroll tax plan would be $1.9 billion. 

Commission the Australian Taxation Office to 

administer State taxes and debtors. 79% of 

businesses rate the red tape associated with taxation to 

be moderate or high. NSW Businesses have to deal with 

two separate tax agencies (the Office of State Revenue 

and the Australian Taxation Office), with differing 

definitions, return dates and ways of collecting taxation. 

NSW should commission the ATO to administer the 

NSW tax system and align definitions, reporting and the 

timing of payments within the ATO’s existing business 

practices. This should reduce compliance costs for NSW 

businesses and the total cost of collecting the proceeds 

of state taxes and charges. 

Refer the recommendations of the Henry 

Committee to the bipartisan Public Accounts 

Committee. The Public Accounts Committee is a 

bipartisan committee of the NSW Parliament and 

provides the right forum whereby both parties can take a 

bipartisan approach to reviewing the recommendations 

of the Henry Review. 

3  Protect the NSW Budget by fighting for a 
fairer share of the GST.

Actively oppose Commonwealth Grants 

Commission plan to strip $2 billion from NSW over 

the forward estimates. NSW has provided almost $15 

billion in subsidies to other States and Territories since 

2000-01. The Commonwealth Grants Commission 

planned changes to the GST formula will cost NSW an 

additional $2 billion in the coming three years. The 

complicated GST distribution formula is unsuited to a 

modern, vibrant, international economy.

4  End the blame game in hospitals by handing 
funding to the Federal Government.

Hand health funding responsibility to the Federal 

Government. The ageing of the population will put 

great pressure on the NSW Budget. Currently one in 

seven people are over the age of 65 and this will 

progressively increase to one in four by 2050. Federal 

Treasury modelling projects that by 2032, NSW 

Government expenditure on hospitals will increase to 

55% of all government expenses. This is equivalent to 

(in today’s terms) to an additional $15.4 billion in health 

funding. Without action, such a dramatic increase in 

health care demand could only be funded through the 

following unpalatable options such as tax increases, cut 

to services or increases to waiting lists.

5  Move economic growth to the centre of State 
Government decision making by establishing 
the Department of Business Growth.

Establish a Department of Business Growth. NSW 

requires a Department of Business Growth to identify 

and solve the structural inefficiencies which are 

stagnating economic growth in NSW. The Department 

of Business Growth, accountable to the State Treasurer, 

will co-ordinate efforts to attract and retain overseas and 

Executive summary
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interstate business, spearhead efforts to cut red tape 

and to remove the impediments to business investment 

and growth.

Appoint a Small Business Commissioner for NSW.  

A Small Business Commissioner would provide small 

business with an advocate and dispute resolution 

mechanism in dealing with big business. The Small 

Business Commissioner would be modelled on the highly 

successful commission in Victoria which deals with over 

1,350 disputes a year with an 80% success rate.

6  Encourage growth in regional NSW through 
funding government and business relocations to 
regional areas.

Promote Regional NSW through the establishment 

of a $250 million Develop Regional NSW Fund. The 

presence of major businesses and government 

institutions in regional areas can provide long term 

stimulus to local regions and economies. The Develop 

Regional NSW Fund would assist businesses, 

departments and agencies to re-locate or build new 

facilities outside the Sydney Metropolitan Area. The Fund 

would be allocated through a competitive process with 

funding awarded on the basis of demonstrated long term 

economic benefits to a region.

7  Get the politics out of infrastructure by 
establishing Infrastructure NSW.

Establish Infrastructure NSW. NSW needs a single 

agency responsible for the oversight and management 

of infrastructure planning, development, funding and 

implementation. The agency, Infrastructure NSW, should 

operate at ‘arm’s length’ from government and provide 

detailed cost-benefit assessments for major projects.

8  Take charge of Sydney traffic by appointing  
a Transport Tsar

Appoint a Transport Tsar. A ‘business as usual’ 

approach in transport will not meet the growing 

challenges NSW faces in moving its people and freight 

in a timely, cost effective and sustainable way. NSW 

needs a Transport Tsar with complete powers to align 

and integrate the operations and functions of all of 

NSW’s transport and road agencies.

Introduce Integrated ticketing by 2012. Delivering 

integrated ticketing is the defining test of the 

Department of Transport and Infrastructure’s ability to 

deliver connectivity, efficiency and integration to NSW’s 

transport and roads agencies.

Develop a Demand Strategy for Sydney Roads and 

Transport. For too long, the issue of transport and road 

management has been seen only through the lens of 

increasing supply. NSW needs to develop an active 

strategy of demand management during peak periods 

and provide incentives to flatten out the peak. Such 

incentives would include variable tolling across the 

network, off-peak pricing for public transport, changes in 

public sector work practices and incentives for 

businesses to shift working hours.

9  Help Sydney prepare for the future by 
creating 10 super councils.

Create ten strong super councils in Sydney. The 

Sydney Metropolitan Area has 41 councils resulting in a 

patchwork approach towards planning, growth and 

infrastructure. Sydney should have ten strong super 

councils which are aligned with the subregions of 

Sydney identified in the Metropolitan Strategy. 

10  Better prepare young people for the 
workforce by improving the HSC for students 
not attending university.

Make the HSC more responsive to the 70% of 

students who do not undertake tertiary study. The 

HSC must be considered as more than a ranking for 

university, but as the primary way society helps young 

people make the difficult transition to adulthood. A 

Green Paper scoping the issues relating to vocational 

education and training in the HSC should be released in 

2011 and a more detailed White Paper making detailed 

recommendations released in 2012. Ensuring students 

are employable and workplace ready is critical in 

ensuring the long-term competitiveness of NSW.
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Costing 10 Big Ideas to Grow NSW

2011-12 2012-13 2013-14 2014-15 Total

1 Commission of Audit -266.3 -575.7 -909.9 -1,290.0 -3,041.9

2 Tax Reform 185.0 390.0 545.0 787.0 1,907.0

3 GST Reform – – – – –

4 Hand over of Hospitals – – – – –

5 Department of Business Growth 15.5 13.0 13.5 14.1 56.1

6 Develop Regional NSW Fund 43.2 43.1 44.2 43.6 173.9

7 Infrastructure NSW 12.0 7.3 7.6 7.9 34.8

8 Transport Tsar 35.0 10.4 10.8 – 56.2

9 Sydney Super Councils 17.0 27.3 37.6 47.9 129.8

10 HSC Green Paper and White Paper 3.0 8.0 – – 11.0

Total Cost 45.4 -76.6 -251.2 -389.7 -672.1

Current NSW Budget Projections 554.0 528.0 – – –

NSW Budget including 10 Big Ideas 508.6 604.6 251.2 389.7 1,754.1

Executive summary

Summary of NSW – Reclaiming 1st Symposiums

Improve 
infrastructure

Boosting the 
economy

Reducing burden 
on business

Reforming 
government

Appoint a Commission of Audit √ √ √

Cut payroll tax to 4.95% √ √

Commission the Australian Taxation Office to administer State 
taxes

√ √

Bi-partisan approach to Henry Review √ √

Reform the GST formula √

Hand funding of public hospitals to Federal Government √

Establish a Department of Business growth √ √

Appoint a Small Business Commissioner  √

Establish a $250 million Develop Regional NSW Fund √ √

Establish Infrastructure NSW √ √ √

Appoint a Transport Tsar √ √ √

Integrated Ticketing System by 2012 √

Demand Management Strategy for Roads and Transport √ √

Establish 10 Super Councils in Sydney Metropolitan Area √  √ √

Creation of the Metropolitan Sydney Planning Committee √  √ √

Make Higher School Certificate more responsive to the 
employability needs of students not seeking Tertiary study

√ √
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Costing Breakdowns for 10 Big Ideas to Grow NSW

2011-12 2012-13 2013-14 2014-15 Total

1 Commission of Audit -266.3 -575.7 -909.9 -1,290.0 -3,041.9

Cost of Commission of Audit 20.0 20.8 21.6 – 62.4

Targeted savings across Government -286.3 -596.5 -931.5 -1,290.0 -3,104.3

2 Tax reform 185.0 390.0 545.0 787.0 1,907.0

Payroll tax 185.0 390.0 545.0 787.0 1,907.0

ATO administration of State taxes – – – – –

Bipartisan approach to Henry review – – – – –

3 GST reform – – – – –

4 Hand over of Hospitals to Federal Government – – – – –

5 Department of Business Growth 15.5 13.0 13.5 14.1 56.1

Establishment of Department 5.0 – – – 5.0

Expanded Departmental capabilities 7.5 10.0 10.4 10.8 38.7

Office of the Small Business Commissioner 3.0 3.0 3.1 3.3 12.4

6 Develop Regional NSW Fund 43.2 43.1 44.2 43.6 174.1

Fund establishment and management 0.6 0.4 0.4 0.5 1.9

Fund financing 62.5 62.5 62.5 62.5 250.0

Abolition of other regional funds -19.9 -19.8 -18.7 -19.4 -77.8

7 Infrastructure NSW 12.0 7.3 7.6 7.9 34.8

Establish Infrastructure NSW 5.0 – – – 5.0

Establish PPP Unit – – – – –

Expand role of Co-ordinator General – – – – –

Operational costs 7.0 7.3 7.6 7.9 29.8

8 Transport 35.0 10.4 10.8 – 56.2

Establish Office of Transport Tsar – – – – –

Accelerated integrated ticketing 25.0 – – – 25.0

Sydney demand strategy 10.0 10.4 10.8 31.2

9 Sydney Super Councils 17.0 27.3 37.6 47.9 129.8

Merger costs 10.0 20.0 30.0 40.0 100.0

Super Council Unit 5.0 5.2 5.4 5.6 21.2

Planning Committee Secretariat 2.0 2.1 2.2 2.3 8.6

10 HSC 3.0 8.0 – – 11.0

Green Paper 3.0 – – – 3.0

White Paper – 8.0 – – 8.0
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The challenge for all governments is to maximise the 

value of every dollar they spend or invest.

