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Implications of the Federal Budget on Agriculture

The Federal Budget was not expected to have a huge impact on the Agricultural sector, and from this perspective, the 
budget didn’t disappoint. New policies directly targeted at agriculture are limited, with much of the focus on climate and the 
environment.  But some economy-wide initiatives, such as changes to company tax rate and superannuation requirements, 
will have a significant impact on the agricultural sector.  

In terms of numbers, total expenditure in the agriculture, forestry and fishing sectors is estimated at ~$3.5bn in 2010/11, 
before declining by 15%pa (real terms) over the forward years. This mainly reflects lower expenditure on drought assistance 
due to an assumed return to normal seasonal conditions. Significant spending is forecast in 2010/11 on ‘Natural resources 
development’ (~$1.8bn) which is largely driven by the Water for the Future package.   

The major fresh initiative aimed directly at the farm sector is the trial of a new Drought Policy in WA. The primary objective 
of this initiative is to improve primary producers’ preparedness for drought, incorporating measures such as business 
planning and capacity building. We welcome reform to drought assistance as existing policies are retrospective, 
constrained by lines on a map, and do not encourage optimal decision making. In particular, the existing policy of interest 
rate subsidies encourages higher than optimal risk taking and contributes to the farm sector’s debt burden.  

The multiple environment and climate change initiatives will have varied impacts on farming communities. For example, 
Landcare funding will assist landholders in addressing land degradation issues. But the Reef Rescue program will impact 
on farming practices in the Qld cane and cattle industries. More Murray Darling Basin water buybacks, part of the Water for 
the Future package, could further dislocate irrigation communities. Those communities must continue to adapt as the 
government seeks environmental sustainability. Finally, the Climate Change Research Program will study issues such as 
soil carbon and livestock emissions. The implications for agriculture are likely to be both positive and negative.  

Reforms are also aimed at Quarantine and Biosecurity. The main initiative is $32.5m aimed to fund various Biosecurity 
measures including the development and trial of a new mode of operation. The government retained their commitment to 
reform the export certification process, aimed at improving IT systems and removing ‘red tape’. We believe that legitimately 
protecting our ‘clean image’ whilst removing obstacles and costs to conducting business should be primary objectives.  

Infrastructure improvements are critical to the rural sector. Most notably, the government is continuing with its rollout of the 
National Broadband Network (NBN). According to the government, the NBN aims to provide 90% of premises with 
broadband with speeds of up to 100 megabits per second. This is 50 times faster than most people experience today. They 
intend to connect all other premises with technologies that will be able to deliver 12 megabits per second or better. 
Admittedly, a large proportion of primary producers will fall within this bottom 10%, but it’s a step in the right direction. 
Improved communications and information dissemination is crucial for improving farm sector productivity.  Funding aimed 
at improving regional road and rail infrastructure is also welcome.  

The FarmReady package is focuses on addressing skills shortages; however it is mainly concerned with climate change. 
Other skills issues – for example in the areas of finance, succession planning and marketing – have not been addressed.  
Labour shortages and the issues surrounding a declining and aging workforce have not been targeted.  

Small business reform, such as taxation and superannuation policy, will have a significant impact on the farm sector. The 
reduction in the company tax rate to 29% in 2013/14 and to 28%from 2014/15 will promote investment. Furthermore, for 
eligible small business’s the tax rate will be cut to 28% in 2012/13.  Changes to depreciation schedules for small 
businesses should reduce tax burdens and improve simplicity. But the proposed increase in the Superannuation Guarantee 
from 9% to 12% by 2019 will slowly add to business costs. Nonetheless, it is good economic policy when viewed in light of 
an aging population and the requirement to boost the national savings rate.  

Finally, the proposed Resource Super Profits Tax (RSPT) will have some second round impacts on the farm sector. The 
structure of the RSPT will result in more investment in the mining sector and increased output. This will result in greater 
competition for labour in rural areas, exacerbating farm sector labour shortages. There will be increased competition for 
rural services such as mechanics, storage facilities and transportation (i.e. fly-in fly-out operations). Finally a larger mining 
sector may result in increased competition for natural resources such as land and water. 



Global Markets Research 

Commodities: Agri Updates 

 

 2 

Figure 1: Summary of expenses – agriculture, forestry and fisheries 

 

Source: Budget papers 
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