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CPA Australia represents the diverse interests of more than 168,000 members working in 100 countries and regions supported by
19 offices around the world. This includes over 42,000 members in NSW. We make this submission on behalf of our members
and in the broader public interest.

Current conditions are challenging for NSW business. Many businesses face labour shortages, supply disruptions, increasing
costs and weak customer demand. While some of these challenges are fading, the risks of weaker than expected global
growth, further supply and labour shortages, inflation and future COVID-19 outbreaks and variants add considerable
uncertainty to the short-term outlook.

Professional accountants are at the frontline of supporting businesses, including those in distress. Our members are telling us
that business confidence is fragile, and the outlook is highly uncertain.

Given this challenging environment, we recommend that this year’s budget include a business support package that helps
businesses to:

* manage through current risks
e strengthen their ability to respond to future COVID-19 outbreaks
o take advantage of the recovery.

Not all support needs to be financial. We recommend that this package focus on building small business capability, and that
emergency financial aid should only be offered in limited circumstances.

Our research shows that the digital capability of Australian small businesses is typically well behind their counterparts in Asia. This
is likely to be a major reason why smaller numbers of Australian small businesses experience growth than small businesses in
Asia. More extensive government incentives for business to use technology will help to address this digital gap.

While NSW net debt is forecast to exceed $100 billion by June 2025, we caution against raising state taxes and turning to
austerity in this budget. Low population growth, low business and consumer confidence, high levels of business
uncertainty and inflationary pressures mean that increasing the tax burden or austerity will impact business activity and
standards of living.

We also recommend that the budget have fewer measures. New budget measures often include new compliance requirements.
Less measures in this budget should therefore give businesses extra time to focus on themselves and their recovery.

CPA Australia believes that the budget should include important announcements on:
¢ building small business capability

¢ small business digitalisation

e tax reform

e addressing skills shortages

e reducing regulatory changes

stakeholder engagement.
Our detailed recommendations on each of these topics are included below.

This budget will be framed against the backdrop of a virus that is likely to throw up further challenges and surprises. Therefore,
future business support should be designed to build businesses’ ability to manage through without the need for significant
additional government support.

For more information

If you have any questions about this submission, please contact Gavan Ord, Senior Manager Business and Investment Policy, on
gavan.ord@cpaaustralia.com.au or 0419 547 782.
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Building small business capability
through advice

COVID-19 continues to throw up new challenges for
business. With new outbreaks and variants possible for
some time, trading conditions are likely to wax and
wane. Businesses need support to respond effectively to
this changing environment. Future support packages
should emphasise building the capability of businesses
to respond to crises and position themselves for growth.
For future outbreaks, emergency financial aid should
only be offered in limited circumstances.

Recommendation 1

To support small businesses through the
ongoing and evolving challenges of COVID-19,
the government should provide financial
incentives to small businesses to access tailored
advice from advisers of their choice.

Smaller businesses can build their business capabilities
in a variety of ways. It is our experience that one of the
best and fastest ways is through professional advice.

Our members have informed us that because of current
business challenges, many of their small business clients
don’t have the capacity to pay for advice or have not
prioritised seeking advice due to competing pressures.
We know this can potentially endanger the viability of
such businesses and limit their options for recovery.

This reluctance to seek advice can grow when small
business gets further into difficulty. Our members find
that businesses in distress increasingly avoid
communicating with others, including their trusted
adviser. They attribute this to concerns over the cost of
advice and a fear of appearing to be a failure.

With many businesses soon having to begin repaying
deferred rent, taxes and loans, the risk of increasing
numbers of business facing financial problems is rising.
Such businesses should be reaching out for advice.
However, we fear many will not without incentives to do
so.

The consequence of not seeking advice is that the range
of options available to business owners to respond to
their difficulties can reduce significantly. This may lead
to otherwise viable businesses needlessly struggling. In a
worst-case scenario, decisions on the future of a
business may be made by creditors, not the business
owner.

Expanding or extending the business advisory services
provided by governments or their contractors, such as
Business Connect is only part of the solution.

This service only reaches a small proportion of
businesses. Small businesses are instead significantly
more likely to seek advice from a private provider,
especially accountants. For example, yet to be published
research by CPA Australia shows that 44 per cent of
Australian small businesses received advice from an
accountant or business consultant in 2021, compared to
eight per cent who received advice from government.

Given the risks of future COVID outbreaks and shocks,
the government should aim to quickly and efficiently
build the capability of significant numbers of NSW
businesses to respond to those challenges. To do this,
we suggest the Government roll out support programs
that leverage the considerable reach, scale, skill and
community trust of existing professional advisers. This is
likely to influence far greater numbers of small
businesses to seek advice than if governments rely solely
on their own advisory channels.

CPA Australia proposes that the government provide
small businesses, especially those in difficulty, a financial
incentive to access advice. This incentive could be in the
form of a voucher or grant (we suggest around $1500).
The small business would use it to access the advice they
need from an adviser of their choice (for example, their
existing professional accountant, lawyer or technology
consultant).