The NSW Government Budget is in excess of $55 billion1 

and the government employs in excess of 300,000 full 

time staff.2 The State owns and manages in excess of 

$200 billion3 in assets. In an organisation of this size, 

small inefficiencies can cost tens of millions of dollars.

The 2006 NSW Audit of Expenditure and Assets 

reported that the NSW Budget had consistently seen 

yearly expenditure increases of 6%.4 The 2009-10 Half 

Yearly Review reports an 8.8% increase in expenditure 

over 2008-09.5 The long term challenge for the NSW 

Budget is to contain discretionary spending, particularly 

when public sector wages make up half of all costs.

NSW needs an independent audit to ensure taxpayers 

are getting a maximum return on expenditure and a 

maximum return on state assets. The establishment of a 

Commission of Audit would create a culture of 

continuous improvement to drive productivity and 

produce better outcomes for citizens.

The Commission of Audit into the Activities and Services 

of the NSW Government, undertaken by an independent 

panel, would consider public sector, business and 

community input and be empowered to compel 

evidence and the provision of documents and advice 

from all NSW government agencies.

The Audit would include, but not be confined to report 

on the following:

Public sector work practices;>>

Public sector agreement making;>>

Returns on infrastructure and assets;>>

Costs of service delivery;>>

Opportunities for improved government services >>

through greater private sector involvement in  

service delivery;

Management of infrastructure budget;>>

Ensure taxpayers get better value for money   by auditing 
government services and performance

1
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Medium to long term budget sustainability; >>

Performance and funding of local government, and >>

Use and applicability of appropriate national and >>

international benchmarks in all areas of expenditure, 

service delivery and outcomes.

The Audit would be conducted over a three-year period 

with regular public reports every four months. The 

Commission of Audit would be the driver of a reform 

agenda within government and have a three-year 

lifespan. We believe it should set itself a target of 

delivering 2% savings across government by 2014-15, 

providing cumulative savings of $3 billion.6

The Audit team should be encouraged to draw together 

its staff from the private sector, respected government 

agencies such as IPART, the Auditor-General, Victoria’s 

Department of Premier and Cabinet and the Productivity 

Commission. 

In each of the areas of inquiry, the Audit’s objective will 

be to assess if NSW taxpayers are receiving the best 

value possible, through cost effective provision of 

services, the optimal management of government 

assets, the planning and management of infrastructure 

projects and public sector employment practices. 

Frontline services should be included in the audit 

ensuring that they are providing complete value  

for taxpayers. 

Areas expected to be included in such an audit  

would be:

Greater community access to government facilities >>

such as TAFEs and schools;

Advantages and disadvantages from greater  >>

co-location and sharing of government services  

and assets. (eg schools and TAFEs, schools and parks, 

emergency services such as Police and Ambulance, 

etc);

Review of the privatisation of government assets, >>

including electricity and commuter ferry services;

Ensure taxpayers get better value for money   by auditing 
government services and performance
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Seeking to improve the operational and financial >>

performance of CityRail through greater private sector 

involvement in the organisation. Audit to identify 

possible areas of private sector involvement (eg 

cleaning services, security, operation of train stations);

Investigate the various costs and benefits of >>

overhauling the bus and rail ticketing systems to 

provide a system less costly to administer and enforce 

and the benefits passed on to patrons of public 

transport;

Identify potential savings through greater competition >>

in road building. Audit to analyse cost/value of RTA 

road building services versus services provided by 

private sector;

Identify ways of strengthening support services for >>

frontline agencies. The Audit should examine the 

opportunities for increased private sector involvement 

in service areas that support frontline services, such 

as health and education; and

Undertake an interstate comparison of work practices >>

and conditions in key staffing areas such as police, 

hospitals, community services and schools, with a 

view to finding savings that can be re-applied to the 

provision of frontline services.

It is anticipated that a Commission of Audit would 

provide the NSW Government with significant savings, 

improvements in service delivery and create the 

foundation for ongoing improvements across all areas of 

government. Such savings could be used to strengthen 

the balance sheet of NSW and provide substantive tax 

relief for NSW taxpayers.

Cost of Proposal

2011-12 2012-13 2013-14 2014-15

Cost of Commission of Audit $20.0m $20.8m $21.6m -

Targeted savings across government  -$286.3m -$596.5m -$931.5m* -$1,290m*

Total -$266.3m -$575.7m -$909.9m -$1,290m

* based on assumption of yearly 4% increase in forward estimates

Key Decision

Establish a Commission of Audit into the Activities 

and Services of the NSW Government

Supporting Decisions

Establish an Audit team from private sector and >>

appropriate NSW, interstate and Federal  

Government agencies;

Audit to Report on nine areas of investigation, and>>

The Commission of Audit to be subject to a three-year >>

sunset provision.

Ensure taxpayers get better value for money by auditing 
government services and performance
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The Commonwealth Government has commissioned the 

Australia’s Future Tax System Review Panel (Henry 

Review). The Henry Review, due to be released in the 

first quarter of 2010, is expected to kickstart a debate 

regarding Federal and State taxation. 

Given this debate is expected to extend long past the 

next Federal and State elections, nothing about the 

Henry Review should prohibit a continued debate, within 

the context of competitive federalism, about the 

operation and levels of state taxation in NSW.

Historically, NSW has had the highest collection of state 

taxation per capita. However, Western Australia now 

collects the highest levels of taxation per capita at 

$3,470, compared to $3,083 for NSW and $2,973 for 

the Australian average.7

As has been highlighted by the various submissions  

to the Henry Review, the challenge is to find the  

optimal tax mix with the simplest administrative burdens 

for business.

In making these recommendations, business is mindful 

that taxes provide the funding for infrastructure and 

services that contribute to state competitiveness and 

productivity. It is also mindful that it is in no one’s 

interest for the State balance sheet to deteriorate or for 

NSW to lose its AAA Credit Rating. The AAA rating, as 

the highest rating possible for debt, allows the NSW 

Government to borrow at the lowest possible cost.

Cut Payroll Tax to 4.95% by 2015

Economists see payroll tax as an “efficient tax” in that it 

is broad based and collections allow minimal dislocation 

within an economy. An alternative economic argument, 

supported by business, is that payroll tax discourages 

employment and in an internationally competitive 

economy, increases the cost of providing most goods 

and services.

Payroll taxes across Australia add $16 billion to the cost 

of employment.8 Employment creation is the ultimate 

Create jobs by cutting employment taxes and   red tape

2
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social good provided by business in an economy. To tax 

employment is to provide a disincentive to undertake 

this positive activity.

Unlike company tax, which is a tax on profits, payroll tax 

is paid when companies are profitable and unprofitable. 

Further, payroll tax is a cost of production and is 

incorporated into the cost of every export.

In recent years, payroll tax throughout Australia has 

increased from 4.1% of all tax collections to 4.6% of all 

collections.9 In 2007/08 $15.5 billion10 was collected 

nationwide. This is the same amount as is collected in all 

stamp duties on property and more than is collected 

through levies and excise on fuel ($15.1 billion).11

Payroll taxes need to be reduced. In this regard, “a race 

to the bottom” is what is needed as a means of shifting 

towards fairer business taxes. A fairer business tax is a 

tax that does not undermine competitiveness and is paid 

on profits rather than expenses.

As has been discovered throughout the GFC, the best way 

to insulate a country from an economic shock is to have 

as many people as possible in jobs. Payroll tax is an active 

disincentive for businesses to take on additional staff. 

NSW has one of the highest payroll tax rates in Australia 

at 5.65%. The NSW Government in recent years has cut 

the rate from a peak of 6.4% in 2001. Whilst the payroll 

tax rate has been falling, NSW collects more per 

employee in payroll tax than Queensland and Victoria.12

Payroll tax by state
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Create jobs by cutting employment taxes and   red tape
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NSW also collects a greater share of its revenue as payroll 

tax than the average of the other Australian States.13

Payroll tax NSW
Other taxes

Other taxes 11.5%

Insurance taxes

Insurance taxes 
9.9%

Land tax

Land tax10.4%

Motor vehicle taxes

Motor vehicle taxes 
11.4%

Stamp duties

Stamp duties 23.3% Payroll tax

Payroll tax 33.4%

 

Payroll tax for the rest of Australia

Other taxes 13.3%

Insurance taxes
7.0%

Land tax 7.0%

Motor vehicle taxes
12.5%

Other taxes

Insurance taxes

Land tax

Motor vehicle taxes

Stamp duties

Stamp duties 31.7% Payroll tax

Payroll tax 28.4%

NSW should benchmark the payroll tax rate to that of 

Victoria. Victoria has a payroll tax rate of 4.95%. We 

believe a reduction in the rate is achievable over a four 

year time frame. Our proposed payroll tax rates from 

2010/11 to 2014/15 are: 

2010/11	 5.50% 

2011/12	 5.35% 

2012/13	 5.20% 

2013/14	 5.10% 

2014/15	 4.95%

The cumulative cost of reducing payroll tax rates to  

4.95% over five years is $1.9 billion.

