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Foreword
It is encouraging to find that Australia’s 
mid-market businesses, the heartbeat of 
the national economy, are feeling relatively 
upbeat about the future, after emerging 
from two largely interrupted years. 

KPMG Enterprise’s annual Pre-Budget Pulse Check  
– a survey of over 100 mid-tier business leaders 
across industry sectors – finds that more than half  
(54 percent) were confident about growth prospects 
for the rest of 2022 and the next three years. 

Over a quarter (26 percent) go further, predicting 
growth of 10 percent or more during that timescale. 
A third of those surveyed (35 percent) were neutral 
and 11 percent pessimistic about prospects for their 
business and the wider economy.

Encouragingly for the government and the RBA, nearly 
half (44 percent) of business leaders believed wage 
growth would be significant – between 4-8 percent 
– with a small number predicting rises of more than 
8 percent. Another 44 percent said rises would be 
more restrained, between 2-4 percent. While this may 
introduce cost pressures for business, it has to be seen 
as a positive sign for the Australian economy overall.

Increased competition for talent appears to have had 
a direct bearing on these wage forecasts, with more 
than two-thirds (69 percent) of respondents saying 
that recruiting and retaining talented staff was their 
biggest challenge. The talent issue is the notable 
change from the same survey a year ago, when cost 
and margin pressures and supply chain disruption 
were the top two issues of concern. This time they 
were the second and third most important issue for 
mid-tier businesses, after talent. 

These findings are consistent with other recent 
KPMG research among large companies, which  
also had talent as the top concern, so it is clearly  
felt across the board in Australia.

Interest rates are a topical discussion point and while 
almost all business leaders we surveyed expected rates 
to rise in 2022, a large majority (71 percent) felt their 
debt levels were low enough to be manageable. 

But over a quarter (26 percent) had concerns here, 
acknowledging that an interest rate hike would impact 
their business and its profitability. 

In terms of Australia’s COVID-related debt, the 
overwhelming majority believed it was time for the 
Federal Government to start repaying some of this, 
with two-thirds nominating economic growth and 
increased productivity as their preferred way to do 
so. Other methods such as cutting spending or hiking 
taxes were far less popular, and a sizeable minority  
(28 percent) said tax rises should be avoided in  
all cases. 

But if taxes do have to rise, then the best way to 
do this was via a GST increase, business leaders 
said. While 50 percent said this would be the most 
palatable option, far fewer contemplated other tax 
rises. Measures such as reducing superannuation, 
capital gains tax or negative gearing concessions 
received support of just 16 percent. A similar lack  
of support was found for increasing company tax  
(13 percent) for reducing access to franking credits  
(6 percent) or for increasing personal tax, land tax  
or stamp duty (just 2 percent in favour). 

These findings are consistent with answers over our 
last two pre-Budget surveys and shows that business 
leaders have a clear and consistent view – Australia is 
over-reliant on direct taxes. 

A majority called for tax reform and measures to help 
boost growth in the mid-market sector in the Budget. 
It was pleasing to see support for retaining the Instant 
Asset Write-off over the long-term, increasing access 
to R&D Tax Incentives, and innovation and start up 
tax incentives, for example, again consistent with last 
year. Re-establishing critical manufacturing and greater 
investment in training programs to address the skills 
shortage were also priorities.

Clive Bird 
Partner & Head of Tax, Enterprise 
KPMG Australia
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But there was one contentious issue raised by the 
survey, which needs a lot more focus than it seems 
to be getting among mid-tier business leaders. This is 
the increasing ATO compliance activity aimed at the 
Enterprise sector. 

A majority (60 percent) of respondents said they 
were concerned about this, with many feeling they 
need more time to recover from the COVID issues 
of the past two years before handling the cost and 
disruption of tax audits. 

