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   SOUNDINGS 
   

 
 
 
The objective of Political Parties is to be voted into office and to do 
meaningful things beyond the short term. Australia now needs longer 
term thinking as no one knows how far off a useful recovery is. Forces 
beyond our control are creating an unpredictable circumstance in an 
‘every country for itself’ economic climate…  
 

 
The LNP Government faces a hard task, the reality of which became very 
apparent when they took over the books. It has been argued as to how bad 
the books really were but what we must remember is Australia is a small 
country albeit punching above it weight. So whoever is in power will face a 
struggle to get the books back into ‘order’. Unfortunately it was always 
apparent there never was a quick route to surplus which wouldn’t hurt the 
voter; Abbot and Hockey paid dearly for their senseless enthusiasm. 
  
Australia’s capacity to claw back debt is limited even without including the 
present slowing in revenues. On the world GDP scale we rank about equal 
12th and it was inevitable that China, our largest export customer, could not 
sustain its previous growth rate of 13%+. China put a brave face on it by 
declaring it was turning inwards to generate a stronger domestic economy! 
All the rosy estimates about China’s endless growth ignored the fact that 
many of China’s customers were (are) going broke with the inevitable 
consequence that their own export markets would narrow sooner or later.  
 

Productivity is the saviour in downturns like this and fiscal cuts and 

austerity measures only decrease the availability of money and add to the 
economic burden. When people can’t spend there is a lowering of 
consumption which leads to decreased revenues, layoffs and rising 
unemployment. Where it is necessary to lower debt there are only two options 
– one is to mitigate the debt level (write-offs) which the finance industry resists 
or do it when the economy can stand some managed austerity. Trying to do 
it when the chips are already down simply delays a recovery, hurts any gains 
in the domestic economy and raises the possibility of another recessionary 
period - at best it will prolong recovery.  Productivity generates revenues, 
increases investment, assists employment, provides freer cash flows and 
drives an economy upwards. 
 

I call anything that does the 
opposite the classic 
Simpsons “DOH!” syndrome 
i.e. unwise austerity moves 
causing rising under-
employment which drives the 

workforce into lower income brackets faster 
than we can create new jobs. The consequences of low productivity levels 
are decreasing business profitability, the lowering of wages, less 
discretionary spending, rising unemployment and the failing of marginal 
businesses. The end result for business can be a lower rate of bankruptcies 
which are replaced by record Creditor Arrangements and high voluntary 
business closures.  
 

The second budget tried to right some of the former decisions and did 

cause some sighs of relief but the cuts in the first round were not all reversed 
in the second. Collectively the full effects of both budgets are yet to play out 
and the government has a tough time getting back on track. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
   

The Australian Debt Clock 
as at 9th December 2016 
showed: 
 
National GDP  = $1.6trn 
Total Govt debt  = $784bn 
National debt  = $519bn 
National debt % = 32% 
Credit card debt = $48bn 
Household debt = $1.75trn 
Housing debt = $1.6trn 
All States Debt = $326bn 
GDP per capita  = $68,000 
Population  = 24.4 million 
  
World total debt = 
$62trn 
 
 

World GDP rankings top 
10+ (nominal 2016): 
 
World total GDP= $74trn 
Euro Union  = $17.1.trn 
USA  = $18.6trn 
China  = $11.4trn 
Japan  = $4.7.trn 
Germany = $3.6trn 
UK  = $2.6trn 
France  = $2.6trn 
African Union = $2.4trn 
India  = $2.3trn            
Brazil  = $1.8trn 
Italy  = $1.8trn           
Russia  = $1.5trn 
Canada  = $1.5trn 
Australia = $1.5trn+ 
Sth Korea = $1.4trn 
Spain  = $1.4trn 
Mexico  = $1.0trn 
Greece  = $0.195bn 
New Zealand = $0.180b 

FACT STRIP 
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“If you withdraw money 
from the domestic 

economy it can cause a 
downturn and if you do it 

deeply enough it will 
cause a recession” 

 