Estimated cost of payroll tax cuts

Budget year Current rate Proposed rate Budget projections Revenues after cuts Cost of rate cuts

2010/11 5.65% 5.50%* $6,558m $6,558m Nil

2011/12 5.65% 5.35% $6,780m $6,595m $185m 

2012/13 5.65% 5.20% $7,148m $6,758m $390m

2013/14 5.65% 5.10% $7,498m** $6,953m ** $ 545m

2014/15 5.65% 4.95% $7,866m** $7,079m ** $ 787m

* Payroll tax rate is currently 5.65% and will be cut to 5.50% on 1 
January 2011 and reduction is already costed into the Forward Estimates.
**NSWBC estimate (based on a 4.9% increase in revenues)

ATO to Administer All State Taxes and 
Debts 

NSW businesses pay tax to the Australian Taxation 

Office (ATO) and the Office of State Revenue (OSR). 

The ATO and OSR have different administrative 

arrangements, including collection dates and 

mechanisms for payment. 

In 2008/09 the Office of State Revenue collected over 

$15.9 billion14 from NSW taxpayers. The cost of 

administering the Office of State Revenue in 2008/09 

was about $105 million.15 

Create jobs by cutting employment taxes and red tape
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The costs of collecting state taxes to the NSW 

Government is $0.60 per $100 and the cost of collecting 

fine revenue is $11.02 per $100.16 This compares with 

the State Revenue Office of Victoria which has a state 

tax collection cost of $0.47 per $100.17 The $0.13 

difference in collection rates for state taxation equates 

to an additional $20.3 million in collection costs for the 

NSW Government.18

The 2009 NSW Business Chamber Red Tape Survey 

reported that 79% of NSW businesses consider the time 

involved in complying with various state and federal tax 

requirements to be moderate or high. 55% of NSW 

businesses who deal with the Office of State Revenue 

said the levels of red tape required by OSR were 

“moderate” or “high”.19 

One way to reduce compliance costs for NSW 

businesses is to reduce the number of agencies that 

businesses are required to interact with and to make the 

interface between state and federal taxation seamless.

To this end, the NSW Government should enter into an 

arrangement with the ATO to collect NSW taxes  

(ie payroll tax, stamp duties, land taxes, and gambling 

taxes) on behalf of the NSW Government. This will  

allow the State Government to abolish the Office of 

State Revenue. 

The collection of payroll tax could be seamlessly 

integrated with the existing PAYE tax system. Similar 

integration could occur with land tax and business and 

personal tax returns.

The ATO could also integrate the collection of NSW 

taxes with its own collection and align definitions, 

choose consistent collection dates for small business 

taxes and identify ways of integrating the systems so 

that it assists in terms of administration and cash flows.

Significant saving can also be made to the cost of 

collecting fine revenue. The collection of fines could be 

integrated into ATO debt collection and where 

appropriate deducted from Centrelink payments.

The use of one tax collection agency instead of two, will 

cut costs to business and government, reduce red tape 

and improve the quality of tax administration for 

businesses and taxpayers throughout NSW.

The Public Accounts Committee Should 
Take a Bipartisan Approach to the Henry 
Taxation Review Recommendations

A bipartisan and long term approach to the Henry Tax 

Review recommendations is required for NSW to make 

appropriate structural adjustments to its revenue base 

and expenditure patterns. 

2010 is a Federal Election year and marks the start of 

the final stage of the current NSW electoral cycle. 

Pressure will be on all political parties to play politics 

with the Henry Review either through ruling out any 

reform that might produce “a winner” and “a loser,” or 

by claiming that the other side’s support of tax reform 

constitutes a commitment to increase taxes. 

NSW needs a bipartisan approach to reviewing the 

recommendations of the Henry Review. 

The mechanism for such a bipartisan approach is the 

NSW Parliament’s Public Accounts Committee (PAC).

The PAC is a bipartisan committee of the Legislative 

Assembly made up of Government, Opposition and 

members of the crossbenches. The Committee, with 

the support of the Treasurer and Shadow Treasurer, 

should provide the necessary mechanism by which 

NSW can respond to the recommendations of the Henry 

Review without being subject to political pressures. 

The PAC provides the necessary participation of both 

parties to take a shared approach to taxation and involve 

the business community and other stakeholders in its 

deliberations, which is in NSW’s long term interests.
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Cost of Proposal

2011-12 2012-13 2013-14 2014-15

Cuts to Payroll tax rate $185m $390m $545m $787m

Total $185m $390m $545m $787m

* based on assumption of yearly 4% increase in forward estimates

Key Decisions

Progressively cut payroll tax to 4.95% over  

four years.

Abolish Office of State Revenue (OSR) and 

outsource all collection of fines and taxes to the 

Australian Taxation Office (ATO)

Refer NSW’s response to the Henry Taxation Review 

to the NSW Parliament’s bi-partisan Public 

Accounts Committee.

Create jobs by cutting employment taxes and red tape
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NSW, Victoria, Western Australia, Queensland and ACT 

to receive per capita allocations of GST Revenue.

The Commonwealth Grants Commission (CGC) presides 

over a complex and convoluted formula that re-allocates 

the Goods and Services Tax (GST) according to 

perceived measures of equality.

The CGC formula involves over 400 measures and 

involves complex submissions by each State and 

Territory Government. The distribution of the billions of 

dollars of Commonwealth funding is done via a complex 

formula that few understand. 

The most recent Draft Report of the CGC recommends 

that $527 million a year in GST revenue be taken away 

from NSW on the grounds that NSW needs “to spend 

less than average on new infrastructure”.20 The Draft 

Report also recommends that NSW lose an additional 

$242 million a year in GST revenue because NSW has 

too many roads and too few cars.21 

The aim of the formula is to ensure that Commonwealth 

funding and GST revenues are distributed in such a way 

that all states have the same fiscal capacity to deliver 

services to their populations. Technically this is referred 

to as horizontal fiscal equalisation (HFE). However, the 

theory of HFE is different than its practice. The 

complicated GST distribution formula is more suited to a 

command and control economy than a modern, vibrant, 

international economy.

The CGC needs urgent reform to move Federal-State 

funding relations into the 21st century.

In 2009/10 the Commonwealth Government will transfer 

$91.9 billion22 to governments across Australia. This is a 

combination of a redistribution of GST revenue ($41.3b), 

National Partnership Payments ($24.2b) and National 

Specific Purpose Payments ($24.4b) and other 

payments for specific purposes ($1.4b). 23 

Protect the NSW Budget by fighting  
for a fairer share of the GST

3
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NSW cross-subsidies (based on population) paid to other States and Territories.24

QLD $m WA $m SA $m TAS $m ACT $m NT $m TOTAL$m

2000-01 60.5 – 191.4 201.4 37.1 501.8 992.2

2001-02 5.9 – 181.9 185.2 47.4 453.9 874.3

2002-03  40.2 – 244.5 248.4 56.0 582.9 1,172.0

2003-04 76.6  – 305.2 305.4 59.8 690.2 1,437.1

2004-05  253.8 78.3 340.3 336.2 61.5 783.3 1,853.5

2005-06 215.6 67.8 361.2 357.2 70.6 849.8 1,922.2

2006-07 155.8 11.0 388.9 400.4 87.9 1,015.9 2,059.7

2007-08 51.3  – 412.2 378.7 91.9 991.7 1,925.8

2008-09  – – 333.2 298.1 80.0 847.2 1,558.5

2009-10  – – 205.3 159.4 48.7 489.5 902.9

TOTAL 860 157 2,964 2,870 641 7,206 14,698

Protect the NSW Budget by fighting  
for a fairer share of the GST

Since 2000/01, the CGC has transferred $14.7 billion of 

NSW’s GST revenue to other States and Territories, 

including $860 million to Queensland. The CGC plans 

further changes to the GST formula in 2010-11 which will 

cut NSW’s GST distribution by an additional $2 billion 

over the forward estimates.25 This will have a significant 

impact on service delivery and infrastructure funding. 

NSW must undertake an active campaign to stop this 

change in the Federal Government’s allocation of  

the GST.
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Under the new proposed CGC formula26 NSW will again 

subsidise Queensland into the foreseeable future. This is 

despite the fact Queensland has had growth in excess of 

NSW for a decade and that Queensland’s unemployment 

rate has been consistently below NSW’s. 

According to the Australian Bureau of Statistics, average 

total earnings per person in Queensland is $955 

(weekly), compared to $955.10 in NSW.27 To suggest 

there are gaps in levels of equality between states like 

Queensland and NSW is a fiction. This is particularly so, 

when noting the equivalent earning in Tasmania are $772 

and in South Australia $842.28

There are two key weaknesses in the current way the 

CGC approaches the calculation of the GST formula. 

First, the formula for GST distribution needs to be 

simplified to improve transparency and reduce the cost 

of executing the redistribution. Second, there needs to 

be a closer link between program funding and delivery.

The formula can be simplified by recognising the 

strengths of the NSW, Victorian, Western Australian, 

Queensland and ACT economies and providing each of 

the State and Territory economics with a straight line per 

capita allocation of GST funding. 

