
 

Select Committee on Productivity in Australia - Regional Capitals Australia - Page - 1 

 

Select Committee on Productivity in Australia 

Regional Capitals Australia Submission 

February 2026 

 

 



 

Select Committee on Productivity in Australia - Regional Capitals Australia - Page - 2 

Table of Contents 

 

About this Document 3 

Overview 6 

The Problem of A Metropolitan Policy and Investment Focus in Addressing National Productivity 8 

1. Population Settings: A National Productivity Lever with Metropolitan Focused Outcomes 8 

2. Housing Policy: Reinforcing the Metropolitan Imperative while reducing labour mobility 9 

3. Enabling Infrastructure: A Metropolian Focused Structural Productivity Constraint 12 

A Productivity Framework for Growing Regional Capital Cities 15 

For More Information 19 

Table of Recommendations 21 

 



 

Select Committee on Productivity in Australia - Regional Capitals Australia - Page - 3 

About this Document  

Executive Summary: Productivity and the Case for Growing Regional 

Capital Cities 

Australia’s productivity growth has slowed to its weakest rate in more than 60 years. The decade to 

2020 recorded the lowest productivity growth in six decades. Australia now ranks 16th in labour 

productivity across the OECD, but only 29th in economic growth between 2013 and 2023. Real wage 

growth has been weak, cost-of-living pressures remain elevated, and infrastructure and housing 

systems are under strain. 

At the same time, Australia’s population is ageing. Labour force participation is projected to decline 

from 66.6 per cent in 2022–23 to 63.8 per cent by 2062–63. The care and support economy alone is 

expected to almost double as a share of the economy over the next 40 years. Migration policy has 

therefore become a central productivity lever. 

Yet how and where we accommodate growth is equally important. 

Over several decades, Australia’s population, housing and infrastructure systems have reinforced a 

model of growth concentrated in major metropolitan capitals. Migration settlement patterns, national 

housing targets, state planning reform and infrastructure assessment processes collectively intensify 

metropolitan consolidation. 

The result is a structural imbalance. 

 

The Productivity Implications of Current Settings 

• Only around 14 per cent of migrants settle outside capital cities, despite regional 

Australia accounting for 34 per cent of the population and facing acute workforce shortages 

across health, aged care, clean energy, agriculture, advanced manufacturing and 

professional services. 

• The clean energy workforce alone will need to grow from approximately 53,000 workers 

today to 84,000 by 2050, with many of these jobs located in regional Australia. 

• The National Housing Accord targets 1.2 million well-located homes over five years, yet 

implementation is largely being operationalised through metropolitan infill and density 

reforms. 

• ABS data shows dwelling approvals fell 14.9 per cent in December 2025, including a 29.8 

per cent fall in private multi-unit approvals — highlighting the scale of the delivery challenge. 

• Median dwelling values remain materially higher in capital cities. For example: 

o Sydney: $1,280,613 

o Regional Victoria: $619,697 

o Regional South Australia: $513,743 

• Regional Australia generates approximately two-thirds of national export earnings, yet 

much of the enabling infrastructure that underpins this performance is delivered through 

smaller-scale projects often in the $20–150 million range, which struggle to meet traditional 

national significant funding assessment thresholds. 
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• Regional councils manage 75 per cent of Australia’s road network, yet are estimated to 

underspend road maintenance needs by 42 per cent, compared to less than 14 per cent in 

major cities. 

• Around 60 per cent of regional airports operate at a loss, impacting sustainability 

imperatives, despite their critical role in workforce mobility, health access, freight and tourism. 

At the same time, regional capital cities already generate $225 billion annually — more than 16 per 

cent of national economic activity — and act as hubs for surrounding towns and rural communities. 

These cities provide employment, tertiary health services, education, logistics, professional services 

and cultural infrastructure to millions of Australians beyond metropolitan boundaries. 

These cities are not peripheral to the national economy. These cities are central to national growth. 

 

The Structural Misalignment 

The core issue identified in this submission is not a lack of recognition of regional Australia. It is a 

structural misalignment between: 

• Migration policy designed to lift productivity; 

• Housing policy implemented through metropolitan consolidation; and 

• Infrastructure funding and assessment models that privilege large, discrete projects over 

aggregated regional network investment. 

This misalignment produces three national consequences: 

1. Labour cannot move efficiently to where demand exists. 

2. Infrastructure investment is absorbed by congestion management rather than capacity expansion. 

3. Housing affordability pressures suppress real wages and limit workforce attraction. 

Meanwhile, regional capital cities with capacity to grow face enabling constraints: 

• Housing activation costs and infrastructure sequencing challenges; 

• Skilled workforce shortages in construction and planning; 

• Ageing water, freight and aviation infrastructure; and 

• Limited access to aggregated or system-level infrastructure assessment models. 

 

A Productivity Reform Opportunity 

Strengthening regional capital cities is not a matter of regional equity alone — it is a practical 

productivity reform. 

