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New Zealand Australia
GST

Introduced in 1986 at 10%
Increased in 1989 to 12.5%
Increased this year to 15%

Introduced in 2000 at 10%

CORPORATE TAX

Reduced this year from 30% 
to 28%

Reduced during 2000 to 2002 
from 36% to 30%

PERSONAL INCOME TAX

Top rate: Reduced this year 
from 38% to 33%

Top rate: Reduced in 2006 
from 47% to 45%

EMISSIONS TRADING SCHEME

Introduced this year No ETS

Planned reforms aim
to help the Kiwis
catch up with the
Australian economy

ROWAN CALLICK
ASIA-PACIFIC EDITOR

New Zealand bites
bullet on tax reform
to lift performance

WHILE economic reform is
conspicuous by its absence from
the Australian election
campaign, New Zealand is
entering an era of change that
offers, as it did 20 years ago,
options for Australia too.

Julia Gillard this week denied
Labor had turned its back on tax
reform, while Tony Abbott said
many recommendations in the
Henry tax review deserved
further study.

Meanwhile, over in New
Zealand, Finance Minister Bill
English has been busy in recent
weeks — increasing the GST
from 12.5 per cent to 15 per cent
while cutting the top income tax
rate from 38 per cent to 33 per
cent and the corporate tax rate
from 30 per cent to 28 per cent,
and introducing a controversial
emissions trading scheme.

The top Australian personal
rate is 45 per cent. A New
Zealander on the average wage
now pays just 17.5 per cent
income tax.

Mr English told ABC TV:
‘‘We’re encouraging savings and
investment, the capital formation
we need for stronger exporting,
and discouraging the excessive
consumption and excessive
borrowing we’ve seen over the
past decade.’’

While conceding that business
was ‘‘pretty ambivalent’’ about
the ETS, he said: ‘‘It gives them
some certainty.’’

Prime Minister John Key, a
former international banker, said
before winning the 2008 election:
‘‘I came into politics because I
believed New Zealand was
underperforming economically.’’

Now his government is
reviewing its foreign investment
rules. Australia’s rules have come
under fire too, for reasons
ranging from over-laxity to
racism to uncertainty, but they
are not receiving attention from
either major party in the
election campaign.

Mr English, who is the Deputy

Prime Minister, said his
government wanted ‘‘to get the
right balance between protecting
those things that are important to
New Zealanders, such as the
ownership of farmland, but on
the other hand we’re an economy
that needs a good inflow of
foreign investment’’.

But the executive director of
the New Zealand Business
Roundtable, Roger Kerr, said
much remained to be done before
New Zealand caught up with
Australia. Helen Clark’s Labour
government achieved economic
growth of just 1 per cent a year in
its last term, while government
spending there comprises about
45 per cent of GDP, against 35 per
cent in Australia.

The National Party-led
coalition is considering
introducing a legislated cap on
government spending.

Twenty years ago, New
Zealand was a global pioneer in
legislating central bank targets
for inflation.

The government established a
taskforce to plan ways for New
Zealand to catch up with
Australian income levels by 2025.

Labour productivity grew
rapidly after the pioneering
reforms led by then finance
minister Roger Douglas —
averaging 3 per cent a year from
1992-2000, compared with
2.7 per cent in Australia.

But it fell to 0.9 per cent from
2000 to last year, overtaken by
Australia’s 1.7 per cent.

‘‘Economic reform is a never-
ending process,’’ Mr Kerr said.
‘‘The gains from one-off reforms
fall away over time. The
momentum of reform was lost
from the mid-1990s.’’

He said the re-election of the
Labour government in 1987, after
implementing far-reaching
reforms to avert a crisis and
restructure the economy, and
despite the short-term pain,
‘‘defied the conventional wisdom
that governments cannot make
major changes in a three-year
election cycle’’.

The political centre of gravity,
he said, was not some fixed point,
and could shift enormously.

‘‘But without political
leadership, entrepreneurship,
skill and stamina, the task of
achieving and sustaining change
becomes extremely difficult.’’