Delivering real fairness from the GST formula

Under the NSW Business Chamber proposal, NSW, 

Victoria, Queensland, Western Australia and the ACT will 

be quarantined from the vagaries of horizontal fiscal 

equalisation. The residual GST funds can then be pooled 

to redress the horizontal fiscal imbalance that remains 

amongst the other States and Territories.

NSW Business Chamber recognises that Tasmania, 

South Australia and the Northern Territory will need 

additional funding, over and above the per capita 

allocation of GST, as a means of honouring the 

Federation’s commitment to economic fairness and 

equality. However, the means by which additional 

payments are administered and allocated must change. 

Historically, the CGC has been focused on how to best 

distribute a pool of funds. It has not been concerned 

about the amount, or quality of, service delivery. This 

has meant that funds allocated for equity purposes have 

not been required to be spent on those social needs.29

The CGC must move away from the current system 

which is focused on funding distributions – and leaves 

service delivery as a second-tier consideration. The 

current system creates perverse outcomes, such as:

Good service delivery is not guaranteed as there is no >>

obligation for states to actually spend the funds in the 

designated areas. 

The focus on ‘capacity to raise funds’ means that, in >>

some instances, states that cut their taxes are 

penalised via the CGC distribution.

The complexity of the system leads to high >>

implementation costs, with many state tax and 

spending decisions having CGC implications that need 

to be analysed, monitored and taken into account.

This approach would improve transparency of the >>

process and would also reduce the implementation 

costs of the redistribution system. 

This is how the CGC operated in the early days of the >>

Federation – focusing on the distribution of special grants 

for states that needed some additional assistance.

This distribution would be complemented by >>

Commonwealth payments for specific health, 

education and indigenous programs – along the lines 

of the National Partnership Payments process.30

Increased use of National Partnership Payments

This proposal, to introduce a per capita GST distribution 

model, complements the recent reforms to 

Commonwealth payments.

The latest Intergovernmental Agreement (IGA) has seen 

the introduction of National Partnership Payments 

(NPPs) for health and education. These payments are 

partially quarantined from the CGC process. 

Under the NPP system, states are paid in three 

payments to support the delivery of specified outputs or 

projects; facilitation payments to implement reforms; 

and reward payments given to those jurisdictions that 

deliver on nationally significant reforms. 

Protect the NSW Budget by fighting for a fairer share  
of the GST
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The project payments are part of the CGC process, but 

the facilitation and reward payments are not. This means 

that if a state gets a bonus payment for achieving targets 

around a program they are not penalised with a cut in 

funds via the CGC process. 

This process has three key benefits:

Improves data collection;>>

Improves transparency, and>>

Rewards states that meet service delivery targets.>>

The NPP system also allows the Federal Government to 

increase direct funding across a range of policy areas 

that have measurable outcomes. In addition, states are 

compelled to spend these funds on the designated areas 

and incentivised to achieve agreed outcomes. 

This leads to a Commonwealth-state funding 

arrangement that is driven by service delivery outcomes 

not revenue distribution. NPPs put service delivery at 

the centre of the policy process.

Increasing the use of NPPs, alongside a per capita GST 

distribution for the major state economies, would make for 

a fairer and simpler Federal-State funding arrangement. 

Those states that needed additional assistance (beyond a 

per capita distribution) would also still have a pool of funds 

to access to help with horizontal equalisation challenges. 

Key Decision 

Commonwealth Grants Commission to provide per 

capita GST payments for NSW, Victoria, 

Queensland, Western Australia and the ACT.

Supporting decisions 

Simplify the allocation for South Australia, Tasmania >>

and the Northern Territory by providing funding over 

and above per capita distributions.

Increase the use of National Partnership Payments  >>

to put service delivery at the centre of the 

Commonwealth-State funding process.

Gross State Product  
per capita – 2000 to present31
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NSW is heading towards a US style hospital system if 

reform is not undertaken in health services. Such a 

system will limit access to hospitals through a dramatic 

expansion of hospital waiting lists.

Put simply, the NSW Budget cannot afford the growth in 

health expenditure that is coming due to the ageing of the 

population. Currently 14% (one in seven people) of the 

Australian population is over the age of 65 and this will 

progressively increase to 23% (one in four) by 2050.33 

The concerning aspect of such an ageing of the 

population is that health costs escalate significantly as 

people age. On average, the annual per capita public 

hospital cost of a person over the age of 65 is over 

300% higher than a citizen under the age of 65. 

This is not just a NSW State Government problem,  

but a problem for all State and Territory Governments 

across Australia.

End the blame game in hospitals by  
handing funding to the Federal Government

Admitted patient expenses for those born in English and non-English  
speaking countries34 

Language background Age Expenses per capita $

Born English speaking country Under 65 463.22

65+ 2099.82

Born non-English speaking country Under 65 449.16

65+ 2,321.08

Average for all groups 683.56

4



27

In 2003-04, State and Territory Governments spent 

$16.4 billion on “admitted patient services” making up a 

total of 13.6% of all State and Territory Government total 

operating expenses. Only five years later (2007-08), 

State and Territory Government expenditure had risen 

43% to $23.4 billion and accounted for 14.1% of all total 

operating expenses.35 

Currently the NSW health budget is in excess of  

$14.2 billion and comprises 26.4% of all government 

expenses.36 Over the past four years expenses have 

increased by 29.2%. Health costs represent the largest 

area of costs within the NSW State Budget. 

Federal Treasury modelling estimates that by 2032, 

NSW Government expenditure on health will increase to 

55% of all government expenses (assuming no policy 

changes).37 This represents more than a doubling of the 

current budget. As the Prime Minister said “Rapidly 

rising health costs create a real risk – absent of policy 

change – state governments will be overwhelmed by 

their rising health spending obligations”. 38

Put another way, if health costs today made up 55%  

of operating expenses, it would require the State 

Government to divert $15.4 billion away from other 

services towards health. This is more than the combined 

annual budgets set aside for transport ($7.1 billion), 

roads ($4.4 billion), police ($2.6 billion) and emergency 

services ($0.9 billion).39

Such a dramatic increase in health care demand could 

only be funded through the following unpalatable options:

Gradually increasing the Goods and Services Tax,  >>

or other taxes, and

Reducing expenditure in other portfolio areas>>

Alternatively, in addition to tax increases and expenditure 

cuts elsewhere in the Budget, the other likely option 

expected to be taken by future State Governments, is to 

let hospital waiting lists grow. As was detailed within the 

2010 Draft Commonwealth Grants Commission Report 

“the availability of State-funded services reflects a policy 

decision by the States about the amount of funding to be 

End the blame game in hospitals by  
handing funding to the Federal Government
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allocated to such services and a policy direction to have 

queues and waiting lists”.40 In other words, despite the 

public view that waiting lists are accidental mismatches 

of supply and demand, they actually represent deliberate 

decisions of state governments to ration services. 

It should be noted that in areas of health services such 

as pathology, diagnostic imaging and operations, NSW 

receives more services per capita than the Australian 

average.41 Under current funding models, these services 

can expect to be subject to policy initiatives that result in 

some forms of rationing (or further cost shifting to 

patients and private health funds) in the years ahead.

In light of an expected doubling of heath costs over the 

next two decades, waiting lists will significantly 

increase. The effect of this increase will be twofold, to 

drive up private health insurance and to dramatically limit 

elective surgery in public hospitals for those who do not 

have such health insurance. 

On the grounds of both equity and efficiency we believe 

such an outcome would represent a real decline in the 

service provided to citizens in NSW and throughout 

Australia. Currently the system is already producing 

sub-optimal outcomes with cost shifting and perverse 

outcomes occurring as both State and Federal 

Governments try to shift costs and responsibilities away 

from themselves.

NSW needs to accelerate the community debate over 

health funding. NSW should hand over the complete 

funding of public hospitals to the Federal Government. 

Given the significant costs associated with funding 

hospitals currently, the State should give up an 

equivalent revenue stream to the Federal Government to 

fund the handover. In turn, the Federal Government can 

utilise the experience of the State Government in 

managing a hospital system with over 2.4 million 

accident and hospital admissions each year42 by 

contracting the State Government to provide the service, 

in accordance with the Federal Government’s health 

funding priorities.

End the blame game in hospitals by  
handing funding to the Federal Government

Key Decision

Negotiate a hand over to the Federal Government  

of funding of NSW hospitals.
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NSW needs a dedicated advocate within Government to 

promote sustained economic growth.

NSW requires a Department of Business Growth to 

identify and solve the structural inefficiencies which are 

stagnating economic growth in NSW. Replacing the 

current model of the Department of State and Regional 

Development (DSRD), the new Department of Business 

Growth will co-ordinate efforts to attract and retain 

overseas and interstate business investment, spearhead 

efforts to cut red tape and to remove the impediments 

to investment and growth.

The Department of Business Growth would pursue a 

pro-jobs approach throughout the whole of government 

and align government priorities in infrastructure, labour 

market policies, and service delivery with the economic 

needs of NSW. 

This represents a change in priority from the current 

State Development model. The current model is 

primarily focused on attracting interstate and overseas 

investment in NSW, rather than identifying existing 

blockages, inefficiencies and opportunities within the 

NSW economy. 