Well-targeted enabling investments in regional hubs can: 
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• Expand national labour market participation; 

• Support export growth and industry diversification; 

• Reduce congestion and infrastructure retrofit costs in major capitals; 

• Improve national housing affordability outcomes; and 

• Increase the economy’s non-inflationary growth capacity. 

In a constrained macroeconomic environment, smaller-scale enabling infrastructure in regional 

capitals — airports, water security, freight corridors, land activation, digital backbone — can unlock 

housing, workforce growth and industrial capacity simultaneously. 

 

What This Submission Proposes 

This submission calls for better alignment across three core policy areas: 

1. Population Policy 

• Migration settings that more deliberately align skilled migration with regional labour demand. 

• Reform of Designated Area Migration Agreements (DAMAs) to target skills where they are 

needed. 

• Refinement of the definition of “regional” to ensure incentives target non-metropolitan centres. 

• Increased settlement and social infrastructure support to improve retention. 

2. Housing Policy 

• Continued enabling infrastructure funding to unlock land supply in regional capitals. 

• A Housing Innovation Program to accelerate supply and overcome skills and supply chain 

barriers. 

• Workforce pipeline investment in construction, planning and trades. 

3. Infrastructure Policy 

• Aggregated, system-level assessment of regional enabling infrastructure. 

• Strengthened funding and reform settings for regional airports. 

• Direct access pathways for local governments to water security funding. 

• Recognition of arts and culture as productivity-enabling infrastructure. 

Australia’s productivity challenge is not just about what we do — it is about where we grow. 

A coordinated approach to population, housing and enabling infrastructure that deliberately 

strengthens regional capital cities would: 

• Ease pressure on major metropolitan systems; 

• Unlock workforce participation; 

• Support export growth; 

• Improve housing affordability; and 
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• Deliver more balanced and sustainable national growth. 

Growing strong regional capital cities strengthens the towns around them and strengthens the nation 

as a whole. 

 

Overview  

 

About Regional Capitals Australia 

 

Regional Capitals Australia (RCA) was formed in 2012 to represent the interests of Australia’s 51 

regional capital cities.  

Our mission is to narrow the divide between metropolitan cities and regional capital cities by 

advocating for policy and funding outcomes that support strong, connected and liveable regional 

capitals. We seek a fairer share of government attention and investment that reflects the economic 

contribution, service delivery role and growth pressures experienced by our members.  

Every year regional capital cities generate $225 billion, or more than 16 per cent of national economic 

activity. All RCA members have a growth agenda and stand ready to ensure a growing Australia 

means a stronger and more equitable regional Australia.  

 

Regional capitals’ role in Australia 

 

Regional capital cities provide a liveable, and increasingly attractive, alternative for people and 

businesses wishing to escape Australia’s congested metropolitan cities.  

Regional capital cities perform a ‘capital city’ role within their regions, providing a central point of 

access to essential services, commerce, employment, and education. These services are accessed 

by residents of the regional capital cities as well as those in surrounding towns and rural areas, 

placing additional service and infrastructure demands on local governments.   Now is the time to kick-

start investment in regional capitals right for the benefit of all Australians. 

 

The Hub and Spoke Model of Regional Development 

 

Over the past century, Australia’s population has consolidated from smaller rural towns into larger 

regional centres. This structural shift reflects economic transition, technological change and the 
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growth of service-based employment. Regional capital cities now perform a “hub” function, providing 

employment, health, education and infrastructure services to surrounding “spoke” communities. 

Investment in strong regional hubs does not disadvantage smaller towns; rather, it strengthens entire 

regions by ensuring equitable access to services and opportunities. 

 

Regional City Hubs and Hinterland Spokes  

 

Research undertaken with the Regional Australia Institute demonstrated clear structural (roads, rail 

and transport links) and functional (employment, health, education and financial services) connections 

between regional capitals and surrounding towns. Analysis across 31 regional capitals and 97 rural 

communities showed that where regional capital cities have strong service access and infrastructure, 

surrounding towns also experience better outcomes. Conversely, weaker hubs correlate with poorer 

regional access and opportunity. These findings confirm that strengthening regional capitals produces 

measurable, region-wide benefits. 

 

Employment and Service Access 

 

Journey-to-work data also illustrates that regional capital cities operate as employment centres, 

drawing workers from surrounding rural communities in much the same way metropolitan capitals do. 

As traditional sectors such as agriculture and manufacturing evolve, access to diversified service-

sector employment in regional capitals becomes increasingly important. 

Analysis of health and tertiary education access further reinforces the hub-and-spoke relationship. 

Regions with stronger regional capitals demonstrate comparatively stronger access to services across 

surrounding towns. Remoteness and population size influence service levels, but the central 

conclusion remains: investment in regional capitals strengthens regional equity and resilience. 

 

Regional Capitals Australia Policy Platform 

 

Vibrant and productive regional capital cities are key to Australia’s long-term sustainability and 

prosperity. Regional capital cities are also growing – all Regional Capitals Australia (RCA) members 

are managing population growth while continuing to deliver services, infrastructure and economic 

opportunities for their communities.  

