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Among the many influences on productivity to be considered in this inquiry, the Commission should
include, as an important aspect, a thorough investigation of the possibilities for productivity gains by
the application of competition policy principles.

A useful starting point would be the Report of the Competition Policy Review chaired by Professor
lan Harper (the Harper Review)! with particular attention to the Harper Review’s recommendations
1 to 21 relating to competition policy, recommendations 43 to 47 relating to establishment of an
Australian Council for Competition Policy and recommendation 48 relating to competition payments.
A review of progress in implementing these recommendations and the possibilities for productivity
gains by further implementation, with or without modifications, is likely to be most useful.

It seems clear that competition policy is highly relevant to productivity. In 2005 the Commission
estimated that productivity improvements and price reductions flowing from the national
competition policy? and related reforms in the 1990s raised Australia’s gross domestic product by
2.5 per cent.? The Commission had already concluded* from its research that large part of the
impact of reforms in the 1990s came indirectly by increasing the exposure of businesses to greater
competition and opening the economy to international developments. As the Commission noted:

Increased competition provides incentives for businesses to improve productivity in order to
maintain and improve their financial positions. Competition has been a central catalyst for many
widespread and fundamental changes that have brought better performance.”

The Harper Review identified® ‘human services’ as a priority target for reform, which it described as
covering ‘a diverse range of services, including health, education, disability care, aged care, job
services, public housing and correctional services’’, and recommended the adoption of choice and
competition principles (recommendation 2). In a 2019 address the Commission’s Professor Stephen
King identified human services as the ‘next wave of productivity reform’® and more recently the
Secretary to the Treasury, Dr Steven Kennedy PSM, emphasised the benefits of lifting productivity in
government services such as mental health, aged care and employment services. ° Dr Kennedy also
suggested a broader definition of these kinds of services as ‘non-market services’, being services that
are either provided by the government directly or where the government provides substantial
funding.® In this inquiry the Commission should investigate the possibilities for reforms in the full
range of these kinds of services, including education.
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While ‘human services’/‘non-market services’ are obvious targets for this inquiry, each of the other
subjects of the Harper Review’s competition policy recommendations also warrant careful
consideration.

Implementation of most reforms that the Harper Review has proposed require action by the States
and Territories as well as the Commonwealth. This was also the case with the recommendations of
the Hilmer Review. The co-operative inter-government institutional arrangements and
Commonwealth competition payments agreed following that Review facilitated implementation of
its recommendations. Similarly, it will be important for the Commission to consider institutional
arrangements and incentives, such as the Harper Review’s recommended establishment of an
Australian Council for Competition Policy and competition payments, to maximise the prospects of
implementation by all governments.

As in the 1990s, there is no shortage of scepticism as to whether reforms of the kinds discussed by
the Harper Review and, more recently, by Dr Kennedy and Professor King, are feasible or even
desirable??!, and the task of identifying and designing mechanisms for productive reforms in some of
these sectors is likely to be more complex than it was in the 1990s. As the Harper Review pointed
out in relation to the reform opportunities considered by the Hilmer Committee:

At that time the everyday experience of Australians pointed to opportunities for pro-competitive reforms.
For instance:

e consumers had no choice of electricity or gas provider — they paid regulated tariffs and customer
service was poor or non-existent;

e telecommunications services operated as a monopoly, which only ended in 1992 when Australia’s
second telecommunications provider, Optus, entered the market;

e there were price controls and supply restrictions on food products such as eggs, poultry, milk,
rice, and sugar;

e retail trading hours were restricted for most stores, with limited trading on weekends; and

e only lawyers could offer land conveyancing services.*?

Nevertheless, there are bound to be opportunities for significant efficiency and productivity gains by
carefully targeted reforms in the sectors identified by the Harper Review, and it is to be hoped that
the Commission will fully investigate them in this inquiry.
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