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LAST week saw the completion of the National Reform Summit.  This brought together a 

kaleidoscope of speakers from politics, business, unions and non-government lobby groups. 

Participants agreed that we need greater productivity to enable higher living standards. The 

contention was on how to achieve this. Unions and social groups thought the secret of 

success lay in higher taxes and increased government spending. Though most business 

representatives advocated lower taxes to nurture growth, few promoted a radical pruning of 

government’s size or influence. 

Yet, economies have flourished only when governments took a step back. And there has 

been no example of economic stagnation being reversed by bigger spending and more 

regulatory government. Deregulation created the economic miracles of Japan and Germany 

in the post-1945 period; of Korea, Taiwan, Hong Kong and Singapore from the 1960s; and 

of China and India during the past 25 years. 

Meanwhile, once prosperous nations like much of Latin America saw a century of increased 

government economic interventions bearing the rotten fruit of sluggish increases in living 

standards. 

And the increased weight of such interventions has been instrumental in creating the 

economic mire seen in the western world — especially the EU — in recent years. 

Australia has preened itself on its relative success.  But our performance has actually been 

modest. 

Australia, over the past quarter of a century, has benefited from being the raw material 

supply base tied to the booming Chinese economy. Yet, riding on China’s 10 per cent annual 

growth, we barely averaged 1.5 per cent. 

With Asian nations’ growth now slowing, Australia can easily experience the stagnation long 

felt by resource-rich economies in Latin America and Africa. 

The lacklustre GDP figures and sliding exchange rate are solid indicators of tougher times 

ahead.  Yet, not only are Australian governments proceeding as if our enhanced affluence 

has been impressive, they act as though increased prosperity is inevitable. 

Thus, we see policies that divert investment into avenues like wind turbines which replace 

electricity from coal- based power stations at three times their costs. 



Governments are also pandering to populist cries with wealth-dampening restraints on 

business. Only this week, the Queensland Government announced it will stop sand mining. 

Victorian governments have banned factory fishing and, alongside those in NSW, placed 

interminable barriers in the way of gas development. And throughout Australia we have 

accumulated regulatory barriers that obstruct new coal mines, our second most important 

export. 

Such measures also impede agricultural development by preventing irrigation, pasture 

improvement and land clearing. Those activities, over the centuries, have been 

indispensable to creating human civilisation, while also creating pleasing rural environments. 

And we see accumulations of ill-conceived planning and environmental regulation driving up 

the cost of homes by creating artificial scarcities of housing blocks. 

The prescription for a prosperous economy requires governments to balance budgets, cut 

spending and retreat from the regulatory state. Amid all the clamour for reform and 

economic reinvigoration there is, unfortunately, little stomach for moves in these directions 

by the main political parties.  

 

 