RCA’s members across regional capital cities see themselves as ready to grow as liveable urban 

centres providing: 

1. Strong service centres: that continue to be a central point to access essential infrastructure, 

services, business, employment and education;  

2. Easing the metropolitan congestion: encouraging regional migration and decentralisation 

options for new and existing residents and businesses can take the pressure off major 

metropolitan capitals; and  
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3. An affordable alternative: providing affordable housing and industrial land options for families 

and businesses seeking to avoid the inflated property markets of the major metropolitan capitals. 

 

To achieve this vision, regional capitals must be supported to remain fiscally sustainable and capable 

of delivering for their communities. This required continued investment in cities that are:  

 

1. Connected: with roads, rail, airports (and aviation services), broadband and mobile 

telecommunications.  

2. Productive: with diverse economies that can be built with government and private sector 

decentralisation and skilled labour shaped through strong tertiary and continuing education 

opportunities; and  

3. Liveable: with high levels of essential services, social amenities and a continued supply of 

affordable housing options. 

 

The Problem of A Metropolitan Policy and Investment Focus in 

Addressing National Productivity  

Australia’s current population, housing and infrastructure systems are not neutral, they are structurally 

metrocentric. Over decades, integrated policy and funding settings have reinforced a model of growth 

concentrated in major capital cities. While this approach may once have reflected economic realities, 

it now risks entrenching congestion, inflating housing costs, straining infrastructure, and constraining 

national productivity. 

The challenges facing our capital cities are real. Rapid population growth, driven primarily by 

migration settings, has outpaced housing supply and infrastructure delivery, contributing to historically 

high housing costs and declining affordability. However, the national policy response has largely 

focused on managing metropolitan pressure rather than rebalancing growth. 

At the same time, regional Australia, including the nation’s regional capitals, faces a different set of 

constraints. These are not fundamentally driven by a lack of demand or economic capacity, but by 

investment and system design barriers that prevent growth from being unlocked. The result is a self-

reinforcing cycle: policy settings that intensify metropolitan concentration while under-enabling 

regional expansion. 

This submission argues that three interlocking policy areas: 

• Population settings  

• Planning and housing settings  

• Infrastructure funding settings  

are currently configured in ways that reinforce metropolitan imperatives rather than optimise national 

productivity. 
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1. Population Settings: A National Productivity Lever with 

Metropolitan Focused Outcomes 

 

Australia’s population growth is overwhelmingly shaped by migration policy. The Government’s 2023 

Migration Strategy positions migration as central to raising living standards by boosting productivity, 

meeting skills shortages and supporting exports. It forms part of the Government’s broader 

productivity agenda and Employment White Paper framework. 

 

Australia’s population is ageing, with labour force participation projected to decline from 66.6 per cent 

in 2022–23 to 63.8 per cent by 2062–63. The care and support economy alone is projected to almost 

double as a share of the economy over the next 40 years. 

 

Migration policy rationale is framed to allocate labour to where it is most productive while addressing 

skills gaps in priority sectors. More than half of all Australians are either born overseas or have a 

parent born overseas, highlighting that our future successes as a nation are linked to growth through 

immigration.   

The policy ambitions of migration is focused on the nation, but it is hard to argue that the unintended 

consequences have been metropolitan focused. 

 

The Migration Strategy acknowledges that capital cities have experienced much faster population 

growth than non-capital cities and that regional Australia has grown at only half the national rate. Only 

around 14 per cent of migrants live outside capital cities, compared to 34 per cent of the general 

population. This settlement pattern has direct productivity implications. 

 

Regional Australia faces acute labour shortages across health, aged care, agriculture, clean energy, 

advanced manufacturing and professional services. The Strategy recognises the importance of 

increasing skilled migration to support labour shortages in regional Australia and notes that many 

future green economy jobs will emerge in regional areas. 

 

The clean energy workforce alone will need to grow from approximately 53,000 workers today to 

84,000 by 2050. Globally, the pool of university graduates is projected to reach 300 million by 2030, 

intensifying competition for highly skilled workers. 

 

If migration is used to offset ageing and declining participation nationally, turning on and off the taps 

to suit our big cities undermines the purpose of the program. Regional labour markets — where 

demographic ageing is often more pronounced and participation gaps more acute – meanwhile 

struggle to attract and retain skilled workers at scale, increasing fiscal pressure through higher health 

and service costs with long term implications for the federal budget. 

 

Regional capitals operate as employment hubs for surrounding communities. Strengthening our 

workforce base supports hospital systems, aged care services, energy transition projects, advanced 

manufacturing and professional service provision, reducing over-reliance on metropolitan labour 

markets and improving national labour allocation efficiency. 

 

If migration is to function as a productivity reform, rather than simply a congestion control tool, more 

deliberate measures to improve workforce participation in locations where long-term economic 

demand exists must be a part of the reform agenda.  
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2. Housing Policy: Reinforcing the Metropolitan Imperative 

while reducing labour mobility 

Australia’s national housing response is being implemented through policy and funding settings that 

are largely place-blind, but in practice are being delivered through metropolitan consolidation 

strategies. 