Such a voucher or grant should encourage greater
numbers of small businesses to access the tailored
advice and guidance they need. This should improve
their business, financial and planning skills, thereby
enhancing their ability and confidence to manage
through future COVID-related shocks without the need
for significant emergency aid from government or
extending the commercial rent relief scheme. It would
also put them in a better place to manage the cash flow
pressures that will come from repaying deferred rent,
taxes and loans.

This proposal would assist with the emergence of
stronger, more competitive and sustainable small
businesses in the longer term. It would benefit not only
the business, but also their employees and the broader
economy.

The Tasmanian Government’s COVID-19 Small Business
Advice and Financial Guidance Program provides an
example of such a scheme.

Digitalising small business
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Addressing skills shortages

Skills shortages were present before the emergence of the
Omicron variant. Identifying where such shortages are most
pressing and increasing the size of the skilled labour pool,
including professionals is critical to supporting businesses,
jobs and the economy.

Recommendation 8

Work with the Federal Government, other states
and territories and industry to identify where
workforce pressures are greatest and increase the
number of free or highly subsidised training places
in those areas.

Recommendation 9

Work with industry and educators to provide career
advisers with better information about occupations
with the greatest skills shortages.

Recommendation 10

Work with industry and educators to improve the
design of work experience programs.

Australian businesses have for some time found it difficult to
access the skilled labour they need, including professionals.
Engagement with members indicates this is having a
negative impact on businesses in many different industries
across the nation.

As a first step, identifying where the shortages are most
acute will allow government to focus its efforts. Providing
free or highly subsidised vocational training in areas
identified as of greatest short-term need will increase the
size of the skilled labour pool, reducing skills shortages.

Longer term shortages should be addressed through
measures that encourage more people to complete
vocational or tertiary education courses in areas of skills
shortages, and greater skilled migration.

Measures to increase the local supply of in-demand skills
include:

e providing career advisers in high schools and tertiary
institutions with better knowledge of what occupations
are in greatest demand and improving their knowledge
of those occupations

e improving the design of work experience programs. This
should include considering whether employers should
be paid to take on work experience students. One
example of this is the Victorian Government’s
SummerTech LIVE program, although for NSW, such a
program should include students in other disciplines,
not just technology given the significant shortages of
professionals.

Reduce regulatory changes

In this challenging and uncertain environment, businesses
need to focus on managing risks and challenges, and
positioning themselves for a potentially very different
future. Reducing the volume of budget announcements
that involve regulatory change would decrease the time
commitment required by businesses to comply with new
laws, allowing them to better respond to the current
environment.

Recommendation 11

The volume of regulatory changes announced in
this budget be reduced to give businesses more
time to focus on their risks and opportunities.

Recommendation 12

The government should ask its agencies to
manage, delay or not proceed with regulatory
changes to give businesses more time to focus on
their recovery and growth.

A budget that has fewer short-term reform
announcements than usual, and one which pushes back
previously announced measures, will give businesses more
time to focus on their business recovery and growth.

The time required to comply with new measures can be
significant, especially for small business. Reducing the
volume of proposed law changes in this budget (and
administrative changes by government agencies) reduces
the time required to understand and comply with such
obligations. In turn, this gives businesses and their advisers
extra time to focus on themselves in this difficult period.

Such an approach would be welcomed by many business
advisers. Their workloads have remained significantly
higher than usual since the beginning of the pandemic. This
is primarily due to assisting clients with JobKeeper,
JobSaver, the COVID-19 Business Grant, the new Small
Business Support Program and rent relief for commercial
tenants. They now need to focus their efforts on assisting
clients through this current period.
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Improving stakeholder engagement

Effective stakeholder engagement by government is not
only essential to good policy development and its
successful implementation, but also to driving NSW’s
economic transformation.

Recommendation 13

The introduction of a centralised stakeholder
engagement function within government
agencies to coordinate external consultation.

As an organisation that is regularly engaged by
governments around Australia and the world, we believe
the NSW Government has been very good with how
they have consulted the business and professional
community throughout COVID-19 and in earlier
consultations on tax reform. However, as with all things
there is opportunities for improvement.

Insufficient, rushed or overlapping consultations
increases the risk of stakeholders not being able to
appropriately respond to consultations. This can lead to
poor policy development, unintended consequences and
implementation issues.

In designing effective engagement processes,
government agencies should recognise that external
parties don’t have the same level of resources as the
government. They should also ensure they engage with
relevant national, as well as local, organisations to get a
broader perspective on important issues.

To improve stakeholder engagement, CPA Australia
recommends that centralised engagement teams be
established within agencies to:

e coordinate the timing of consultations across the
agency (and with related agencies), ensuring that
stakeholders have sufficient time to respond to
consultations

e ensure there are a variety of ways stakeholders can
provide feedback, and consider developing new and
innovative approaches to engagement

e advise agencies of process improvements and best
practice, as well as measure the effectiveness and
inclusiveness of the process

e coordinate the running of regular consultative
meetings between the agency and key stakeholders
and consider having an external co-chair for such
meetings.
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