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Newsletter  – September 2014 

 

A follow-up to the Question of Happiness 
 

You may remember our initial Newsletter that mentioned the first United Nations World Happiness Report. That first 

report showed that New Zealanders are happier than Australians. Well, there has been a follow-up report, and it 

shows that despite winning the Rugby World Cup, New Zealand has moved outside of the top 10, whilst Australia has 

hung on to 10th place. 

 
The United Nations held its first Conference on Happiness in April 2011 and commissioned the first World Happiness 

Report.  In April 2012, the UN Conference on Happiness and Well-Being was held, chaired by the Prime Minister of 

Bhutan. Bhutan is the first and so far only country to officially adopt gross national happiness instead of gross domestic 

product

 

 as the main development indicator. 

This is all part of the desire by the UN to have heads of state find a way to put happiness on the global agenda. At the 

heart of the discussion is the need to create measures to make well-being a critical component of how global leaders 

measure economic and social development. International Business Times journalist Mark Johanson has noted “In other 

words, the strictly GDP-based approach is outdated, and a nation should been seen as succeeding not if its citizens are 

financially well off, but rather if they are happy and healthy”.  

 
Happiness is measured based on survey responses undertaken by the Gallup organization. Both happiness as an 

emotion (e.g. were you happy yesterday?), and happiness as an evaluation (e.g. are you happy with your life as a 

whole?) were tested and considered separately. Six key factors explain three-quarters of the variation in annual national 

average scores over time and among countries. Those factors are: 
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The world overall was considered to be slightly happier. 

Again, mental health is the single most important determinant of individual happiness. The report notes that about 10% 

of the world’s population suffers from clinical depression or anxiety disorders. These illnesses are the biggest single 

cause of disability and absenteeism, with huge costs in terms of misery and economic waste. Cost-effective treatments 

exist, but even in advanced countries only a third of those who need it are in treatment. Apparently, these treatments 

produce recovery rates of 50% or more, which means that the treatments can have low or zero net cost after the 

savings they generate.  

It is argued that countries may need to spend a higher proportion of their health budgets on mental health and use 

these resources more efficiently. This ties in closely with the global happiness agenda in two ways.  

1. Better treatment for mental health would improve happiness directly; and  

2. Improving happiness in other ways would reduce the frequency of mental illness.  

 
As a general consensus, positive feelings lead to less health issues. 

 
Governments are being challenged to undertake policy settings in areas like health, education and transport with due 

consideration of population well-being measures. Perhaps the level of growth in population happiness is a sign of a 

successful government. 

 
Maybe we are beginning to measure the right things right

 

! 

 

 

 

 

1. Real GDP per capita  
2. Healthy Life expectancy 

   

3. Social Support 
 

4. Freedom to make life choices 
 

5. Perceptions of corruption 
 

6. Generosity 
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World Happiness Index Top 20 

2014 Index 2012 Index 

1. Denmark 

2. Norway 

3. Switzerland 

4. Netherlands 

5. Sweden 

6. Canada 

7. Finland 

8. Austria 

9. Iceland 

10. Australia 

11. Israel 

12. Costa Rica 

13. New Zealand 

14. United Arab Emirates 

15. Panama 

16. Mexico 

17. United States 

18. Ireland 

19. Luxembourg 

20. Venezuela 

1. Denmark 

2. Finland 

3. Norway 

4. Netherlands 

5. Canada 

6. Switzerland 

7. Sweden 

8. New Zealand 

9. Australia 

10. Ireland 

11. USA 

12. Costa Rica 

13. Austria 

14. Israel 

15. Belgium 

16. Luxembourg 

17. United Arab Emirates 

18. United Kingdom 

19. Venezuela 

20. Iceland 

The recent Federal Budget and the Business Owner Happiness Index 

 
Just as we did when the first UN World Happiness Report was issued, we thought we would consider how happy 
Business Owners would be with the recent and first Federal Budget handed down by the new Treasurer earlier in May 
2014.  
 
We have scored the various announcements with happy faces or sad faces based on our broad anecdotal testing.....i.e. 

we have spoken with a few people......and our analysis is Sydney centric! 

Announcement Business Owners 
Affected Comment Happy 

Score Sad Score 

From FY17, the income threshold for the Higher 
Education Loan Program (“HELP”) will be 
lowered by 10%, with repayment starting 
earlier and interest based on the 10 year 
government bond rate. 

All Less available cash to 
the new starters from 
university  

 
 

From FY16, loan fees applied to Fee-Help loans 
for full fee paying courses will be removed 

All Less cost to get 
started for full fee 
paying courses 

  

Confirmation that funding for the Gonski 
reforms will be withdrawn after 4 years, placing 
the education funding responsibility on the 
States 

All Additional State 
charges or GST hike 
may result 

  

$820m in government support for students 
studying diplomas at private colleges 

All Will the quality of 
graduates and new 
starters be better? 

