
2020-21 REVISED
PRE-BUDGET SUBMISSION

24 AUGUST 2020





AADA is pleased to respond to the invitation 
from the Minister for Housing and Assistant 
Treasurer, the Hon. Michael Sukkar MP, to 
make a submission for consideration by the 
Government in the preparation of its 	
2020-21 Budget. 

Since our previous Pre-Budget submission, 
the landscape has significantly changed for 
our industry and many others across the 
world. Australia’s automotive industry 
entered the pandemic having experienced 
some 28 months of falling sales. The 
situation has only deteriorated since, the low 
point being the month of April which saw a 
fall in sales of almost 50 per cent. As of 31 
July, new car sales are down around 20 per 
cent year to date and with the third quarter 
traditionally being characterised by weak 
sales and the situation in Victoria having an 
effect, it seems like sales volumes in 2020 
will be the worst in around 20 years. 

The Federal Government has provided much 
needed assistance to the economy during 
this time and the JobKeeper program has 
literally saved tens of thousands of jobs in 
dealerships. The expansion of the instant 
asset write-off scheme has also provided 
much needed support, proving an incentive 
for more businesses to purchase vehicles 
which they otherwise would not have. 
Without these measures dealerships all 
across Australia would have severely 
struggled and the consequences for the 
industry would have been catastrophic.

There are significant challenges facing car 
Dealers in Australia. Our market is one of the 
most competitive in the world and our 
business environment is one that is being 
affected by margin compression, 
technological change and tighter regulation. 
Margins have been steadily decreasing and 
in 2019 they averaged a mere 0.9 per cent 
and about a third of Dealers made no profit 
all. Offshore car Manufacturers to which 
Dealers are franchised are using their power 
to terminate and rationalise their networks 
without paying adequate compensation. 
General Motors withdrawal of the Holden 
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brand was the most striking example of this, 
but other Manufacturers are now flagging 
changes to distribution models. Even 
Dealers who have had commercial relations 
with Manufacturers for decades are being 
told they have no right to compensation. 

Dealers have also borne the brunt of a 
stricter application of responsible lending 
laws. There is no doubt that this is the single 
biggest factor behind the sustained drop in 
new car sales over the past two and a half 
years. It places a significant handbrake on 
the industry and will make the post-
pandemic recovery very difficult if the 
situation is not remedied. 

Our customers are taxed tens of billions of 
dollars each year by the Federal and State 
Governments. While we do not object to 
paying our fair share of tax, we do think that 
our customers are being penalised unfairly 
through a number of inefficient and 
antiquated taxes, such as the Luxury Car Tax 
(LCT), and Vehicle Tariffs applied to cars 
sourced from non-FTA countries. We believe 
that these taxes were put in place to support 
a car manufacturing industry that no longer 
exists, and therefore should now be 
abolished.

Due to their high turnover, our members 
have largely missed out on recent company 
tax relief and many of the stimulus measures 
provided by the Federal and State 
Governments. 

We urge you to consider the points we have 
made and would welcome the opportunity to 
elaborate on our submission. As in previous 
years we would also like to request an 
invitation to the budget lockup if one is held 
this year. 

James Voortman				  
Chief Executive Officer
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