Whether it is fair or not, businesses need to take this 
very seriously. Those 60 percent of respondents are 
right to be concerned and in fact that figure should 
probably be higher. In addition to its Next 5000 program, 
the ATO’s recent announcements on trust taxation show 
that family enterprises and businesses across the 
mid-tier are facing ramped-up compliance activity.

While many have benefited from a pause in audits 
during the COVID lockdowns, they should be aware 
that this lull is well and truly over. It is crucial that  
the mid-tier sector prepares and review key areas  
of known ATO focus.

In addition, in terms of the ATO’s growing expectations 
around Tax Risk Management, only properly documented 
frameworks will suffice to meet the new requirements. 
Less than a third of respondents said they currently 
had this in place. These figures are very similar to last 
year’s and shows that warnings haven’t been taken on 
board. Our advice is to start preparing Tax Governance 
documentation now, in advance of any tax audit.

Overall our findings show that Australia’s mid-market 
businesses are showing their customary resilience and 
optimism. It is important that they demonstrate this in 
all areas of operations.

 

©2022 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English 
company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation.

Liability limited by a scheme approved under Professional Standards Legislation.



4M i d  ma r ket  P re - B u d g et  P u l se  C h e c k  2 0 22

Research Methodology
KPMG Customer Intelligence conducted a pulse check on behalf of KPMG Enterprise 
targeted at clients running mid-market firms in order to gauge sentiment regarding salient 
issues before the 2022/23 Federal Budget is announced. Australia’s mid-market is often 
referred to as the “engine room of the nation’s economy”, employing nearly a quarter of  
all Australians and responsible for almost 40 percent of Australia’s business revenue.

The survey was distributed via EDM (email), the 
Building Better Business newsletter, and social media 
channels. It was completed by 103 mid-market business 
directors and decision makers. Most respondents 
were from private companies, however there were 
also some from publicly listed companies, family 
businesses and NFP’s (Figure 1).

 

Fig 1:

Q.  Which of these most closely describes the business  
you work in? Single response. Base n=103

63%

17%

8%

7%

4%

1%

Government

Start-up

Private company

Publicly Listed Company (ASX)

Not-for-profit

Family Business

Respondents also came from a range of industry 
sectors however, the majority were from banking 
& financial services, manufacturing, and IT & 
telecommunications (Figure 2). 
 
 

Fig 2:

Q.  Which of the following best describes your industry 
sector? Single response. Base n=103 
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Results are a valuable indicator of Enterprise clients’ opinions concerning the current business and  
Budget environment.
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Overview of Key Findings

COVID Recovery

Considering the economy is doing better than expected given the already two year-long pandemic, most business 
leaders (54 percent) feel optimistic about profitability and growth for the rest of 2022 and across the next three 
years (Figure 3).

Fig 3: 

Q. The economy is doing better than expected given the 2-year pandemic experience. How do you feel about profitability and 
growth for the rest of 2022 and for the next 3 years? Single response. Base n=103
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Optimistic  
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Pessimistic
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Highly optimistic: I forecast growth of more  
than 10% in next 3 years

Moderately optimistic: I forecast growth of up  
to 10% in the next 3 years

Slightly optimistic: I forecast growth of up to  
5% in the next 3 years

This year will be hard but the next 3 years will  
pick up

Neutral: I don’t feel particularly pessimistic  
or optimistic

Pessimistic: I forecast the economy to remain  
flat or decline
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Fig 4: 

Q. Reported unemployment rates are at record lows and 
there are skill shortages across various areas of the economy. 
However, there is a divergence of views as to whether this 
will translate into significant wages growth. In respect of your 
business and sector, do you expect wages growth. Single 
response. Base n=103

Fig 5: 

Q. From your perspective which of the following are the 
biggest challenges for businesses over the next 18 months? 
Multi response. Base n=103

Reported unemployment rates are at record lows, and 
there are skill shortages across various areas of the 
economy. Within this context, most business leaders 
(87 percent) expect wage growth of 2-8 percent 
(Figure 4). 