At the national level, the National Housing Accord establishes a target of 1.2 million “well-located 

homes” over five years from mid-2024, supported by $3.5 billion in payments to states, territories 

and local governments to drive delivery.  

While the Accord is a significant national commitment, its design is centred on accelerating supply 

through planning and zoning reform and “well-located” housing delivery, rather than explicitly linking 

housing growth to a broader national settlement strategy that enables more Australians to live in 

regional cities and regional capitals. 

This national policy intent intersects with state implementation in a consistent way: housing supply 

reform is overwhelmingly framed around metropolitan infill, density uplift and transit-oriented 

development, with regional growth generally addressed through targets that do not reflect an uplift or 

aspiration rather than reforms of equivalent scale.  This can be seen through state reform as follows: 

• In New South Wales, the planning response is heavily metro-oriented, including the 

Transport Oriented Development (TOD) Program, which is explicitly focused on increasing 

housing around metro and rail stations. NSW housing targets also illustrate the imbalance: 

five-year targets have been released for 43 councils across Greater Sydney and several 

large coastal/near-metro regions, but only one target for regional NSW; 

 

• In Victoria, Victoria’s Housing Statement: The Decade Ahead 2024–2034 sets a target to 

build 800,000 homes over the next decade, with reforms strongly oriented toward 

metropolitan planning mechanisms such as activity-centre and established-suburb 

intensification.  Where regional housing targets are set these do not set ambition targets 

rather these targets reflect a traditional and moderate growth in line with state data. 

 

• In Queensland, the ShapingSEQ 2023 Update is explicitly a South East Queensland 

regional planning framework spanning the Brisbane–Gold Coast–Sunshine Coast urban 

system, reinforcing that the dominant growth and housing strategy is concentrated in the 

metropolitan and near-metropolitan corridor; 

 

• In Western Australia, the Perth and Peel @ 3.5 million frameworks are designed to 

accommodate 3.5 million people by 2050, explicitly limiting sprawl and encouraging greater 

housing diversity within the metropolitan footprint; and  

 

• In South Australia, the Greater Adelaide Regional Plan identifies where 315,000 new 

homes will be built over the next 30 years, again reinforcing that the primary housing growth 

frame is metropolitan Adelaide. 

Individually, these reforms are often justified as improving infrastructure efficiency and accelerating 

supply. Collectively, however, they embed a national system in which the default housing solution is 
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to accommodate growth in big cities, without an equivalent scale of policy settings that actively enable 

and incentivise growth in regional Australia. 

 

Why Housing Policy Is a Productivity Implication 

Housing is not simply a social policy issue — it is a core productivity lever. Productivity growth 

depends on labour being able to move to where it is most productive. When housing supply is 

constrained, expensive, or poorly aligned with workforce demand, labour mobility falls and productivity 

outcomes weaken. 

This occurs through three channels.  

• A lack of housing means workers cannot access housing near employment opportunities, skills 

shortages persist and investment is delayed.  

• High housing costs suppress real wages by absorbing a larger share of household income and 

reduces living standards.  

• Concentrating growth in congested cities means infrastructure must be retrofitted at escalated 

costs and complexities. 

In this context, a housing system that does not enable growth in locations where jobs are emerging — 

including regional capitals limits the productivity dividend of both migration and infrastructure 

investment. 

 

The Regional Productivity  

The housing productivity intersection is particularly important in regional Australia. Regional capitals 

operate as service, health, education and logistics hubs for their surrounding regions. When housing 

supply in these cities is constrained often not by demand, but by land servicing, infrastructure 

sequencing and delivery capacity it can delay workforce attraction, reduce workforce participation and 

limit the scale-up of emerging industries. 

At the same time, regional housing markets remain materially more affordable than capital cities. This 

affordability differential represents a latent productivity opportunity: enabling more Australians and 

skilled migrants to live in regional cities could both relieve metropolitan pressure and strengthen 

regional labour markets. However, current planning frameworks reinforced by the Accord’s emphasis 

on “well-located” infill largely channel reform effort toward metropolitan density uplift rather than 

regional expansion. 

The result is a structural misalignment. Migration policy is designed to lift productivity andorkforce 

demand is emerging strongly in regional economies, particularly in health, care and clean energy. Yet 

housing and planning settings continue to prioritise metropolitan consolidation. Without aligning 

housing delivery with workforce geography, Australia risks limiting the productivity dividend of both 

migration and infrastructure investment. 
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Evidence the Current Approach is Not Delivering at the Required Pace 

There is also growing evidence that the current settings are not producing sufficient supply 

momentum. ABS data shows total dwelling approvals fell 14.9 per cent in December 2025 to 

15,542, driven by a 29.8 per cent fall in approvals for private dwellings excluding houses 

(typically multi-unit supply). Commentary on the same data has argued this highlights the delivery 

challenge inherent in a metropolitan infill approach to meeting Accord ambitions. 