SMORGON CLAN STILL TAKING CARE OF BUSINESS

Family’s daily dose of advice

DAVID CAIRD

The late Victor Smorgon

BOB FINLAYSON

Glenn Poswell
ANTHONY REGINATO

Several Smorgon family members are backing Mark Bouris’s Yellow Brick Road

Alex Waislitz

DAMON KITNEY

PETER Edwards calls it ‘‘the
injection’’.

That’s how the grandson of
Smorgon family patriarch Victor
Smorgon likes to describe the
daily dose of business advice he
used to receive from his legendary
grandfather.

It wasn’t always a pleasant ex-
perience, depending on the elder
statesman’s mood.

And now it is self-administered
following the passing in July last
year of the 96-year-old Smorgon,
which marked a changing of the
guard in one of Australia’s richest
families.

‘‘Now we all give ourselves the
injection every day,’’ says
Edwards, 39, who runs Victor
Smorgon Group (VSG), the smal-
ler conglomerate that emerged
from the dismantling in 1995 of
the giant Smorgon Consolidated
Industries.

The proceeds were divided
amongthesevenwingsof the fam-
ily, which according to Business
Review Weekly is collectively
worth $2.57 billion.

Over the past 15 years,
Smorgon and Edwards — son of
the youngest of the late patriarch’s
four daughters — went on to build
a group with investments in in-
dustries as diverse as property,
tuna, retail, plastic pallets and
biodiesel.

‘‘It is no different without Vic-
tor. All the systems and processes
he put in place are still here. He’s
still in the office every day,’’
Edwards says.

‘‘It works as a family business,
and that is the way we will keep it.’’

Now Edwards has renewed ac-
quaintances with an old friend in
business, the man who was hand-
picked by James Packer seven
years ago to run his stable of pri-
vate hedge funds.

Glenn Poswell, former chief
executive of the Packer-backed
Ellerston Capital, left Ellerston
last year and has just launched a
boutique asset management busi-
ness backed by Edwards (who was
also an Ellerston investor) and
some other members of the
Smorgon family.

Another key backer of the new
business (who again was an Eller-
ston investor) is former ANZ
Group chief executive John Mac-
farlane, who these days sits on the
boards of Westfield and Royal
Bank of Scotland.

Poswell’s new venture is Gan-
net Capital, named for his rela-
tionship with mentor, global in-
vestment guru and Wall Street
Hall of Fame member Julian Rob-
ertson, whose Tiger Management
hedge fund group was worth
$US21bn a decade ago.

The now 78-year-old Robert-
son owns a golf course in New
Zealand’s Northland called Cape
Kidnappers (where he spends
three months a year and where
Poswell regularly joins him),
which also boasts a big colony of
gannets — an ocean bird with
binocular vision and no known
predator. Gannet is teaming up
with Wizard Home Loans founder

Mark Bouris to take a strategic
stake, said to be almost 10 per cent,
in Bouris’s fledgling financial ser-
vices venture Yellow Brick Road.

After launching in 2007 with a
strategy to buy accounting prac-
tices and wealth management
businesses at twice earnings and
sell them at four times — a failed
business model since the global
crisis — the loss-making YBR re-
structured last year to focus on a
branch network.

It now has more than 30
branches offering advice, in-
surance, accounting, taxation,
mortgages, self-managed super-
annuation fund establishment
and administration and estate
planning.

‘‘Mark has a history of being
successful and making money.
He’s a great businessman and has
a great vision for his business and
what I like is being in businesses
which are swimming down-
stream,’’ says Poswell, who plans

to join the board as a non-
executive director.

YBR was Gannet’s second deal.
Its first flowed from Poswell’s rela-
tionshipwithGuinessPeatGroup,
which in June announced plans to
spin off its Australian operations.

At the end of May, Gannet clo-
sed a deal to spend about $10 mil-
lion buying almost 5 per cent of
the sharemarket-listed financial
services group Clearview Wealth,
formerly MMC Contrarian.