Recruiting and retaining skilled staff is by far the top 
challenge for businesses across the next 18 months. 
Cost and margin pressures, and supply chain disruption 
are also challenges that many expect to face (Figure 5).
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Debt repayment & growth

Most business leaders feel that interest rates will rise 
in 2022 (97 percent). However, many also feel their 
debt levels are low or manageable enough  
(71 percent) such that the interest rate rise won’t 
have a significant impact on their business (Figure 6).

Despite the prospect of rising interest rates, most 
business leaders feel it is important to repay the 
significant levels of current Government debt (93 
percent) and that the best way to do this is through 
economic growth and increased productivity (Figure 7).

Fig 6: 

Q. Do you think interest rates will rise in 2022, and if so,  
how would this affect your business? Single Response.  
Base n=103

Fig 7: 

Q. Given significant government debt and the prospect of 
rising interest rates, how do you believe that debt can best  
be repaid? Single response. Base n=103
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From a tax increase perspective, increasing GST is 
seen to be the most effective approach by far, with 
half of business leaders agreeing. However, one in 
four also feel that tax increases should be avoided  
if possible (Figure 8).

Despite some push back against tax increases, the 
majority (93 percent) of business leaders agree that 
changes to the taxation system should be reflected in the 
Budget to help boost growth in the mid-market sector, 
mostly in the shape of major tax reform (61 percent).

The re-establishment of critical manufacturing in 
Australia and greater investment in training programs  
to help address the skills and labour shortage are  
also a high priority (Figure 9). Fig 8: 

Q. Which of the following tax increases do you think  
would be most effective? Multi response. Base n=103

Fig 9: 

Q. Which of the below measures would you like to see  
in the Budget to boost growth in the mid-market sector? 
Multi response. Base n=103

Increasing GST

50%

More targeted anti-avoidance

27%

Increasing Company Tax

16%

Reducing concessions for super, capital gains tax or negative gearing

13%

Reducing access to franking credits

6%

Increasing Personal Tax

2%

Land Tax, stamp duty or other levies

2%

Tax increases should be avoided if at all possible

28%

Major tax reform to help Australia’s recovery

61%

Re-establishing critical manufacturing in Australia

59%

Greater investment in training programs to address skills and 
labour shortage

50%

Retaining Instant Asset Write off over the long term

39%

Increasing access to R&D tax incentives

20%

Greater tax concessions for employee share ownership

19%

An innovation tax incentive or software development tax incentive

18%

Loosening rules around use of tax losses and continuing with 
loss carry backs

15%

Enhancing Tax concessions for start up businesses

13%

Reinstatement of Covid business support 
measures, e.g. JobKeeper, Cashflow Boost

6%

93%
of survey 

participants chose 
at least one tax 
reform measure
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Audit 

As we recover from COVID, the ATO has accelerated 
compliance activity, rolling out programs to ensure 
wealthy, privately owned groups are paying enough 
tax (Top 500 & Next 5000). Many (60 percent) mid-
market leaders are concerned about this. While some 
feel that additional compliance activity is inevitable, 
many hold the sentiment that business needs time 
to recover from COVID and that audit activity involves 
significant cost and lost productivity. However,  
40 percent are also not concerned as they feel  
well prepared (Figure 10).

The ATO has a new and growing expectation on 
mid-market businesses to prepare documented Tax 
Risk Management frameworks to achieve “Justified 
Trust” on ATO review. One-third of respondents feel 
their organisation has comprehensive Tax Governance 
documentation addressing tax risk management 
processes. One-third have plans to prepare this 
documentation in the future (either in the next  
12 months or when the ATO reviews their business),  
and one third have no plans (Figure 11).