 

Regional Markets Remain More Affordable than Capital Cities 

Finally, affordability comparisons reinforce why a national housing and settlement approach should 

explicitly include regional growth as part of the solution. Cotality (CoreLogic/RP Data) reporting 

shows the median dwelling value in Sydney is $1,280,613, while regional markets are materially 

lower, for example Regional Victoria $619,697 and Regional South Australia $513,743 (December 

2025 data). This underlines that enabling more housing choice and supply in regional capitals can 

support national affordability outcomes, not just metropolitan pressure management. 

Taken together, these settings indicate a structural issue: Australia’s national housing response is 

being largely activated through state planning systems in ways that reinforce the metropolitan growth 

mandate, rather than building a coordinated national pathway that enables a greater share of 

population and housing growth to occur in regional capitals where affordability and capacity 

advantages remain. 

 

3. Enabling Infrastructure: A Metropolitan Focused Structural 

Productivity Constraint 

Australia’s infrastructure reform agenda recognises the importance of place-based planning and 

regional connectivity. However, the current funding and assessment architecture does not adequately 

capture the cumulative productivity value of enabling infrastructure in regional capitals. 

 

National Policy Intent: Place-Based and Regional 

The 2021 Australian Infrastructure Plan explicitly adopts a place-based approach, stating that 

infrastructure identification and prioritisation should reflect the interrelated infrastructure and amenity 

needs of a location. 

The 2019 Australian Infrastructure Audit identified 180 infrastructure challenges and opportunities 

nationally including connectivity, freight and service gaps affecting regional Australia. 

The 2021 Plan includes a dedicated reform stream to: 
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• Strengthen Smaller Cities and Regional Centres 

• Identify regional strengths and infrastructure gaps through a prioritisation framework led by 

Infrastructure Australia 

• Support employment and population growth in regional centres by identifying and delivering 

enabling infrastructure 

It further recognises that Smaller Cities and Regional Centres act as hubs servicing broader 

catchments and that legacy infrastructure in these hubs may be under strain. The strategic intent is 

clear. The institutional funding model remains fragmented. 

 

The Structural Assessment Gap 

Infrastructure Australia’s formal assessment processes focus on nationally significant projects. In 

practice, this has tended to privilege large-scale metropolitan transport infrastructure. 

In regional capitals, productivity-enabling infrastructure is typically delivered as multiple sub-scale 

investments — often in the range of $20–150 million per project — including: 

• Regional airport upgrades 

• Water security and recycling infrastructure 

• Freight corridor and bridge upgrades 

• Intermodal and logistics facilities 

• Digital backbone enhancements 

Individually, these projects often fall below traditional national thresholds. Collectively, they determine 

a regional capital’s: 

• Export capacity 

• Labour mobility 

• Housing enablement 

• Industrial diversification 

• Disaster resilience 

Regional Australia accounts for approximately two-thirds of Australia’s export earnings, driven by 

agriculture, mining and energy production. The regions are also at the heart of our once in a 

generation energy transition. Much of the infrastructure that underpins this export performance is 

delivered through these smaller-scale enabling projects. 

The current architecture assesses projects discretely. Productivity materialises systemically. 
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Treating Network Assets as Isolated Facilities 

A further structural issue is the treatment of like-for-like regional assets as isolated local facilities 

rather than components of national networks. 

Regional airports illustrate this clearly. Australia has more than 200 regional airports, many owned 

and operated by local governments. While individually modest in capital value, collectively they 

underpin: 

● Fly-in-fly-out workforce mobility 

● Access to tertiary health and specialist services 

● High-value agricultural and resource exports 

● Tourism economies 

The 2021 Plan recognises the value of regional airport investment on a multi-modal hub-and-spoke 

model that connects aviation infrastructure with land transport systems implicitly noting  these assets 

as network nodes rather than standalone facilities. 

Packaging like-for-like assets for example, coordinated regional airport upgrades or aggregated water 

security programs would: 

• Capture economies of scale 

• Reduce duplicated business case costs 

• Better quantify cumulative productivity gains 

• Recognise network spillover effects 

International evidence consistently finds that network infrastructure produces economy-wide 

productivity spillovers beyond the value of individual projects. 

 

The Local Government Burden 

In practice, much regional enabling infrastructure is: 

• Owned by local governments 

• Advanced through short-term, program-based grant rounds 

• Required to compete on a project-by-project basis 

This creates a structural imbalance. 

Large metropolitan projects are typically sponsored and advanced by state governments with 

established business case capability. Regional capitals often rely on smaller local governments to 

initiate and justify complex proposals for assets that have nationally significant economic implications. 

Infrastructure Australia itself calls for improved asset registers and stronger asset management 

practices reflecting ongoing gaps in condition data and long-term renewal planning. 
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The consequence is that ageing regional infrastructure — including airports, water systems and 

freight bridges — remains reactive and locally advocated rather than proactively assessed as part of a 

national productivity platform. 

Infrastructure as Productivity Reform 

Infrastructure Australia identifies driving a step change in industry productivity and innovation as a 

cross-sector priority and acknowledges that connectivity and social infrastructure enhance productivity 

and economic outcomes.  Targeted enabling infrastructure investment is supply-side reform. It: 

• Reduces freight and logistics costs 

• Expands labour market access 

• Enables housing development 

• Strengthens export capacity 

• Improves resilience 

In an environment where supply constraints — housing shortages, labour bottlenecks and freight 

inefficiencies — have contributed to inflationary pressures, capacity-expanding infrastructure 

increases the economy’s non-inflationary growth rate. 