In June, the GPG-backed
MMC won regulatory approval
for the $195m acquisition of the
two Bupa Australia life insurance
and wealth management busi-
nesses and a name change to
Clearview.

GPG, whose past investments
in the financial services sector
have included Australian Wealth
Management,TyndallandTower,
put about $100m into the business
and its MMC stake was diluted
from68percent to less than50per

cent as part of the Bupa trans-
action.

Thorney Investments, backed
by Alex Waislitz, Richard Pratt’s
son-in-law, also has an interest in
Clearview, as does Investec and
small-cap fund manager David
Paradice.

‘‘There is an opportunity to be a
substantial, independent player in
the Australian wealth manage-
ment market,’’ GPG Australia
director Anthony Eisen says of
Clearview. ‘‘We have the ability to
respond to regulatory changes
and take advantage of them.’’

Poswell is also launching F9
Partners, which will provide lim-
ited and exclusive third-party
marketing to Australian clients
for the world’s best alternative
asset managers offshore.

There is no doubt Poswell had a
toughtimeat Ellerstonduringand
after the global crisis. Its flagship
global long-short GEMs fund
posted a loss of 18.7 per cent for the

year to June30,but thatcompared
favourably with a drop of 26.3 per
cent for the MSCI World Index.

GEMS was also delisted in
November 2008 to close its large
discount-to-net-asset value of up
to 40 per cent following the global
crisis. But Edwards is happy to
back Poswell. ‘‘Glenn has great
skills and we are happy to be a
party that is able to support him.
Gannet is a further example of us
investing in people with good
ideas.

‘‘I like financial services and
those things that have direct
channels to mums and dads,’’ Ed-
wards says of Gannet’s deal with
Clearview.

YBR will present Edwards with
his first involvement in home
lending. Previously VSG has
focused solely on commercial
lending. ‘‘We were in the mort-
gage business for a long time
through a business called
Treasury Funds Management,

which we sold in 2007,’’ he says.
‘‘We still provide mezzanine
finance from VSG for 10 or 12 cli-
ents exclusively in the property
sector. These are all small unlisted
companies.’’

VSG’s wholly and partly owned
companies include fashion re-
tailer General Pants Group,
Smorgon Fuels, Tony’s Tuna
International and Vicfam Plastics.

Smorgon Fuels owns and oper-
ates a 100-million litre biodiesel
plant at Laverton North, Victoria,
that produces Biomax diesel.

Tony’s Tuna, a joint-venture
with Australian thoroughbred
owner and tuna farmer Tony San-
tic, is the second-largest tuna far-
mer in Australia.

VSG also owns specialty truss
tomato producer d’VineRipe,
which runs a $30m facility in
South Australia boasting the
largest glasshouse built in one
stage in Australia.

Vicfam Plastics transforms
household waste plastic into in-
dustrial shipping pallets. It also
runs a venture capital arm that in-
vests in itsownventures andbacks
Victor Smorgon’s descendants
into their own businesses.

‘‘We have different partner-
ships with the other family mem-
bers. At any given point in time,
there are projects we are working
with them on. There are 20 direct
descendants,’’ Edwards says.

In the latter category isGeneral
Pants, run by Victor’s grand-
daughter, Jacqueline Vidor, and
her husband. It has 75 stores
across Australia.

VSG also backs an investment
group called Co-Investor Capital
Partners, which takes stakes in
small listed companies in Austra-
lia and New Zealand with market
capitalisations of less than $200m.

The group’s strategy is to buy a
holding and provide financial sup-
port and management guidance
with a view to eventually selling.

Co-Investor has a 68 per cent
stake in mobile telecommuni-
cations provider Comtel (which is
changing its name to Digital Per-
formance Group) and advertising
and communications company
D2 Marketing, once known as
CommQuest.

‘‘There are certainly opportun-
ities for distressed assets at the
moment in the online, sales and
marketing space,’’ Edwards says.