 

 

From FY16, tertiary education is to be de-
regulated allowing universities to set their own 
tuition fees 

All Will the quality of 
graduates and new 
starters be better? 

?   ? 

From FY16, a personal contribution of $12 for 
each GP visit, comprising a $5 reduction in the 
Medical Benefit Schedule and a $7 patient 
contribution, subject to exclusions and 
reinstatement after a set number of services on 
an annual basis. 

All Increased cost of day 
to day health 

  

$5 of the co-payment will contribute to a $20b 
medical research fund 

Health Research For the average $ 
invested in Australian 
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health R & D, $2.17 in 
health benefits is 
returned (Access Economics) 

Co-payments on prescription medication under 
the PBS to increase by $5 

All Increased cost of day 
to day health 

  

From FY18, funding of public hospitals will only 
be indexed by growth in the CPI and population 

All Cost of health will be 
higher 

 
 

Increase in the PBS and general safety net 
thresholds 

All Controlling some of 
the costs of day to 
day health 

  

The income thresholds determining the Private 
Health Insurance Rebate and the Medicare Levy 
Surcharge will not be indexed for 3 years from 
FY16 

All Minor tax impost   

From FY15 abolition of the Dependant Spouse 
Tax Offset 

Minimal Minor tax impost   

Medicare levy low-income thresholds to be 
increased for FY14 

Minimal Minor tax benefit   

General net reduction in the Family tax Benefit  Minimal Minor tax impost   

Changes to the eligibility of the New Start and 
Sickness allowances, including search and 
participation activities 

Minimal Minor effect 
Good & Bad 

?   ? 

Review against eligibility criteria for Disability 
Support Pension recipients under 35 

All More process to build 
work capacity and 
prospects 

 

 

Pensions and pension equivalent payments are 
to be increased by CPI and not with the higher 
indicator indexes 

All Minor effect ?   ? 

First Home Saver accounts to be abolished for 
FY16. Government co-contribution ceasing for 
FY15 

All Less incentives 
available to new 
starters  

 
 

Repeal of the low income superannuation 
contribution 

Minimal Minor effect ?   ? 

2% levy on taxable income of individuals in 
excess of $180,000 from FY15 to FY17 i.e. the 
temporary budget repair levy 

All The “heavy lifting” 
contribution. 
Reduce by salary 
sacrifice to super 

 
 

Abolition of the mature age worker tax offset 
for FY15, offset by the new subsidy for 
employers hiring Australians 50 years and over. 

All Minor tax loss offset 
by subsidy 

  

Changes to the income limit, income tax test 
and deeming thresholds in respect of the 
account based pensions and Commonwealth 
Seniors Health Card 

All Need to maintain self-
funded retirement 
objective for seniors 

  

Age pension qualifying age to increase to 70 
from FY36 

Minimal Minor   

The freezing of eligibility thresholds under the 
relevant asset and income tests for various 
benefits and rebates 

Minimal Minor  
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Individuals to have the option of withdrawing 
superannuation contributions in excess of the 
non-concessional contributions cap. Any related 
earnings on the excess contributions are to be 
taxed at marginal tax rates 

All Sensible   

Increase in the caps for concessional and non-
concessional superannuation contributions due 
to indexation confirmed 

All Not before time   

Reduction of the corporate tax rate from 30% to 
28.5% with effect from FY16 

All A net reduction of 5% 
tax payable. 
The level of franking 
credits to be attached 
to dividends will be 
reduced 

  

 

 

For companies with taxable income > $5 
million, the 1.5% Paid Parental Leave Levy is to 
apply. 
Paid parental leave has been scaled back to a 
maximum payment of $50,000 over 6 months 
for those on salaries up to $100,000 p.a. 

Many Significant benefit for 
the welfare and early 
age development of 
children. 
The levy will not 
convert to a franking 
credit 

  

 

 

 

The Research and Development tax incentive 
rates will be reduced by 1.5% effective for FY15 

Many This was to align with 
the company tax rate 
reduction, but the 
years are out of sync 
with a real reduction 
happening in FY15 

  

Government to re-visit the tax treatment of re-
alignment of mining interests  around  joint 
ventures, mining tenements, neighbouring 
fields, the sharing of expenditure and 
infrastructure 

Mining Will provide some 
operating efficiencies 

 

 

Introduction of the Exploration Development 
Incentive of $100m over 3 years from FY15 

Mining Shareholders of 
exploration 
companies can claim 
a refundable 
“Exploration Credit” 

  

Changes to the Managed Investment Trust rules 
have been deferred to FY16. In addition the 
Trust streaming rules will not apply 

Some Provide time for 
consultation to bring 
ease in administration 

  