Underinvestment in regional enabling infrastructure therefore carries both a productivity cost and a 

structural inflation cost. 

 

The Structural Misalignment 

There is now a clear institutional gap: 

• National infrastructure strategy recognises the importance of regional centres. 

• Regional Australia generates a majority share of export income. 

• Housing and workforce pressures require decentralised growth. 

• Assessment and funding architecture continues to privilege large, discrete metropolitan 

projects. 

Without reform to allow aggregated, system-level assessment of regional capital infrastructure 

packages, Australia risks underestimating cumulative productivity returns and constraining regional 

labour market expansion. 

As with housing and population policy, the issue is not recognition of regions in principle — it is the 

absence of structural settings that operationalise them at scale. 
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A Productivity Framework for Growing Regional Capital Cities 

Vibrant and productive regional capital cities are essential to Australia’s long-term sustainability and 

prosperity. As this submission outlines, Australia’s productivity challenge cannot be separated from 

the way we plan for and distribute population growth. Current policy settings continue to reinforce 

metropolitan concentration, intensifying congestion, infrastructure deficits and housing pressures in 

major capital cities, while underutilising the capacity of regional capital cities to support a growing 

nation. 

Regional capital cities already perform a critical ‘capital city’ role within their regions — providing 

access to employment, education, health services, industry, logistics and social infrastructure for 

millions of Australians. They generate a significant share of national economic activity and act as 

hubs that strengthen the surrounding towns and rural communities they serve. The growth of regional 

cities is not a new phenomenon; it is a long-term national trend that has accelerated in recent years 

and presents an opportunity to deliver a more balanced and productive settlement pattern. 

However, as outlined in our work on population, housing and enabling infrastructure, regional capitals’ 

ability to support additional growth is constrained by structural bottlenecks. These include housing 

shortages driven by land activation challenges and enabling infrastructure costs; workforce shortages 

in construction, planning and essential services; limitations in transport and water infrastructure; and 

migration policy settings that do not sufficiently direct skilled labour to regional Australia. Without 

addressing these constraints, Australia risks replicating the costly, congestion-driven growth patterns 

experienced in metropolitan centres. 

A coordinated approach to population policy, housing supply, enabling infrastructure and service 

delivery is therefore required. Strengthening regional capitals is not simply a matter of regional equity 

— it is a national productivity imperative. By investing in connected, productive and liveable regional 

capital cities, the Commonwealth can reduce pressure on metropolitan centres, unlock workforce 

participation, support industry expansion, and ensure that a growing Australia delivers benefits across 

the nation. 

The following policy priorities are designed to enable this growth and position regional capital cities as 

key drivers of Australia’s future productivity. 

The following policy areas and investments have been long advocated by Regional Capitals 

Australia and still remain relevant for a national productivity reform: 

 

Population Policy 

Regional capital cities are seeking a greater share of Australia’s population growth, particularly 

through immigration settings that better align with regional workforce needs and labour shortages. 

Despite strong post-COVID regional growth, less than 17 per cent of net overseas migration is 

directed to regional areas, even as skills shortages intensify across professional, trade, health and 

service sectors. RCA argues that migration policy must better support regional settlement through 

reforms to Designated Area Migration Agreements (DAMAs), Working Holiday Maker visa settings, 

and the definition of “regional” to ensure incentives are genuinely targeted beyond metropolitan 
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centres. Increased settlement services and social infrastructure are also critical to attract and retain 

skilled migrants and their families in regional capitals. 

Recommendations 

• Develop a population policy to encourage businesses and families to move to the regions, 

and that RCA be consulted during the development of this policy. 

• Reform the Designated Area Migration Agreement (DAMA) program to reduce complexity and 

facilitate uptake by regional authorities, regional employers and potential migrants. This 

reform needs to ensure that regional capital city leaders still have a seat at the decision-

making table to allow the local needs to be accurately reflected in DAMAs. 

• Create a formal mechanism and funding for State and Territory Governments to support 

regional authorities to establish Designated Area Migration Agreements. 

• Maintain the specified work component of the Working Holiday Maker program and expand 

the approved industries to include tourism, hospitality and health across regional Australia 

(not restricted to Northern or Remote and Very Remote areas). 

• Refine the definition of ‘regional’ to exclude category 2 cities such as Adelaide, Canberra and 

Perth. This will ensure that immigration policy and programs more effectively target non-

metropolitan regional areas. 

• Commit to increased funding for settlement services and supports, as well as social and 

cultural infrastructure. 

 

Regional Infrastructure Policy 

Sustained investment in regional infrastructure is essential to enable population growth, economic 

diversification and liveability in regional capital cities. Previous regional grant programs have delivered 

economic hubs, tourism assets, arts and cultural facilities, sporting precincts and education 

infrastructure that underpin productivity and workforce attraction.  