Middle East BlackBerry bans send message that your personal information is never private
The restrictions will be
inconvenient, but not
severely disruptive

MITCHELL BINGEMANN
COMMUNICATIONS

BLACKBERRY users around the
world could be forced to go cold-
turkey when travelling to the Mid-
dle East, as security-conscious
countries prepare to ban some of
popular business tool’s core ser-
vices amid security concerns.

The BlackBerry smartphone
has become such an essential part

of the average business person’s
communications arsenal that it’s
sometimes called the ‘‘crackberry’’
due to theaddictiveway it keeps its
users always connected to the
world wide web.

But the device’s future in the
Middle East is threatened by na-
tional security concerns in the
United Arab Emirates and Saudi
Arabia over the way BlackBerry’s
maker, Research in Motion,
zealously guards its users’ private
emails and messages.

Authorities in those countries
are pressing RIM to provide
greater access to the encrypted in-
formation sent between its

devices. Saudi Arabia and the
UAE say they are concerned that
RIM’s encryption of users’ data —
which prevents RIM or any third
party, government or otherwise,
from accessing private infor-
mation sent between the devices
— could be used by money
launderers, terrorists or other
criminals.

As the encrypted data sent bet-
ween BlackBerry devices makes
surveillance by law enforcement
agencies close to impossible, Saudi
Arabia and the UAE are threaten-
ing a blanket ban on the device.

Saudi Arabia has ordered its
mobile phone operators to halt

BlackBerry services — including
the device’s instant messaging and
email services — while a ban in the
UAE will begin in October, al-
though the government has said it
is open to discussion.

Saudi Arabia and the UAE are
the first countries to announce
BlackBerry bans, but Indonesia,
India, Lebanon and Algeria are re-
portedly in discussions with RIM
about national security concerns.

The bans in Saudi Arabia and
the UAE will apply to domestic
and international roaming users,
meaning Australian business trav-
ellers to the MiddleEast willnot be
able to access their BlackBerry

email and messenger services. Tel-
stra has begun warning its Black-
Berry subscribers that Saudi
Arabia has started to suspend
BlackBerry email, web browsing,
social networking and instant
messaging services.

Despite the looming Black-
Berry ban, Australian business
users are yet to take the threats
seriously.

Commonwealth Bank and
ANZ Bank say they have little cor-
porate presence in the affected re-
gions and expect little impact on
their operations, but both are
monitoring the situation.

‘‘The possible bans are not in

countries where ANZ has a mat-
erial presence, so at this stage it’s
not of immediate concern. We are,
however, monitoring the issue,’’ an
ANZ spokesman said.

The NSW Business Chamber
said the bans were likely to be an
annoying inconvenience rather
than a severe disruption to busi-
ness for travelling BlackBerry
users, but warned bigger stakes
could be involved.

‘‘Atanother level, this is sending
a message to businesspeople that
the privacy of their data is not a
given right. When they travel
around the world they cannot
expect’’ Australian standards of

privacy, NSW Business Chamber
spokesman Paul Ritchie said.

Unsurprisingly, the Saudi
Arabian and UAE decisions have
been lambasted by RIM co-chief
executive Michael Lazaridis, who
told The Wall Street Journal the
ban could undermine growth in
electronic commerce, which re-
quires access to secure communi-
cations and transactions.

‘‘This is about the internet.
Everything on the internet is en-
crypted. This is not a BlackBerry-
only issue. If they can’t deal with
the internet, they should shut it
off,’’ he said.

The Obama administration has

also waded into the row, with US
Secretary of State Hillary Clinton
acknowledging security concerns
but stressing users’ rights to access
email and the internet.

‘‘We’re taking time to consult
and analyse the full range of inter-
ests and issues at stake because we
know that there is a legitimate se-
curity concern, but there’s also a
legitimate right of free use and ac-
cess,’’ Mrs Clinton said.

Analysts say the ban could
wreak havoc on corporate com-
munications, both locally and
abroad, especially in Saudi Arabia,
Australia’s largest Middle East ex-
port market.
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