Deflation: 
Businesses lower prices to 
compete which then cut their 
margins. The world is awash 
with debt and piling on more 
debt is strangling progress. 
Interest rate rises make it 
harder to reduce debt. Higher 
rates may target property 
bubbles but also hurt 
households trying to reduce 
mortgage debt who in turn 
then cut their discretionary 
spending on which markets 
rely. Deflation is hard to 
eliminate once set in. 
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The bad press over Parliamentarians spending habits, the wrangling over 

rural farmlands, water rights, mining v. agriculture plus the lip service to 
alternative energies and the environment, have not gained the Party any 
points. Of major concern are the wind down in business investment, the fall-
off in mining revenues and the continuing lack of employment opportunities, 
especially for younger persons. The Coalition is lagging in the polls due to 
factors such as: 

 the patchwork approach of the second budget 

 the continuing attack on pensioners 

 rising costs of utilities and the general cost of 
living (e.g. inventible electricity charges) 

 the rise in the cost of health care (e.g. the rapidly 
disappearing bulk billing) 

 lack of decision making on tax-exemptions 
favouring the wealthy (e.g. negative gearing) 

 business fee rake-offs by Govt. agencies (e.g. 
ASIC)  

 heavy handed actions by other Govt. agencies (e.g. ATO) 
In tough times such activities paint Government as a Party incapable of 
making the hard decisions for the good of the nation.  
 

Voter resistance is alive and well as a consequence. One obvious gripe 

is the public know very well that they may have been unwitting participants 
but they did not cause the GFC but are being punished by bearing the remedy 
because that’s ‘the way it’s always done’. Most of the conniver’s and greedy 
fee takers are still at large i.e. those who compiled, insured and sold down 
shonky debt bundles, rigged international interest rates, falsified loan 

agreements and provided bloated 
property valuations, all the while   
pocketing large fees.  
Any real recovery is obviously 
some years off but still we see 
Banks and other financiers 
continuing to make huge profits by 

gouging fees and applying high interest rates. We have a government 
seemingly too tame to undertake a Royal Commission considered so 
necessary by the public. Our Treasurer appears to be at war with whoever 
doesn’t agree with him and who is increasingly being seen as over the top 
and out-of-touch. 
 

Political feelings are mixed right now with opinions swaying over which 

is the Party of choice. Trying to manage a recovery with top-down economics 
and/or implementing trickle-down inputs over long terms are just too slow to 
result in useful outcomes. If we are going to cut interest rates to 25% then 
start now and finish it over the next three (3) years in order to get real traction. 
This recovery is a ‘bottom-up’ recovery, not a top down exercise.  We need 
to generate productivity and all steps should be pointed in this direction. 
This downturn is unlike any other and traditional economic thinking will only 
draw it out until we are all so sick and tired that the traditional parties will find 
themselves disrupted by new opposition with significant percentages of the 
overall vote. 
  
 
  
Colin Coverdale is the Managing Director of Opportune NFP Limited trading as the 
Institute of Small Business Owners. He is a member of the Advisory Board of the 
Small Business Association of Australia (SBAA) and will be a regular contributor of 
commentary papers. SBAA is an advocacy body which actively supports and 
promotes the interests of small businesses to Governments and Regulatory Bodies 
throughout Australia and now in a growing number of international locations.   
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Follower Page 2 

It has been said that perhaps 
Politicians live in a different world 
than the rest of us and from 
recent events that would seem to 
be a real possibility! 

 
Want to remain in government 
- then better win some hearts 
and minds! 
 
Less hurtful cuts to public -  take 
an intelligent timeframe to 
recover to surplus - raise GST & 
automate its collection (saving 
billions) - trade the GST rise off 
against other inefficient taxes 
e.g. FBT and raising the Payroll 
Tax threshold again - ensure 
proper taxes are paid by 
corporations – being in the lower 
business tax rates over the next 
3 years for maximum impact - 
means test services but protect 
the needy -, gradually kill-off 
negative gearing - let 
businesses decide opening 
hours - ensure large projects 
stay in Australia and use 
Australian workers - ensure sub-
contractors get access to jobs 
and get paid -  contract out non-
essential public services - Govts 
not to compete with private 
enterprise - curb corporate 
power over suppliers and limit 
marketshare - incentivise youth 
business training as part of pre-
employment skilling - tax the 
private (rorting) profiteering 
charities -  cut more red tape - 
reduce government & politicians 
expenditures - act against high 
interest charging organisations 
including banks & all classes of 
lenders - incentivise business 
not to offshore jobs - become 
more active on climate change 
and alternative energies - use 
our offshore embassies push 
exports  harder - but most of 
all…show the will to act  
before being voted out of 
power, you’re not much use 

to us then! 

Institute of Small Business Owners              
The home of Certified Professionals 