However, with population growth accelerating and productivity declining, funding must be reliable, 

predictable and structured to allow councils to plan effectively and leverage co-investment. RCA 

states that the ability to look at regional infrastructure at a systems levels and be assessed as such 

will improve national productivity.  

RCA also supports, multi-stream regional infrastructure funding to support both transformational and 

mid-scale projects that strengthen regional capitals as economic and service hubs. 

Recommendations 

Introduce Aggregated Regional Infrastructure Assessment 

Reform Infrastructure Australia processes to: 

● Assess system wide or bundled projects (packaged between $100-$250 million) to determine 

cumulative productivity impacts across freight, housing enablement, export growth and labour 

mobility; 
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● Recognise hub-and-spoke network effects in benefit-cost modelling. 

● Reliable and consistency of regional funding that includes: 

o A commitment to annual rounds of funding; 

o Applications are sought at a specific time every year; 

o Consistent program guidelines so projects can be planned for that will meet these guidelines 

and co-contributions can be secured; 

o The success or otherwise of a funding application should be known prior to Local Government 

budgets being finalised (May); and 

o Support for business cases. 

 

Regional Airports and Aviation Policy 

Regional airports are essential economic enablers, supporting workforce mobility, tourism, freight, 

emergency services and access to health and education. However, 60 per cent of regional airports 

operate at a loss, facing rising regulatory and security costs, ageing infrastructure and route instability 

following airline administrations. Disproportionate security requirements and limited access to 

sustainable funding place significant strain on councils. Strengthened funding through the Regional 

Airports Program, reform of security cost settings, and action to ensure route viability are necessary to 

maintain connectivity and regional productivity. 

Recommendation  

Treat Regional Airports as National Network Assets 

Develop a coordinated national approach to regional aviation that: 

● Recognises regional airports collectively as economic network infrastructure; 

● Provides sustainable funding pathways for security compliance and asset renewal; 

● Supports route stability during airline restructuring periods. 

Regional airports underpin workforce mobility and export industries. 

 

Local Community Infrastructure Policy 

The Local Roads and Community Infrastructure (LRCI) Program provided vital stimulus and enabled 

councils to deliver essential community assets, but its scheduled conclusion creates a funding gap 

that risks undermining liveability and growth. At the same time, Financial Assistance Grants have 

declined as a share of Commonwealth taxation revenue, constraining councils’ capacity to maintain 

community infrastructure. Regional councils carry broader service responsibilities than metropolitan 

counterparts — including airports and water services — yet operate with smaller rate bases. A 

renewed, formula-based community infrastructure program is required to provide certainty and 

support social cohesion, local amenity and population growth. 
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Recommendations 

● Establish a Community Infrastructure Program with funding to be delivered via annual allocation 

to each Council. 

 

Local Roads Policy 

Regional councils manage 75 per cent of Australia’s road network yet face a structural funding 

shortfall, rising climate impacts, increased freight movements and higher per-capita maintenance 

costs. Regional councils are estimated to underspend what is needed to maintain their roads by 42 

per cent, compared with less than 14 per cent in major cities. While recent increases to Roads to 

Recovery, Black Spot and Safer Local Roads programs are welcomed, long-term funding certainty, 

flexibility and climate-resilient rebuilding settings are essential. Well-maintained regional roads are 

critical to freight efficiency, workforce mobility, service access and national supply chains. 

Recommendations 

● Maintain Roads to Recovery Funding and Black spots Funding  

● The majority of the Roads to Recovery funding increase be directed to non-urban councils. 

● Councils receive rolling notice of the Roads to Recovery funding allocation. 

 

Regional Housing Policy 

Housing shortages are constraining regional productivity by limiting workforce attraction, business 

expansion and delivery of major projects. Regional vacancy rates remain critically low, rents are 

rising, and capital-to-regional migration continues above pre-COVID levels. Barriers include land 

activation costs, enabling infrastructure expenses, planning delays and severe shortages of builders, 

planners and surveyors. Addressing housing supply in regional capitals requires continued enabling 

infrastructure funding, support for innovation, reform to skills pipelines, and removal of policy settings 

that disadvantage council-led housing delivery. 

Recommendations 

Embed Regional Housing Targets Within the National Housing Accord 

Amend the Accord implementation framework to: 

● Establish explicit regional capital housing delivery benchmarks; 

● Link infrastructure funding to verified regional workforce growth forecasts; 

● Recognise greenfield activation and serviced land release as legitimate “well-located” supply in 

regional contexts. 

This ensures housing policy supports national settlement objectives rather than default metropolitan 

consolidation. 
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Regional Water Security 

Water security underpins agriculture, industry, population growth and community wellbeing across 

regional Australia, yet ageing infrastructure, climate variability and limited funding pathways are 

placing increasing strain on regional capitals. Many cities rely on single water sources and require 

urgent upgrades to storage, treatment and distribution systems. Although reforms to the National 

Water Grid Investment Framework are welcomed, local governments cannot directly access funding, 

limiting responsiveness to local need. 