The Department of Business Growth would operate 

within the Industry and Investment super-ministry and 

would comprise:

The existing Department of State and Regional >>

Development

The Office of Fair Trading (currently located within  >>

the Services, Technology and Administration  

super ministry)

The Better Regulation Office (currently located within >>

the Department of Premier and Cabinet)

The Small Business Commissioner (to be established)>>

The agencies within the Department of Business 

Growth would report to one Minister. We believe the 

Department of Business Growth is best placed reporting 

to the State Treasurer, who should be the primary 

Move economic growth to the centre of State   Government decision making  
by establishing the Department of Business   Growth

5
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Minister responsible for driving all functions and 

activities supporting economic growth. Currently the 

agencies in this area report to four Ministers resulting in 

a lack of focus on the critical issues surrounding the 

competitiveness of NSW.

NSW Business Chamber believes that the key objective 

of the Department of Business Growth must be to make 

it easier to do business in NSW. Removing red tape, 

improving infrastructure and understanding the needs of 

existing businesses is the foundation for attracting 

interstate and overseas investment. The current Better 

Regulation Office (BRO) would be brought within the 

Department of Business Growth. The Office of Fair 

Trading also represents a significant business function 

involving licensing and business regulation.

Bringing the BRO into the Department of Business 

Growth will align the BRO’s priorities with the strategic 

opportunities identified by the Department of Business 

Growth. It is also the experience of other state 

jurisdictions that red tape reduction is best driven from  

a department under the control of the Treasurer and  

that can work across all government departments  

and agencies.

It is clear that the only way to comprehensively deal with 

the stock and growth of red tape is to have a 

“champion” within government. Under our model, the 

Department of Business Growth would: 

measure and reduce the cost of red tape across >>

government (via Standard Cost Model43);

set ‘red tape reduction’ targets, for both the whole of >>

government and individual agencies; 

develop strategies to deregulate and streamline >>

business regulation with regard to both new and 

existing regulations, and 

have a transparent and regular reporting mechanism.>>

In 2008-09, the Department of State and Regional 

Development attracted over $2.2 billion of investment to 

Move economic growth to the centre of State   Government decision making  
by establishing the Department of Business   Growth
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NSW creating over 8,000 jobs,44 proving there is an 

ongoing role for the NSW Government to identify 

interstate and overseas opportunities for growth. The 

Department of Business Growth will be the primary 

point of contact for interstate and overseas investors 

smoothing the way for strategic investment approvals. 

The Department would also work with investors as they 

seek the necessary approvals from other state and local 

government agencies.

The Department would report to its Minister, but operate 

with a Board (of which the Minister would be the Chair) 

of senior businesspeople. This administrative structure is 

recognition that the current approach to state 

development has operated independent of business and 

that business needs to have a significant input into the 

priorities of a Department of Business Growth.

To fund the strengthening of the Department’s work in 

making business easier within NSW, the Department’s 

funding should be increased by $10 million a year to 

better resource its expanded functions.

Establish a Small Business Commissioner 

The Department of Business Growth would include a 

Small Business Commissioner to provide small business 

with an advocate and dispute resolution mechanism in 

dealing with big business and with the administration and 

market practices of State Government agencies. The 

Office of the Small Business Commissioner would be 

modelled on the highly successful Commission in Victoria. 

The Victorian model dealt with over 1,350 disputes in 

2008-09, with a success rate of around 80%.45

Benchmarking against the Victorian model, the recurrent 

cost of providing the Office of the Small Business 

Commissioner would be $3 million per annum.

Move economic growth to the centre of  
State Government decision making by establishing  
the Department of Business Growth



33

Costs of Proposals

2011-12 2012-13 2013-14 2014-15

Establish new Department of Business Growth $5.0m – – –

Expand capability of Business Growth Department $7.5m $10.0m $10.4m $10.8m

Establish the Office of the Small Business Commissioner $3.0m $3.0m $3.1m $3.3m

Total $15.5m $13.0m $13.5m $14.1m

Key Decision

Establish a Department of Business Growth
Supporting Decisions

Move the current Department of State Development >>

and the Better Regulation Office to the new 

Department of Business Growth. 

Appoint an independent board of business-people to >>

oversee the new Department.

Establish a Small Business Commissioner to assist >>

small business in dispute recognition.

Provide the new Department with a $56 million >>

budget enhancement for its expanded role over the 

Forward Estimates.
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The presence of major businesses and government 

institutions in regional areas can provide a major long 

term impetus to local economies.

The presence of an institution such as a university 

campus, government department or agency, or a prison 

can provide a regional economy with further 

diversification that can bolster economies during times 

of economic uncertainty.

The presence of such facilities or operations can 

encourage the expansion of existing business and the 

location of new businesses in the area. In other cases, 

such an institution or new business can complement a 

local economic cluster or create needed diversification 

within a region. 

Regional centres often provide a cost advantages for 

government and business over operations that are 

located within the Sydney Metropolitan Area. Regional 

areas can also provide a lifestyle advantage for their 

employees which are not found in metropolitan areas.

NSW Commercial Rents46
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A $250 million Develop Regional NSW Fund should  

be established to assist businesses, departments and 

agencies seeking to re-locate or build new facilities in  

a regional area. The enabling legislation governing the 

Fund would provide a four year sunset on the fund.

The Develop Regional NSW Fund would be allocated 

through a competitive process with funding prioritised 

towards institutions and businesses which can 

Encourage growth in regional NSW through   funding government  
and business relocations to regional areas

6
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demonstrate the most significant long term economic 

benefits to a region. For example, the opening of a 

tertiary institution brings with it an influx of students  

and as such, has a larger economic benefit than the 

expansion of an existing government facility.

Examples of major government 
institutions in Regional NSW 

Lismore Southern Cross University

Port Macquarie Country Energy

Goulburn NSW Police College

Kempsey Prison

Bathurst Prison

Charles Sturt University

Dubbo Taronga Central Plains Zoo

Junee Prison

Gosford Workcover 

Orange Department of Primary Industries

Wagga Wagga Charles Sturt University

All business cases lodged for funding as part of the 

Develop Regional NSW Fund would be publicly 

available on the NSW Government website. 

To ensure the system is not misused in the lead-up  

to elections, the $250 million could be drawn down by  

a maximum of $62.5 million in each of the four years. 

Funds not expended each year would be returned  

to Treasury. 

The Fund would be managed within the Department  

of Business Growth and the yearly decisions about the 

allocation of funding would be made by the 

Department’s independent Board. Allocations from the 

fund would be made on a contractual basis ensuring that 

taxpayers received the full benefit from any grant.

The Develop Regional NSW Fund would amalgamate 

existing funds and be the sole source of economic 

development funds from the NSW Government. The 

existing small scale funds such as the Hunter Advantage 

Scheme, Illawarra Advantage Scheme, the Regional 

Encourage growth in regional NSW through   funding government  
and business relocations to regional areas
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Economic Transition Scheme, Regional Employment 

Fund and other areas of Regional Development 

Assistance, would become part of the Develop 

Regional NSW Fund. Existing commitments of the 

various funds would be honoured.

All documentation regarding the bid process would be 

public and members of parliament would be strictly 

barred from lodging representations in support of bids.

The Audit Office would be asked to make assessments 

about the reliability of claims within bid documents.

Costs of Proposal

2011-12 2012-13 2013-14 2014-15

Establish and operate Develop Regional NSW Fund $0.6m $0.4m $0.4m $0.5m

Develop Regional NSW Fund $62.5m $62.5m $62.5m $62.5m

Abolition of previous DSRD regional development funds -$19.9m -$19.8m -$18.7m -$19.4m

Total $43.2m $43.1m $44.2m $43.6m

Key Decision

Create a $250 million Develop Regional NSW Fund 

Supporting Decision

All business cases presented to Develop Regional >>

NSW Fund to be lodged publicly

Encourage growth in regional NSW through funding 
government and business relocations to regional areas
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Infrastructure is the platform for NSW’s future growth.

NSW has moved beyond its short term vision of the 

1990s that saw the value of infrastructure only through 

the lens of a debt free balance sheet. That mindset saw 

the State fail to plan and build for growth. NSW is now 

dealing with capacity constraints in public transport, 

roads, energy and water. 

NSW’s record in infrastructure in recent years has been 

haphazard. A record $62.9 billion47 infrastructure budget 

has been undermined by delays, cost blowouts and 

debates. The Government has taken a ‘start-stop’ 

approach to infrastructure planning, and perceptions 

have formed that priorities are more influenced by the 

electoral landscape than by the social and economic 

needs of NSW.

NSW Business Chamber believes there ought to be  

one single agency responsible for the oversight and 

management of infrastructure planning, development, 

funding and implementation. 

The agency, Infrastructure NSW, should operate at 

‘arm’s length’ from Government and provide detailed 

cost-benefit assessments for major projects. These 

assessments should include the potential economic  

and social benefits to communities and regions.

Modelled on its Federal counterpart, Infrastructure 

Australia, the NSW body would receive and assess 

submissions from NSW Government Departments,  

local government agencies, stakeholder groups and 

businesses. Infrastructure NSW would then make 

recommendations to Cabinet for a decision on which 

projects receive funding.

