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Subject:  Federal Budget 

WILLIAMS: Innes Willox, CEO of Ai Group, joins us live from Canberra. First of all, what’s been 
the reaction of your members to this budget? 

WILLOX: Well, as with any budget there’s winners and losers and there’s good and bad. On the 
whole we think the government has probably got the balance about right in terms of the return to 
surplus. They maybe could go a little bit harder later on. But it’s a moderated return to surplus, 
that’s something our members want. The big focus on infrastructure is something that our members 
have been pushing for and that’s really welcome, and if we can get that going as fast as possible 
that will benefit the entire economy, so that’s very essential, and also the corporate tax cut has been 
welcomed. They’re the big wins for us and there are some downsides as well. We still have some 
concerns about the budget levy, the dampening affect that will have. The people on those sorts of 
incomes are spenders and they will spend and we just think that that may impact on sentiment. The 
continued focus on the government’s paid parental leave program and how that will offset the 
company tax cuts for about over 3,000 companies, that’s a worry. And also some cuts around R&D 
tax concessions, we’re very wary of those particularly as we have to start innovating our way 
forward because we are now officially, from the World Bank, the world’s fourth most expensive 
economy. We have to be smarter, so that’s of some concern to us. So there are some upsides and 
downsides. 

WILLIAMS: Innes, you’ve mentioned there the hike of the tax rate for those top 3,000 companies. 
This budget is supposed to be about sharing the pain, Tony Abbott tells us, everyone doing their bit 
for the good of the nation. Some have suggested this morning that businesses have gone relatively 
unscathed. What would you say to that? 

WILLOX: Well I’d argue against that. You just look at the $850 million cuts to government 
programs to support industry. There were a lot of programs that were established around clean 
technology, around transition particularly for those manufacturing companies, the automotive 
companies, programs which help educate their workforce in terms of language, literacy and 
numeracy. All of those programs have been cut. So there are some significant cuts that are 
impacting on business.  Of course, remember that the net impact on our biggest companies is that 
they aren’t really going to get a company tax cut because they are paying for the paid parental leave 
levy. 

WILLIAMS: The big end of town is paying for the parental leave levy but not smaller companies. 

WILLOX: They get the corporate tax when they are smaller companies and they are eligible for it, 
and we welcome that. Of course, our ambition is to get that corporate tax rate to about 25 per cent, 
as we said in the Henry tax review. But this is a positive first step and something that we very much 
welcome. 

WILLIAMS: Innes, should we be talking about further tax cuts, though, to the company tax rate 
when at the same time we are seeing pensioners under pressure and people now having to pay to go 
and see a doctor? 

WILLOX: You’ve got to remember that companies are the drivers of the economy and the 
government’s made it very clear, and we’re all very aware that we have a flat-lining economy at the 
moment. We are growing below trend. Underemployment, according to the budget’s forecast, is 
expected to increase through next year. We have to find ways to generate growth, productivity, 



confidence and jobs and one way to do that is to put more money in the pockets of business so they 
can invest.  

One of the key points of the budget is that they have very low expectations when it comes to 
investment. As the mining sector pulls back from its investment we need to get that investment 
driven through the rest of the economy. We’ve got to create the jobs of the future and we’ve got to 
create the skilled jobs that our children need. Particularly with our demographics working against 
us, this is a budget where I think that everyone is taking a hit in one way or another. There’s a bit of 
pain. You could argue that there will be more pain overall, but everyone’s taking a bit of pain.  
Nobody’s escaping from this scot-free. 

WILLIAMS: You identified that the levy on top income earners is something that is likely to 
dampen consumer spending. But what about the petrol tax and the cuts to services, the things at the 
lower end, why will this dampen sentiment more than any of those? Why have you picked out this 
one aspect? 

WILLOX: Well, that one in particular impacts on us because it puts our top marginal rate at 49 per 
cent effectively. And that puts us in the top 10 in the world, and that impacts on our 
competitiveness, it impacts on our attractiveness as our nation for the best and the brightest. And, 
when these people are earning those sorts of incomes, they spend it. There’s an anomaly here. 
Think about this: if you’re earning $200,000 in a one income family you get hit with the levy, but if 
you and your partner are both earning $170,000 each you don’t get hit with the levy. To us that 
doesn’t make sense. So there’s some anomalies there and some equity issues there. We just think it 
will dampen demand because these people do have disposable income and they’re the ones who 
would spend it. It will also impact on sentiment. It also impacts on aspiration. That’s where our 
concern particularly is. 

WILLIAMS: Thanks Innes.  
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