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Where are the budget benefits?   

This article was published in the Newcastle Herald  
25 May 2015. 
 
The Hunter Research Foundation (HRF) delivered our latest Hunter economic indicators last 
week, three days after the Federal Budget was handed down. As HRF reported, we are 
experiencing the worst economic conditions that the Hunter has faced in a generation, 
including high unemployment and near-record low levels of business confidence. To say 
that we were disappointed in this Budget is an understatement, especially in relation to its 
impact on regional economies.   
 
The Australian economy has seen fiscal measures drive down interest rates and the 
Australian dollar, which should have seen a boost in business confidence and 
investment. This hasn’t happened due to the continuing effects of the slow-down in mining 
investment across the national economy and in particular in the Hunter. Is playing around 
the reform edges with a modest decrease in SME tax rates and facilitation of child care 
really going to make a difference? This is assuming that these measures, and other reform 
measures left over from the previous budget, can get through the Senate. 
 
The broad aims of the latest Federal Budget are to increase workforce participation and 
boost employment and investment. The policies meant to enable that include providing  
‘carrots’ for working mums and ‘sticks’ to stay-at-home mums; incentives to hire over-50s 
and under-25s; and a tax cut and accelerated depreciation for SMEs. Are these policies a 
remedy for the current situation? How effective is stimulating the supply of labour by 
encouraging people to enter the workforce, when there is a shortage of jobs for them to 
take up? The economy has excess labour supply, not labour demand. For Hunter SMEs, 
lack of sales is the major constraint we are seeing in our indicators, not higher taxes.  
 
The Budget lacked demand-boosting policies. What will define the economic success of 
regions like the Hunter is the creation of new jobs and in particular high-value jobs. The 
level of job losses in mining and manufacturing are significant and need to be balanced 
by job creation in new areas such as professional services. Otherwise we will see a 
significant drop in regional economic value and in our ability to connect to global 
markets. 
 
It will also be critical to create jobs in this sector to retain the highly-qualified graduates 
from our TAFE and University to begin addressing what is becoming structural youth 
unemployment in the Hunter and to stop the brain drain out of the regions and into our 
capital cities. 
 
What I’d like to see from both Federal and State Governments is a raft of measures to 
promote job-creation in regional economies. This package could include creation of 
special enterprise zones with incentives for new investment and tax concessions. It should 
recognise that Government spending is a powerful driver of growth for our manufacturing 
and services sectors and ensure that regional companies can compete effectively for this 
work. It should not only focus on the sugar-hit of hard infrastructure investment but also 
provide spaces and support for innovative activities between SMEs and research 
institutions such as CSIRO and the University. By providing new financing opportunities 



 

through regional development banks, Government could bridge the funding gap that a 
large number of SME’s face in supporting investment growth. 
 
The fiscal card has essentially been played in Australia; how much lower can interest rates 
go? We will not see a turn-around in the region’s economic situation unless new and 
targeted initiatives are developed between government and business that focus on the 
core problems – lack of access to markets, skills and funding that plague SMEs in regional 
economies. Policies that reduce our dependence on one sector, mining, and that enable 
Australian companies become more internationally competitive and innovative are 
necessary for long term economic success. 
 
At our breakfast, HRF launched a new research project to identify opportunities in the 
Hunter’s services sector and to explore how service companies (both large and small) are 
tackling the problems that confront them in taking advantage of these opportunities. We 
all want to see a thriving and prosperous Hunter economy in the future and HRF are 
working with a group of Research Ambassadors in the region’s professional services 
industries to try and find ways to stimulate growth in this critically-important sector.  
 
If Budgets and governments won’t lead, let’s get together to enact change at a local 
level.   
 
Dr Brent Jenkins is CEO of HRF  
To read HRF’s Hunter Economic Indicators, visit www.hrf.com.au  
For more HRF Research insights subscribe to #HRFInsights newsletter 
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