Get the politics out of infrastructure  
by establishing Infrastructure NSW

7
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Infrastructure NSW would be a single dedicated 

infrastructure development agency and be an effective 

one-stop resource to work within and across 

government. It should mirror the goals set out by 

Infrastructure Australia for its framework, policies and 

guidelines, namely:

encourage private sector investment in public >>

infrastructure and related services where value for 

money for government can be clearly demonstrated;

encourage innovation in the provision of infrastructure >>

and related service delivery;

ensure rigorous governance over the selection of >>

projects for public–private partnerships and the 

competition for and awarding of contracts; 

provide a framework and streamlined procedures  >>

for applying public–private partnerships across 

Australia; and

clearly articulate accountability for outcomes. >>

Drawing on effective government models used 

elsewhere, Infrastructure NSW would provide a robust, 

transparent and competitive structure for responsibly 

planning, procuring, funding and delivering infrastructure 

projects. The end result is better value for taxpayers and 

better outcomes in the provision of transport, power, 

communications and water systems.

Modelled on the comprehensive programs and 

processes successfully applied by Infrastructure 

Australia, Major Projects Victoria and Partnerships 

Victoria and by the UK’s Infrastructure Planning 

Commission, Infrastructure NSW would manage  

and oversee 

integrated project planning;>>

design specification;>>
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evaluation;>>

tendering;>>

funding and procurement procedures;>>

critical infrastructure studies;>>

cost/benefit analyses;>>

risk and needs assessments;>>

project prioritisation audits, and >>

co-ordinate government agencies to deliver key >>

infrastructure projects in line with firm commitments 

to design standards, budgets and timelines.

Infrastructure NSW would comprise industry experts, 

project advisors and specialists drawn from both the 

public and private sectors, including from regional 

centres and interstate. Applications to Infrastructure 

NSW for funding could be submitted by state and local 

government agencies, special authorities, stakeholder 

groups and businesses and private operators.

By developing a clear, pulic, and independent process to 

assess infrastructure priorities, NSW can restore 

confidence in the infrastructure planning process and 

end the stop/start approach to infrastructure 

construction in NSW. As importantly, such an approach 

would ensure a regular and timely pipeline of projects 

throughout NSW.

Expanding the role of the NSW  
Co-ordinator General

NSW needs a single point of contact to drive private 

sector involvement in infrastructure in NSW. The 

Co-ordinator General’s current role should be expanded 

to be the single point of contact for businesses seeking 

to deliver infrastructure in NSW. The role should also 

have significant resources to link together the private 

sector and all agencies of government.

The Co-ordinator General would also manage NSW’s 

bids for funding with Infrastructure Australia and be the 

State’s principal point of contact with the Federal agency. 

The Co-ordinator General would be a statutory office of 

the Parliament, and be responsible for ensuring 

infrastructure projects are assessed on their merits. The 

Co-ordinator General will be required to provide impact 

statements on each project, detailing economic and social 

impacts and costs/benefits to the community and region.

Establish a Public Private Partnership 
Unit within Infrastructure NSW

NSW needs to develop an expertise in public private 

partnerships (PPPs) that maximises public value. The 

skills can be marshalled within a dedicated PPP Unit 

which would manage negotiations, procurement, project 

delivery and financing of PPPs. 

The PPP Unit would work with the Co-ordinator General 

in identifying potential projects for PPPs across portfolio 

areas. The Unit would also work in identifying the best 

models for risk allocation and sharing for each project and 

would work with the private sector in developing the 

most appropriate financing arrangements for each project. 

Develop an Infrastructure Project Pipeline

NSW needs to move beyond the start-stop approach to 

infrastructure. A regular pipeline of projects will provide 

certainty to business, a more cost effective 

infrastructure calendar for taxpayers and encourage 

greater private sector investment in local skills.

Get the politics out of infrastructure by  
establishing Infrastructure NSW
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Costs of Proposal

2011-12 2012-13 2013-14 2014-15

Establishing Infrastructure NSW  $5.0m  – – –

Establish a PPP unit within Infrastructure NSW48 – – – –

Expanding the role of the Co-ordinator General49 – – – –

Operating Infrastructure NSW  $7.0m $7.3m $7.6m $7.9m

Total  $12.0m  $7.3m  $7.6m  $7.9m

Key Decision

Establish Infrastructure NSW

Supporting Decisions

Expand the NSW Co-ordinator-General role >>

Establish a specialist PPP Unit>>

Adopt a co-ordinated whole-of-government systems >>

approach to infrastructure

Develop an infrastructure project pipeline and develop >>

a medium to long-term construction schedule 

Renew, maintain and optimise use of existing >>

infrastructure 

Increase infrastructure project expertise and >>

knowledge of the public sector 
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Sydney is a growing city and by most assessments, 

Sydney’s transport and roads have not coped with 

increases in demand in recent years. The Metropolitan 

Strategy estimates Sydney will grow by 40,000 

residents each year until 2031. Growth will put  

further pressure on roads, public transport, freight  

costs and infrastructure.

The NSW Infrastructure Strategy and the Transport 

Blueprint have detailed the priorities for further 

investments in roads and public transport. The 

development and release of these strategies have been 

initiatives supported by business as foundational in any 

meaningful reform of roads and transport in NSW. 

However, past experience has shown that Sydney, even 

with such plans, suffers from a lack of co-ordination and 

integration of transport functions and activities.

Until recently, the day to day management of transport 

in NSW was the responsibility of at least fifteen separate 

agencies, namely:

Ministry of Transport;>>

Roads and Traffic Authority;>>

RailCorp;>>

State Transit Authority;>>

Western Sydney Buses;>>

Sydney Ferries;>>

Maritime Authority;>>

Ports Corporation;>>

Transport Infrastructure Development Corporation;>>

Rail Infrastructure Corporation;>>

Public Transport Ticketing Corporation;>>

Office of Transport Safety Investigations;>>

Tow truck Licensing and Compliance;>>

Sydney Metro Authority, and>>

Independent Transport Safety  >>

and Reliability Regulator.

Take charge of Sydney traffic  
by appointing a Transport Tsar
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Whilst each of the agencies has important roles in the 

provision of transport policy and services, it is widely 

recognised that the agencies have failed to deliver an 

integrated and connected approach to the planning  

and delivery of transport within NSW, and Sydney  

in particular.

In 2009, most of these agencies became part of the 

new super Ministry of Transport and Infrastructure.  

This followed the release of a NSW Coalition policy in 

2008 that called for the establishment of an integrated 

Transport Authority in NSW. 

The Auditor General put the case in 2007 when he stated 

in a Performance Audit Report into Public Transport “We 

believe the Ministry now needs to assign responsibility for 

the co-ordination and oversight of inter-modal operations 

to an entity resourced for the purpose. Without this it will 

continue to be very difficult to identify and address unmet 

needs, seek and resource stakeholder funding, and 

monitor and evaluate system performance.50”

Whilst the road and transport agencies have become 

part of the super Ministry there is little evidence that it  

is creating greater connectedness between the different 

modes of transport, and the policy objectives of the 

State Government set out in the State Plan. Worse still, 

there is little evidence that the creation of the expanded 

agency is creating a culture of performance 

improvement. IPART reports in its most recent 

assessment on buses: 

“Like last year, we found that there was a lack of reliable 

information on the quality of bus services provided, and 

this prevented us from undertaking a comprehensive 

analysis of the quality of bus services.51”

NSW Business Chamber accepts and supports the 

proposition that the proper establishment of a super 

ministry can provide significant internal savings in terms 

of areas such as IT, human resources, marketing, public 

relations and support. However, the major opportunity 

for a super agency comes from integrating and 
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connecting the various policy and delivery arms of the 

agencies. The major savings that a super agency can 

generate relate to its ability to produce better transport 

outcomes for NSW.

The only way the super agency can deliver on improved 

outcomes is through a public mandate with key 

deliverables. NSW Business Chamber believes the first 

two deliverables needed are integrated ticketing and a 

strategy for demand management of public transport 

and roads during peak times.

A ‘business as usual’ approach in transport will not meet 

the growing challenges NSW faces in moving its people 

and freight in a timely, cost effective and sustainable 

way. For this reason we believe a Transport Tsar needs 

to be appointed with complete powers to align the 

operations and functions of the agencies, to resolve 

disputes and to publicly drive change throughout 

government. The Tsar should be given the necessary 

regulatory powers to direct and compel government 

agencies to implement the outcomes of the various 

transport and road plans, including the integrated 

ticketing strategy.

Deliver Integrated Public Transport 
Ticketing by 2012

The NSW Transport Tsar would be required to deliver an 

integrated public transport ticketing system for NSW by 

1 January 2012. NSW has spent over $100 million on 

integrated ticketing proposals since the late 1990s and 

has yet to see any result. 

The failure to provide integrated ticketing has made it 

artificially expensive to change modes of transport, 

particularly between public and private suppliers. It has 

also created inconvenience in terms of queues at 

railways stations, delays in buses and has made public 

transport less attractive than it could be.

The defining test of the Transport Tsar and the new 

Department of Transport and Infrastructure will be to 

make the various parts of the system deliver an 

integrated ticketing system. 

It is the view of business that the failure of integrated 

ticketing has occurred at the political and policy levels. 

Any new system will create amongst commuters who 

use the system, winners and losers, to believe 

otherwise is to truly fail to accept the complexity of the 

current system. Given the relative inelastic nature of 

peak hour transport fares, changes can be made to the 

current ticketing system without resulting in a significant 

increase in road usage. 

