
 

 

Describe the main features of the 2017-18 Federal Budget. Analyse the 
likely impact of key measures on the level of economic activity in Australia 
 
The Australian Federal budget is a document which is presented in May every 
year and communicates the fiscal and economic outlook for the economy, 
including expenditure and revenue estimates for the following financial year. It 
demonstrates the political and social priorities of the Federal Government and 
the way in which it intends to accomplish these, as well as it fiscal policy for the 
forward years. It is important to note that not all new measures will occur in the 
immediate financial year. The main objective for the 2017-18 Budget, which is 
under a mildly contractionary fiscal stance (as the deficit has decreased from the 
previous budget), is to achieve stronger growth to supply more and better 
paying jobs, in particular emphasising on the principles of fairness, security and 
opportunity. Thus, the Government is accentuating increasing levels of economic 
growth in order to assist thousands of households. This will ensure an increased 
number of opportunities for Australians and businesses, as well as securing 
essential services.  
 
The government claims the Budget will return to surplus in 2020-21. The 2017-
18 Budget deficit is expected at $26.1 billion (-1.4% of GDP), which is an $11 
billion decrease from the previous financial year, which was recorded at $37.1 
billion (-2.2 of GDP%).  
In reference to the fundamental economic forecasts in the 2017-18 Budget, the 
underlying cash balance is likely to reach -$29.4 billion (-1.6% of GDP) and a rate 
of economic growth reaching 2.75% is expected, which is a 1% increase from the 
2016-17 Budget prediction. This increase in economic growth will assist in 
maintaining a stable unemployment rate at 5.75% by the conclusion of the 2017-
18 financial year. Additionally, inflation is predicted to continue increasing from 
1% in 2015-16 to 2% by the end of this financial year.  
 
The implementation of a contractionary fiscal policy refers to a decrease in 
government purchases, an increase in taxes, and/or a decrease in transfer 
payments. It is utilised to reduce government spending and sovereign debt, as 
well as for the control of inflation. Fiscal policy affects aggregate demand (AD) 
through changes in government spending and taxation. Therefore, a 
contractionary fiscal policy decreases AD and shifts the curve to the left.  

The Budget aims to focus on economic issues including low inflation, full 
employment, economic growth and external stability. In recent decades, the 
Australian Government has begun to prioritise the reduction of the size of the 
Current Account Deficit (CAD) and Foreign Debt, and to stabilise the $A.  
In order to do this, the government must improve the nation’s finances to 
stimulate the economy. This would generate a successful economy and the 
possibility for growth, prosperity and opportunity.  
  
The Government’s economic plan which encourages jobs and growth is highly 
reliant on infrastructure investments. This is evidenced by the $70 billion being 
provided by the government over the next 7 years to support transport 
infrastructure across the nation. Additionally, the government’s defence industry 



 

 

strategy and the constant ship constructing plan will generate an abundance of 
advanced manufacturing jobs. It is estimated that this scheme will provide over 
6000 jobs, both indirectly and directly. An additional method in which the 
government is supporting the creation of more jobs is its deliverance on its 
promise to assist up to 120,000 young Australians find work. This will be done 
through the Youth Jobs Path program. This program gives young people the 
opportunity to gain practical pre-employment training and internships. The 
government is encouraging businesses to hire young people through wage 
subsidies.  
 
The 2017-18 Budget will dramatically impact the Australian community through 
its introduction of new taxes and measures. The Budget’s focus on reducing 
pressure on housing affordability affects individuals, specifically first-home 
buyers. This has resulted in the introduction of tax incentives to encourage 
investment in affordable housing. This measure is predicted to have a cost to 
revenue of $15 million over the estimated period. Individuals who are currently 
investing in qualifying affordable housing will be able to obtain the bonus CGT 
discount. Additionally, the new First Home Super Saver Scheme will enable first 
home buyers to salary sacrifice from 1 July 2017 into a specific superannuation 
account which they can then withdraw from to assist their first home deposit. 
Therefore, reducing the immense pressure placed upon first-home buyers upon 
placing a deposit, as they will already have an amount of money saved up. 
 
 
 Furthermore, the new major bank levy of 0.06% will affect Australia’s five major 
banks, which in turn, may affect individuals if the levy is passed on to consumers. 
This would increase consumer costs and therefore increase income inequality as 
low and high income earners would be affected. The inequality would arise from 
the principle that high-income earners are capable of dealing with additional 
costs, whereas low-income earners cannot. This levy is expected to raise $6.2 
billion over the next few years. Additionally, the government will intensify the 
Medicare levy from 2% to 2.5% from 1 July 2019,affecting individuals and 
families. This will ensure the National Disability Insurance Scheme (NDIS) is 
entirely financed.  
 
The Budget states a significant decrease in funding for all universities, with $100 
million to be taken away from Victoria’s universities next year, saving taxpayers 
$2.8 billion. Student fees will increase by 7.5% by 2021. Additionally, university 
graduates are expected to begin their repayment on their loans once they begin 
earning more than $42,000, as opposed to $55,000. Senator Birmingham stated 
that this change is a ‘fair, measured and modest’ essential alteration to retrieve 
more than $52 billion in student debt. However, many students would not agree 
with this statement as they will be placed under increased financial pressure. As 
for businesses, the budget states more incentives for small businesses. The 
reduction of small business taxes from 1 July 2016 through decreasing the 
corporate tax rates and increasing the tax discount rate will benefit small 
business. This will reduce cost of production and may lead to consumer benefits.  

 



 

 

The 2017-18 Budget communicates its main aims of stimulating economic 
growth and higher wages, as well as securing essential services and living within 
our means through its focus on fairness, security and opportunity. This is evident 
through its numerous policies and is further enhanced in the analysis of the 
expenditure. However, the Budget is based on economic assumptions, meaning if 
the economy improves in terms of trade and employment, the Budget will result 
better than expected. On the other hand, the deterioration of economic 
circumstances will lead to a decrease in tax receipts and an increase in 
expenditure. This will consequence in a financial blowout. Thus, it is crucial that 
the economic forecasts are precise. 