Recommendations 

● Allow local governments to directly submit proposals when state government’s do not prioritise 

regional level investments; 
● Recognise that population growth and industrial expansion require national water planning; 
● Recognise water security as core economic infrastructure. 

 

Regional Arts and Culture 

Arts and culture are core components of liveability, identity and workforce attraction in growing 

regional capitals, yet federal funding remains disproportionately metropolitan-focused. Regional 

councils contribute significantly to cultural funding from limited rate bases and face complex, 

burdensome application processes that restrict access to Commonwealth programs. As regional 

populations grow, arts and cultural infrastructure must be recognised as productivity-enabling social 

infrastructure. 

Recommendations 

● Continue to recognise and enhance the role of arts, culture and creative activity in strengthening 

local identity, contributing to liveability and fortifying population growth in regional Australia. 

● Recognise that access to cultural activities underpins population attraction and retention which is 

key to increasing labour participation 

● Ensure an equitable distribution of arts and cultural funding for regional Australia to better reflect 

existing population distribution and anticipated ongoing population growth. 

 

For More Information 

Rachael Sweeney 

Secretariat 

Regional Capitals Australia  

0422 067 858 

Secretariat@regionalcapitalsaustralia.org.au  

mailto:Secretariat@regionalcapitalsaustralia.org.au
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Table of Recommendations 

Policy Area Recommendations  

 

Population policy 

 

Develop a population policy to encourage businesses and families to 

move to the regions, and that RCA be consulted during the 

development of this policy. 

 

Reform the Designated Area Migration Agreement (DAMA) program to 

reduce complexity and facilitate uptake by regional authorities, 

regional employers and potential migrants. This reform needs to 

ensure that regional capital city leaders still have a seat at the 

decision-making table to allow the local needs to be accurately 

reflected in DAMAs. 

 

Create a formal mechanism and funding for State and Territory 

Governments to support regional authorities to establish Designated 

Area Migration Agreements. 

 

Maintain the specified work component of the Working Holiday Maker 

program and expand the approved industries to include tourism, 

hospitality and health across regional Australia (not restricted to 

Northern or Remote and Very Remote areas). 

 

Refine the definition of ‘regional’ to exclude category 2 cities such as 

Adelaide, Canberra and Perth. This will ensure that immigration policy 

and programs more effectively target non-metropolitan regional 

areas. 

 

Commit to increased funding for settlement services and supports, as 

well as social and cultural infrastructure. 

 

Regional 

Infrastructure 

Policy 

Introduce Aggregated Regional Infrastructure Assessment 

 

Reform Infrastructure Australia processes to: 

● Assess system wide or bundled projects (packaged between 

$100-$250 million) to determine cumulative productivity impacts 

across freight, housing enablement, export growth and labour 

mobility; 

● Recognise hub-and-spoke network effects in benefit-cost 

modelling. 

 

● Reliable and consistency of regional funding that includes: 

o A commitment to annual rounds of funding; 

o Applications are sought at a specific time every year; 

o Consistent program guidelines so projects can be planned for 

that will meet these guidelines and co-contributions can be 

secured; 
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Policy Area Recommendations  

 

o The success or otherwise of a funding application should be 

known prior to Local Government budgets being finalised 

(May); and 

o Support for business cases 

Regional Airports 

and Aviation Policy 

Treat Regional Airports as National Network Assets 

 

Develop a coordinated national approach to regional aviation that: 

● Recognises regional airports collectively as economic 

network infrastructure; 

● Provides sustainable funding pathways for security 

compliance and asset renewal; 

● Supports route stability during airline restructuring periods. 

 

Regional airports underpin workforce mobility and export industries. 

 

Local Community 

Infrastructure 

Policy 

 

● Establish a Community Infrastructure Program with funding to be 

delivered via annual allocation to each Council. 

 

Local Roads Policy Maintain Roads to Recovery Funding and Black spots Funding  

 

The majority of the Roads to Recovery funding increase be directed 

to non-urban councils. 

 

Councils receive rolling notice of the Roads to Recovery funding 

allocation. 

 

Regional Housing 

Policy 

Embed Regional Housing Targets Within the National Housing Accord 

 

Amend the Accord implementation framework to: 

● Establish explicit regional capital housing delivery benchmarks; 

● Link infrastructure funding to verified regional workforce growth 

forecasts; 

● Recognise greenfield activation and serviced land release as 

legitimate “well-located” supply in regional contexts. 

 

Regional Water 

Security  

 

Allow local governments to directly submit proposals when state 

government’s do not prioritise regional level investments; 

 

Recognise that population growth and industrial expansion require 

national water planning; 

 

Recognise water security as core economic infrastructure. 

 

Regional Arts and 

Culture  

Continue to recognise and enhance the role of arts, culture and 

creative activity in strengthening local identity, contributing to 

liveability and fortifying population growth in regional Australia. 
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Policy Area Recommendations  

 

 

Recognise that access to cultural activities underpins population 

attraction and retention which is key to increasing labour 

participation. 

 

Ensure an equitable distribution of arts and cultural funding for 

regional Australia to better reflect existing population distribution and 

anticipated ongoing population growth. 
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