It will be clear that differing parts of the public transport 

system itself will experience revenue increases and losses 

from an integrated ticketing system. These changes 

should only result in a re-allocation of the existing fare 

subsidy provided across the various networks.

Implicit in the development of an integrated ticketing 

system is an understanding of the internal and external 

costs of the current non integrated ticketing system. A 

complete financial assessment of the current ticketing, 

monitoring and compliance is needed to inform decision 

making in terms of delivering integrated ticketing in NSW. 

An integrated ticketing system by 1 January 2012 will 

require total focus and energy from the new Super 

Ministry and is a defining test of its ability to deliver 

connectivity, efficiency and integration to NSW’s 

transport and roads agencies.

Development of a Demand Strategy for 
Sydney Roads and Transport

For the most part, the issue of transport and road 

management has been seen by State Government 

agencies through the lens of the need to increase 

supply. In particular, the need to expand the road 

network and increase the supply of trains and buses in 

the peak periods to cope with congestion.

Little meaningful work has gone into managing demand 

and identifying ways of lessening demand during peak 

periods. Policy implementation has been ad hoc and 

directed by the vagaries of the politics of the day. For 

example, peak tolling was introduced for the Sydney 

Harbour Bridge and Sydney Harbour Tunnel in 2009  

Take charge of Sydney traffic by appointing a Transport Tsar
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and it has resulted in a decrease in peak travel on these 

Harbour approaches.53 At the same time, the State 

Government has ignored the recommendation of the 

Auditor-General and removed the toll from the M4.  

The Auditor General has estimated this decision will 

result in an extra 500 cars per hour using the M4  

during peak periods.54

Sydneysiders know from experience during school holiday 

periods that small changes in working patterns have a 

disproportionate impact and benefit on commuting. 

The Transport Tsar needs to work across all government 

agencies to develop an active strategy of demand 

management during peak periods. Such a strategy will 

provide the right incentives to use roads and public 

transport outside of peak periods. 

Currently 18% of morning peak traffic and 38% of the 

3-5pm peak traffic relates to “discretionary travel” (ie 

shopping, personal business, recreational activities etc), 

the right incentives could shift some of this traffic out of 

the peak periods.

Issues that could be included in such a demand 

management strategy could be:

Variable tolling – implementation of peak, shoulder and >>

off-peak pricing;

Peak, shoulder and off-peak pricing of public transport >>

– could be included in integrated ticketing strategy;

Possibilities within the public sector to create  >>

non-peak starting periods – 54% of “government 

administration and defence workers” in Sydney  

have fixed hours and have no flexibility in 

commencement times;55

Limiting use of non school travel concessions in peak >>

periods – with appropriate offsets in pricing in non 

peak periods;

Private sector incentives to shift hours away from >>

traditional working hours;

Opportunities to trial starting hours for schools in >>

various regions of Sydney – given that 22% of all 

morning peak trips are to take children to child care and 

school and the average distance travelled is 16km;56

Incentives to encourage car pooling and lifting vehicle >>

occupancy rates;

Greater use of GPS, web and app based technology  >>

to assist commuters in planning trips home, and

Encouragement of greater housing densities in areas >>

closest to major employment centres. 

Demand management strategies encourage changes in 

commuter behaviour. Behaviour is changed through the 

active use of incentives and disincentives across the full 

scope of transport options. Managing transport demand 

is as essential as the management of transport supply.

Characteristics of working hours for workers in Sydney Greater Metropolitan Area52

Work Schedule Total number of workers % of work schedule

Fixed start and finish times – same each day 967,000 35%

Flexitime 73,000 3%

Fixed start and finish times – can vary each day 463,000 17%

Rostered shifts 200,000 7%

Rotating shifts 72,000 3%

Variable hours 962,000 35%

Other 4,000 0%

Total 2,739,000 100%



46

Costs of Proposal

2011-12 2012-13 2013-14 2014-15

Establishment of office of Transport Tsar57 - - - -

Acceleration of existing plan to introduce Integrated Ticketing $25.0m58  - - -

Development and Implementation of Demand Strategy for Sydney $10.0m $10.4m $10.8 -

Total  $35.0m $10.4 $10.8  -

Key Decision

Provide legislative authority to a Transport tsar to 

compel and direct all government transport and 

road agencies.

Supporting Decisions

Establish an Integrated Ticketing System  >>

by 1 January 2012

Develop a demand peak periods management  >>

strategy for NSW roads and transport.

Take charge of Sydney traffic by appointing a Transport Tsar
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Sydney is Australia’s only global city. It generates  

$244 billion59 in income every year which equates to 

almost a quarter of all national economic activity. The 

city employs over 2.2 million people60 and is growing by 

40,000 people each year.61 The Metropolitan Strategy 

anticipates the City’s population will increase from  

4.3 million in 2007 to 5.3 million in 2030. 

Sydney ranks highly in terms of diversity of skills and 

access to a workforce and is ranked as the 8th most 

livable city in the world.62 Prior to the global financial 

crisis Sydney had experienced a prolonged period of 

labour shortages and the unemployment rate for greater 

metropolitan Sydney is 5.6.63 

Sydney is a city on the move. However, to date Sydney 

has struggled with recent growth and there appears to be 

little thought to preparing for the growth that is ahead.

The structures of local government reflect an old Sydney 

where the concentration of wealth, influence, population 

and power were in the Eastern Suburbs and the North 

Shore of Sydney. It does not reflect modern Sydney.  

This can be seen from the size of the respective Local 

Government Areas. See table next page.

The challenge before Sydney is to improve its governance 

and accountability so that it better manages growth. 

In looking at the governance of the Sydney Metropolitan 

Area it is clear that Sydney is being strangled by a dated 

approach to local government and planning.

The Sydney Metropolitan Area has 41 local government 

areas64 with the metropolitan area caught between a 

State Government too large to manage the multitude  

of decisions needed to help grow the city and local 

Governments trapped by NIMBYism and a lack of 

resources to make the right strategic decision.

The challenge for Sydney is to get the balance right.  

We believe the way to do this is by replacing Sydney’s 

41 Councils with ten strong regional councils. The 

structure and activities of State Government agencies in 

Sydney should be aligned with the ten local government 

Help Sydney prepare for the future  
by creating 10 super councils
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areas of the Sydney Metropolitan Area. These ten areas 

replicate the subregions of Sydney identified by the 

State Government’s Metropolitan Strategy.

In recent times local Councils have become emasculated 

by a stripping of council powers, a tightening of revenue 

sources through rate pegging and by Council decision-

making upended by suburban and personal pettinesses. 

Strong regional councils with properly compensated  

and resourced elected representatives can improve 

decision making.

As a means of strengthening accountability within local 

government and to ensure no one area could dominate 

funding decisions within a region, there should be a ban 

on holding simultaneous offices within two levels of 

Local representation for Sydney’s residents65 

Local Government Area One councillor for every

Baulkham Hills Council 13,987 residents

Blacktown Council 18,801 residents

Hornsby Council 15,725 residents

Liverpool Council 15,822 residents

Parramatta City Council 10,265 residents

Sydney City Council 16,259 residents

Willoughby City Council 4,789 residents

Woollahra Council 3,562 residents
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government. This would effectively mean banning 

councillors from holding office as a State MP. This is also 

appropriate given that funding of the regional councillors 

should represent full time salaries. As a matter of 

governance, this replicates the same ban that stops 

Federal Parliamentarians from holding simultaneous 

office in a State Parliament or Local Council.

The development of regional councils within the 

Metropolitan Area does not mean a loss of voice by local 

communities within the region. The development of a strong 

precinct system, that fed into broader decision making, 

could ensure that the views of local suburban communities 

were included in broader Council decision making.

Regional councils should also be able to achieve further 

economies of scale across areas of service delivery and 

the provision of back office services (ie IT services, rate 

collections, legal services to council etc). 

Local government in Sydney needs to be bigger – and it 

needs to think bigger. A cut from the current 520 local 

government councillors to just 120 would shift the focus 

of councils away from the minutia of current decisions, 

to a more strategic approach to civic planning. 

Councillors should also be resourced to manage the 

increased responsibilities.

The ten proposed Regional Council Areas would be:

City of Sydney (covering the current Local Government >>

Area of City of Sydney)

East Sydney (covering the current Local Government >>

Areas of Botany Bay, Randwick, Waverley  

and Woollahra)

South (covering the current Local Government Areas >>

of Kogarah, Hurstville, Canterbury, Rockdale, 

Sutherland and Marrickville)

Inner West (covering the current Local Government >>

Areas of Ashfield, Burwood, Canada Bay, Leichhardt 

and Strathfield)

Inner North (covering the current Local Government >>

Areas of Lane Cove, North Sydney, Ryde, Willoughby, 

Hunters Hill and Mosman)

North (covering the current Local Government Areas >>

of Hornsby and Kur-ring-gai)

North East (covering the current Local Government >>

Areas of Manly, Pittwater and Warringah)

West Central (covering the current Local Government >>

Areas of Auburn, Bankstown, Fairfield, Holroyd  

and Parramatta)

North West (covering the current Local Government >>

Areas of Baulkham Hills, Blacktown, Blue Mountains, 

Hawkesbury and Penrith)

South West (covering the current Local Government >>

Areas of Wollondilly, Camden, Campbelltown  

and Liverpool)

Significantly, this model will provide a closer alignment 

of State and Local Government responsibilities to link 

growth and development with infrastructure and the 

needs of local communities. We currently see an 

inconsistent approach towards planning, growth  

and infrastructure.

