Competitive neutrality policy

Competitive neutrality is a policy which aims to promote efficient competition between public and private businesses. It seeks to ensure that significant government businesses do not have net competitive advantages over their competitors simply by virtue of their government ownership. The Commonwealth, State and Territory Governments have agreed to implement this policy as part of their commitment to the National Competition Policy Reform Package.

The Commonwealth’s approach is outlined in its 1996 Competitive Neutrality Policy Statement (CoA 1996). Competitive neutrality requirements automatically apply to Commonwealth Government Business Enterprises, designated business units of budget sector agencies and all in-house units that tender for competitive contracts. It may apply to other businesses if the benefits outweigh the costs. 

The Commonwealth Government’s competitive neutrality arrangements require that its designated government business activities:

•
charge prices that fully reflect costs;

•
pay, or include an allowance for, government taxes and charges such as payroll tax, the goods and services tax and local government rates;

•
pay commercial rates of interest on borrowings; 

•
generate commercially acceptable profits; and

•
comply with the same regulations that apply to private businesses (such as the Trade Practices Act and planning and environmental laws). 

The Commonwealth Competitive Neutrality Complaints Office is located within the Productivity Commission and is responsible for administering the Commonwealth’s competitive neutrality complaints mechanism. The Office can receive complaints from individuals, private businesses and other interested parties that: 

•
an exposed government business is not applying competitive neutrality requirements; 

•
those arrangements are ineffective in removing competitive advantages arising from government ownership; or 

•
a particular government activity which has not been exposed to competitive neutrality should be. 
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