Economic Outlook and an Action plan, for the Nursery and Gardening Industry
It is important to make judgments about where the future lies – for the economy and for your sector and your own businesses. My suggestions are

· Focus just on what matters

· Use numbers as far as you can

· Understand the forces that drive the outcomes

· Make “most likely” outcomes; then

· Allow for another ways the cookie can crumble

In my Darwin keynote to the NGIA on 21/4/2010 I used this framework to handle:

(a) Gloomy forecasts made a year ago in the Federal Budget, and ‘most’ economic commentators, many of whom went even gloomier: recession coming, negative growth, even lower interest rates, burgeoning budget deficits not returning to balance for at least 5 years; contrasted with
(b) My own published forecasts a year ago: no recession; rising interest rates later ion 2009 and into 2010, budgets back in surplus in 2-3 years and the 2010 budget at $18b. deficit, not the $60-80 b. numbers commonly forecast by other economists

(c) Outlook for 2010 and 2011: continued positive economic growth at 2-3%, inflation risks, positive not negative damage from the stimulus packages, further interest rate rises. I expect that the Government and commentators will be in closer agreement with me this year.

(d) The N&G sector: some adverse effects from the global financial crisis – but much less than in Europe and the USA where both the GFC and the side effects have been more severe, and a need for fuller strategic thinking about the drivers of the future of the industry, especially demography and gardening demand propensities.  I made a list of 5 man drivers and some data and other recommendations for the industry.  I elaborated all this in an interview for the ABC Country Hour played on 22/4/2010.
I attach a list of recommendations and response to the Henry Tax Review (overleaf) which delegates might find interesting

Best regards to you all – contact me on n.norman@unimelb.edu.au is you wish – best way to get me during global trotting.

Neville (and Margaret) Norman
Footnote: The main reason the Federal Government has changed its view to predict a return to budget balance and surplus so much earlier “than expected’ is that it totally misread the Australian economy last year and manifested that in bogus budget numbers that exaggerated the difficulty last year.  I made that point firmly in Darwin on April 21 – listeners should not be surprised about what they’re now hearing! NRN

Henry Report and the Rudd Government Response – so far

	Matter
	Henry Proposal
	Govt. Response
	NRN Comment

	Number of tax bases
	Reduce them
	Add one more
	Speechless!

	Complexity of system
	Too complex
	Make it more complex
	Predictable – but there’s more to come: both action AND complexity!

	Time focus of tax reform
	Forty years to 2050
	Ten years
	Probably less

	Personal Tax exemption limit and number of brackets
	Raise limit from $6k to $25k; halve the number of tax brackets from 4 to 2: 35% to $180K; 45% after.
	Reject – leave the PITS as it is
	A real chance for simplification passed by – for the moment. Too complicated for the marginal voters to follow or be moved by.

	Work-related deductions
	Limit or remove, as in many other countries
	No comment
	Real chance – makes sense. Wait!

	Interest & CG Income
	Give a 40% discount
	No comment
	May be done. Costello tried this in 1998- didn’t work and was repealed

	Tax returns - persons
	Simplify, cut out agents for most
	No comment
	Will happen

	Resource Super Profits 
	Tax them
	40% rate from fye 2013, with rebate & new Infrastructure Fund
	Debateable

	Company tax
	Cut from 30% to 25%
	Glacial slide to 28%, except soon for smaller businesses in fye 2013
	Chicken feed

	Super Guarantee
	Leave at 9% of wages
	Raise to 12% of wages by fye 2020
	Revenue grab

	Negative gearing
	Abolish or cut back
	Don’t change
	Political: everyone in politics remembers Hawke’s attempt to change this in 1984/5.

	Low-income super
	
	Give up to $500 pa for taxable incomes up to $37k pa. People 50+ get tax concession for contributions with fund values <$500k
	Deliberate help for lower income and wealth. Direct transfer would be more equitable and not distort work decisions

	Super age limit
	
	Contributions can go to age 75, not 70
	Smart move; demographically realistic

	Family home
	Include in means test and subject to land tax
	Never!
	Continues the Australian political assumption

	Not-for profit sector
	Limit tax benefits
	Never!
	

	GST base and rate
	Outside terms of reference
	Never change!
	Here for a long while

	Medicare Levy
	Remove it
	Never!
	ALP won’t touch it

	Fuel excise
	Index to CPI
	Never!
	Has to move

	Alcohol tax
	Raise
	Never!
	Needs normalisation

	Public housing rents
	Align to market values
	Never!
	

	Bequests tax
	Introduce it
	Never!
	Philosophical

	Dividend Imputation
	Reduce benefits of it
	Never!
	Danger!

	Age pension indexation
	Shave adjustments to less than CPI
	Never!
	There are more fundamental/ super things to do here

	Super Preservation
	Align to pension age
	Never!
	Makes sense

	Luxury Car Tax
	Abolish it
	Never!
	

	Low-income pensioner concessions
	Consider reducing them
	Never!
	Replace by direct support on needs basis

	Land Tax
	Introduce it
	Never!
	Is Henry Henry George?

	Congestion tax
	Consider it
	Maybe!
	Smart move – even UK did it

	Tax Agent reliance
	Massive – simplify tax system
	Maybe???
	Who’s noticing?


There was always pressure on the Rudd Government to get revenue up in the years ahead. The Henry-response adoptions will add a net $600m. to the budget balance in fye 2013 and closer to $3000m., in fye 2014, with little impact before then.    Neville Norman: n.norman@unimelb./edu.au