Too much is falling between the cracks. Ten strong 

regional areas will also provide the right framework for 

other State Government agencies to align their activities 

along the same model providing greater levels of 

accountability across all portfolios of government. 

The creation of larger local government areas with 

stronger planning powers, represents a reversal of 

recent policy, which has seen the progressive 

emasculation of local council powers and funding within 

the Sydney Metropolitan Area.

To ensure the creation of the new councils is successful, 

State Government should provide funding for the 

creation of the new bodies and stagger the introductions 

of the regional councils sequentially over a 4 year period. 

The development of such a timetable will also ensure 

that both levels of government can learn from each 

successive merger. 

Ten strong regional councils will strengthen the capacity 

of both local and state government to make the right 

strategic decisions for clear identifiable regions of 

Help Sydney prepare for the future  
by creating 10 super councils
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Creation of Metropolitan Sydney 
Planning Committee

In 1988, the State Government established the Central 

Sydney Planning Committee (CSPC). The Committee, 

made up of four representatives of the State 

Government and three representatives of the City of 

Sydney Council assesses major development 

applications (worth more than $50 million) which come 

before the City of Sydney Council.

The CSPC is recognition that major developments within 

the CBD have an impact and importance beyond the 

local government area.

The CSPC has worked well and demonstrated how state 

and local government can develop a constructive 

relationship of major projects.

NSW Business Chamber supports the expansion of such 

a system to include all metropolitan Sydney Councils.

The Metropolitan Sydney Planning Committee will 

assess all major projects within Metropolitan Sydney 

Councils, where the projects have a value in excess of 

$50 million. The Committee will consist of four 

representatives of the State Government and three 

representatives of the Council area from which the 

project originates. 

Help Sydney prepare for the future  
by creating 10 super councils
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2011-12 2012-13 2013-14 2014-15

Merger costs of new super-councils  $10.0m $20.0m $30.0m $40.0m

Super Council unit within the Department of Local Government  $5.0m $5.2m $5.4m $5.6m

Metropolitan Sydney Planning Committee Secretariat $2.0m $2.1m $2.2m $2.3m

Total  $17.0m  $27.3m  $37.6m  $47.9m

Key Decision

Create ten regional councils for metropolitan 

Sydney. Council areas to be modelled on the ten 

regions identified in the Metropolitan Strategy.

Supporting decisions

Properly resourced and funded elected representatives >>

on Councils

Ban on councillors holding elected office within  >>

the State Government

Support the implementation of the IPART >>

recommendations regarding rate pegging  

and future revenue increases being tied to 

performance improvement.

Where appropriate, State Government agencies  >>

should also organise along similar regional lines.

Creation of new councils to be funding by grant from >>

State Government.

New regional councils to be rolled out sequentially >>

over a four year period.

State Government to create a Metropolitan Sydney >>

Planning Committee to assess all developments in 

excess of $50 million throughout Metropolitan Sydney.

Help Sydney prepare for the future  
by creating 10 super councils

Costs of Proposal

Whilst there will be significant medium to long term 

savings to ratepayers from the creation of 10 Super 

Councils in Sydney, there will be significant costs in the 

short term in creating the new councils. These short 

term costs should be borne by the State Government.

An appropriate allocation for the mergers from the State 

Government would be in the order of $10 million per 

super council to facilitate the transition and meet 

unforseen costs. A dedicated unit within the Department 

of Local Government should work with Councils to 

create a thorough process for the mergers.
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The Higher School Certificate should be strengthened by 

providing greater opportunities and flexibility for 

students who undertake vocational training. 

For too long, the successful completion of year 12 has 

been simply equated with a high Australian Tertiary 

Admission Rank (ATAR). Yet the successful completion 

of Years 11 and 12 is more than the successful 

completion of exams. The successful completion of the 

HSC is more than a rank. It is and should be the primary 

educational tool to help young people prepare for life 

after school. 

Currently, only 70% of NSW high school students 

complete the Higher School Certificate and while 50% 

of NSW high school students said they planned to 

continue their education at university, only 30% of the 

population actually enrolled in university after the HSC. 

This indicates that while 50% of the high school 

students who undertake the HSC do not have explicit 

aspirations for university study and 70% do not 

ultimately undertake university study, students and 

parents appreciate the value of Years 11 and 12 as a 

means by which students can improve their employment 

prospects. This figure is a vote of confidence in the 

education system and it should be noted that 15 year 

olds within the NSW system currently outperform 

students in the other States and Territories.69

Longitudinal studies have found HSC students who 

chose to undertake vocational education and training 

(VET) in Years 11 and 12 were “more strongly orientated 

towards the labour market, and those who entered the 

labour market were more likely to find full-time 

employment than their matched non-VET peers.”70 

The recent decision by the NSW Government to 

increase the school leaving age from 16 to 17 is 

recognition of the value society and young people place 

on continuing to undertake structured learning beyond 

Year 10. In this context, the value of VET lies in its ability 

to help young people transition to the labour force, 

Better prepare young people for the workforce   by improving the HSC  
for students not attending university
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through the development of practical skills and, as 

importantly, by helping students make sense of the best 

career options to pursue.

The challenge for Government, particularly with the 

higher school leaving age, is to make the Higher School 

Certificate more meaningful and useful for all students 

especially for the 70% of students who do not 

immediately go on to university study. 

The HSC must be considered as more than a ranking for 

university, but as an important way society helps young 

people make the difficult transition to adulthood.

The HSC can be strengthened by developing three 

streams, each reflecting the various pathways students 

will take at the end of year 12: 

The Tertiary Stream for students who know they want >>

to go to University. These students would receive a 

Australian Tertiary Admissions Ranking and the 

subjects are academic in focus and of a higher level 

for maths, english and science.

The Vocational Stream for those students who know >>

that they want to complete vocational training, 

including an apprenticeship or traineeship. These 

students would not receive a ATAR. Their schooling 

would be flexible in terms of delivery hours, possibly 

part-time and involve learning at locations other than 

their school of enrolment such as workplaces, other 

schools, TAFE and other learning centres. They would 

obtain generic employment skills, such as literacy and 

numeracy, in preparation for entering the workforce in 

addition to pre-vocational skills relevant to a specific 

vocation. They would also learn workplace level maths 

and english within the school system.

The Options Stream for those students who do not >>

know if they want to go to University or enter 

vocational training after school. These students could 

opt to obtain an ATAR. They would do a mix of the 

other two streams; some academic subjects with 

some vocational training, but with less workplace 

exposure than the Vocational Stream students. 

Better prepare young people for the workforce   by improving the HSC  
for students not attending university
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To make such a practical change requires government to 

remove operational barriers such as:

Current funding models. Currently schools lose a >>

proportion of per student funding if students 

undertake vocational subjects delivered by TAFE as 

part of their HSC. Despite the Department of 

Education and Training (DET) in NSW incorporating 

both Schools and TAFE system, there are still barriers 

between the two systems. Developing closer linkages 

between Schools and TAFE is essential to maximising 

the opportunities for students undertaking VET.

In-built principal and teacher bias against streaming and >>

vocational pathways. It is recognised that a bias exists 

against vocational pathways and it is possible this bias 

is due to the fact that principals and teachers have all 

entered the workplace through the traditional university 

pathway. It should be noted that the acceptance of non 

tertiary streams does not mean, as some have argued, 

a “dumbing down” of the HSC, because the focus on 

subjects such as english, maths and science in the 

Tertiary Stream will continue unchanged. It simply 

means that the HSC will be more responsive to the 

employment and training needs of the 70% of students 

who do not immediately undertake tertiary study.

Lack of school timetable flexibility. There is a >>

recognised lack of flexibility to allow students to 

undertake part of their study load externally  

eg. through TAFE, school-based traineeships and 

apprenticeships, work placements, employment and 

community work. Difficulty in accommodating these 

models into standard school timetables means the 

onus is on students to make up missed classes.

Community attitudes. The community, including >>

parents, do not fully understand the benefits of early 

entry into vocational training, while still learning key 

school-based skills. 

NSW Business Chamber believes the first stage in 

strengthening the HSC is through the development of a 

Green Paper by the end of 2011 and a White Paper by 

the end of 201271. The Green Paper and the White Paper 

would canvas how the current system can be made 

more responsive to industry, community and students’ 

needs, particularly for the 70% of students who do not 

undertake tertiary study. 

The will allow a comprehensive community debate about 

the priorities and needs of students undertaking year 11 

and 12 study and how these priorities work in with 

broader educational, business and community priorities.

Given the lead times for subjects, curriculum, funding 

teacher training and broader research, this would mean 

no significant changes to the HSC before 2015. 

Business has a critical interest in the success of the 

Higher School Certificate because workplace skills are 

one of the most essential ingredients of long-term 

innovation and productivity. Ensuring students are 

employable and workplace ready is foundational in 

ensuring the long-term competitiveness of NSW.

Better prepare young people for the workforce by 
improving the HSC for students not attending university
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Costs of Proposal

2011-12 2012-13 2013-14 2014-15

Green Paper into HSC $3.0m - - -

White Paper into the HSC - $8.0m - -

Total $3.0m $8.0m - -

Key Decision

Develop a Green Paper and a subsequent White 

Paper on making the HSC and the school system 

more responsive to community needs.
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