Fig 10: 

Q. The ATO has accelerated compliance activity as we 
emerge from COVID-19, rolling out Top 500 and “Next 
5000” programs. Are you concerned about the prospect  
of increased audit activity? Single response Base n=103

Fig 11: 

Q. The ATO has a new and growing focus on mid-market 
business groups, and an expectation that they will prepare 
documented Tax Risk Management frameworks to achieve 
“Justified Trust” with the ATO review. How is your business 
positioned? Single response. Base n=103

Fig 8

Yes, business needs time to recover from the 
impact of COVID-19

Yes, but additional compliance activity is inevitable

Yes, audit activity involves significant cost and 
lost productivity

No, we are well prepared for any ATO review
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Management documentation in the last few years 

We have no plans to prepare specific documentation

31%
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We plan to prepare specific documentation over the next 
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17%

33%

7

©2022 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English 
company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation.

Liability limited by a scheme approved under Professional Standards Legislation.



The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any particular individual 
or entity. It is provided for information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as advice and is not intended to 
influence a person in making a decision, including, if applicable, in relation to any financial product or an interest in a financial product. Although we endeavour to 
provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate 
in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

To the extent permissible by law, KPMG and its associated entities shall not be liable for any errors, omissions, defects or misrepresentations in the information or 
for any loss or damage suffered by persons who use or rely on such information (including for reasons of negligence, negligent misstatement or otherwise).

©2022 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International 
Limited, a private English company limited by guarantee. All rights reserved. 

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation.

Liability limited by a scheme approved under Professional Standards Legislation. 
March 2022. 837622133ENT

Clive Bird 
Partner & Head of Tax, Enterprise  
KPMG Australia
E: clivebird@kpmg.com.au  
T: +61 3 9288 6480

Brett Mitchell
Partner in Charge, Tax, Transactions & Accounting
KPMG Australia
E: bmitchell@kpmg.com.au 
T: +61 2 9335 7398

VIC
Belinda Cheesewright
Partner, Enterprise 
KPMG Australia
E: belindac@kpmg.com.au 
T: +61 3 9288 6363

Gareth Brown
Director, Enterprise 
KPMG Australia
E: garethbrown@kpmg.com.au 
T: +61 3 9288 5395

NSW
Kaylene Hubbard
Partner, Enterprise 
KPMG Australia
E: khubbard@kpmg.com.au 
T: +61 2 8841 2116

TAS
Steve Manners 
Partner, Enterprise 
KPMG Australia
E: smanners@kpmg.com.au 
T: +61 3 6230 4056

WA
Jonathan Willoughby
Partner, Enterprise 
KPMG Australia
E: jwilloughby@kpmg.com.au 
T: +61 8 9263 7454

SA
Anna Chong
Partner, Head of Indirect Taxes, Enterprise
KPMG Australia
E: annachong@kpmg.com.au 
T: +61 8 8236 3241

Phil Shepherd
Director, Enterprise 
KPMG Australia
E: pshepherd2@kpmg.com.au 
T: +61 8 8236 7262

Jacqui Tucker
Director, Head of Employment Taxes, Enterprise
KPMG Australia
E: jtucker@kpmg.com.au 
T: +61 8 8236 3378

QLD
Nathan Fenner
Partner, Enterprise 
KPMG Australia
E: nfenner@kpmg.com.au 
T: +61 7 3233 9437

Julie Dolan 
Partner, Head of SMSF  
and Estate Planning, Enterprise 
KPMG Australia
E: jdolan5@kpmg.com.au 
T: +61 7 3225 6893

Contact Us

KPMG.com/au/enterprise

http://KPMG.com/au/enterprise
https://www.linkedin.com/company/kpmg-australia
https://www.facebook.com/KPMGAustralia/
https://twitter.com/kpmgaustralia
https://www.youtube.com/user/kpmgaustralia
http://www.instagram.com/kpmgaustralia

	LinkedIn 2: 
	Page 10: 

	facebook 5: 
	Page 10: 

	Twitter 5: 
	Page 10: 

	YouTube 5: 
	Page 10: 

	Instagram 5: 
	Page 10: 