The tax rate for non-residents has increased 
from 32.5 % to 33% for the first $80,000 
earned. 
The temporary budget repair levy of 1.5% for 
income over $180,000 also applies 

Minimal Minor   

The FBT rate has increased from 47% to 49% 
from April 2015 to 31 March 2017. 
However, the changes will not affect the not-
for-profit sector 

Many This is to ensure the 
temporary budget 
repair levy is not 
avoided 

 

 

 

 

$11.6b Transport Infrastructure spending as 
part of the Infrastructure growth package 

• Melbourne East West link 
• Adelaide North South corridor 
• Perth Freight link 
• Toowoomba second range crossing 

Many Transport efficiency 
and cost 
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• Western Sydney road upgrades to 
support Badgerys Creek airport 

Fuel excise to be indexed twice yearly All No surprise really   

$5b Asset Recycling Initiative as part of the 
Infrastructure growth package aimed at 
incentivising asset sales by states and territories 

Many Divestment program 
of government assets 
to the private sector 

 

 

An ongoing Asset Recycling Fund to further help 
asset sales by states and territories. 
Fund to be capitalised from the remainder of 
the “Building Australia Fund”, “Education 
Investment Fund” and the sale of Medibank 
Private 

Many Divestment program 
of government assets 
to the private sector 

 

 

The final round of the National Rental 
Affordability Scheme (“NRAS”) will not proceed, 
saving $232.5m. 
Funding for tenanted NRAS properties is not 
impacted 

Builders Does this mark the 
end of govt. 
involvement in 
housing supply ? 

  

The government will not proceed with the 
Housing Help for Seniors pilot program, 
designed to assist seniors to downsize to age 
appropriate housing 

Builders Second bugger   

Amendment to avoid double taxing of 
retirement village loan liabilities upon 
consolidation 

Some Should have been 
avoided in the first 
place 

  

Amendment to CGT rules for non-residents to 
exclude intercompany dealings between 
members of unconsolidated groups to 
determine whether an entity passes the “land 
rich” test 

Minimal Amendment to detail   

Government confirmed the increase in the 
Superannuation guarantee rate to 9.5% from 1 
July 2014. 
Rate to remain at 9.5% until FY19, after which it 
will increase by each year until it reaches 12% in 
FY23 

All Previously flagged 
that step up would be 
slowed 
Late final extra: 
Legislation passed 
early Sept 2014 
delaying change from 
9.5% until FY2021, 
reaching 12% by 
FY2026 

 

 

Commitment to the $2.55b Emissions 
Reduction Fund has been confirmed 

All Trade-off against the 
removal of the carbon 
tax 

 

 

Continued funding of the National Climate 
Change Adaptation Research Facility 

All Part of the new 
government’s policy 
program 

 

 

Reduction of funding for ASIC and the ATO by 
$262.9m over 5 years. 
Review into the privatizing of the registry 
function of the ASIC 

All Good as long as time 
frames and costs for 
businesses do not 
increase 

 

 

Deferral of the tax compliance and data 
matching regime until FY17 

All The present plan 
looks as though the 
same info will be 
collected at a number 
of points, duplicating 
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time and costs 

$1.2m allocated to a study looking into the role 
of the Australian Reinsurance Pool Corporation, 
a government agency funded by the property 
industry to underwrite terrorism 

Builders, Property 
Developers and 
Investors 

Important, but 
proceeds previously 
milked to fund govt. 
budgets 

 

 

$34m for FY15 to fund additional capacity of 
the Australian Building and Construction 
Commission 

Builders and Property 
Developers 

To address illegal 
union activity on 
construction sites 

 

 

$53.3 for the Royal Commission into Trade 
Union Governance and Corruption 

All Includes a focus on 
trade unions in the 
building and 
construction industry 

 

 

Dumping of the mining tax Mining Offset of other trade-
off measures may be 
retained 

 

 

Dumping of the carbon tax All Power prices should 
reduce 

 

 

Confirmed that the Medicare levy will increase 
to 2% from FY15 

All Increase cost    

A $484.2m Entrepreneurs’ Infrastructure 
Program to provide loans up to $20k 

All A step forward in 
encouragement, but 
not a lot per shot 

  

$200m increase in funding for the Export 
Finance and Insurance Corporation 

Exporters Open for business 
 

 

Total   43 27.5 

Now, this is not to say that all of the government Budget measures will in fact get through the legislature. Only time and 

one big Palmer will tell. 

Perhaps the Budget is not as bad as the commentators are leading us to believe. However, one thing is for sure; The 

Budget needs to be put “to bed”, one way or another as soon as possible, so that the economy can get down to business 

with some certainty. To do this, the government will need to negotiate some of the budget measures and stop political 

opportunists making capital from it! We shall see. 

 

 


