
Assisting Sustained Economic 

Development March 8, 2009 

 

 

A u s t r a l i a n  M o v e m e n t  f o r  S u s t a i n e d  D e v e l o p m e n t   Page 1 

Scenarios and Consequences   

The following document is to assist decision makers in understanding the fundamental impact of 

potential actions and potential consequences in the current financial setting. Many politicians 

and decision makers may be unaware of the effects of their decisions on the real economy. The 

term physical economy has been termed to describe the functioning of the economy that 

creates the basis for production and growth, as well as superficial indicators such as monetary 

aggregates.  Understanding physical economy is essential, as it is the substance that creates 

economic affluence including those things we consider as indicators of a healthy economy. The 

principles of the physical economy should not be confused with the principles of Keynesian 

economics. The application of the Keynesian model is partly responsible for failure of economic 

regulators to identify the oncoming crash, and the failing attempt to halt it. Some simple 

scenarios and consequences have been identified. Complex interactions may be provided in 

later editions. This document is written for an Australian Context. 

Decrease in loans available from overseas – Billions of dollars is required for business finance 

every year. The majority of the money comes from overseas. Now as credit is drying up 

Australian business will be unable to get finance to the tune of almost 80 billion dollars. 

Effect without 

government 

intervention  

Possible Consequences  Action Undertaken by 

the Federal 

Government 

 

Possible Consequences  

Business unable to get 

funds to refinance 

business loans. 

Foreclosures, loss of 

business, increasing 

unemployment, 

exacerbating the 

recessionary 

characteristics – leads to 

continued crash. 

Government creating 

money through the 

Federal Reserve Bank to 

support refinancing. 

Tendency towards an 

inflation situation in the 

face of unemployment 

and economic downturn 

from the diminished 

return from the sale of 

commodities – this 

policy will have 

stagflation tendencies – 

will postpone crash – 

however a symptomatic 

tactic and is no real 

solution by itself and in 

the long run. 
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The failure of home mortgages - as the economic downturn bites deeper into the real economy 

many Australian home owners under mortgages will default- particularly those locked into fixed 

interest rates. Unabated this will have dire consequences. 

 

Effect without 

government 

intervention  

Possible Consequences  Action Undertaken by 

the Federal 

Government 

 

Possible Consequences  

Distressed home owners 

loans will fail and 

default if 

unemployment 

increases, the business 

cycle constricts and 

exports sales diminish. 

Repossessions of 

homes, displacement of 

potential workforce, 

pressure on 

government welfare 

services   and increases 

potential for civil 

distress.  

Government securing 

home mortgages 

through   “Home 

owner’s protection 

legislation”. 

Stabilises the potential 

workforce, reduces 

potential for civil 

distress.  Will cause 

banks and financial 

institutions to sacrifice 

income, may cause bank 

instability.  

Not a solution by itself- 

however it will give 

confidence to the 

average citizen and 

reduce civil 

destabilisation effects – 

must be done in tandem 

with partial protection 

of the banking system. 

 

 

 

 

 

 

 

 

 



Assisting Sustained Economic 

Development March 8, 2009 

 

 

A u s t r a l i a n  M o v e m e n t  f o r  S u s t a i n e d  D e v e l o p m e n t   Page 3 

Infrastructure failure due to decreased funding – why should infrastructure government 

spending decrease? The answer is because the government is spending on desperate bail outs 

and receiving little revenue to make up the glaring deficiencies. In many instances invoices are 

not being paid or creditors waiting exorbitant periods for payment – for example the health 

department.  

Effect without 

government 

intervention  

Possible Consequences  Action Undertaken by 

the Federal 

Government 

 

Possible Consequences  

Power outages in 

various grids, 

telecommunications 

failures, public health 

and sanitation failures, 

water supply failures, 

break down in public 

safety, food shortages 

due to transportation 

problems. 

Increased potential for 

civil distress, potential 

for disease and 

epidemics. Frail, very 

young and elderly at 

risk. Increase in criminal 

activity as a means of 

survival. 

Government 

undertaking spending 

on infrastructure 

maintenance. 

Stabilises power grids, 

telecommunications 

systems, public health 

and sanitation water 

supply, and public 

safety. Not a long term 

solution but will enable 

stabilization of the 

physical economy to 

allow for the potential 

for a long term 

improvement. 
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Decrease in commodities and raw material sales internationally – The major drivers for our 

raw materials export markets are the producing economies, notably China. However they are in 

a down turn as their major purchaser of finished products, the United States, in not buying. 

Therefore our commodity (mined raw materials) sales to producers like China diminish. 

Effect without 

government 

intervention  

Possible Consequences  Action Undertaken by 

the Federal 

Government 

 

Possible Consequences  

Closure of mines, 

industries of primary 

production and 

associated industries. 

Loss of surge capacity, 

loss of production 

capacity that could 

support domestic 

regrowth when 

circumstances allowed, 

loss of business, 

unemployment, 

exacerbating the 

recessionary 

characteristics – leads to 

continued crash. 

Acquiring of strategic 

primary industries – or 

funding of strategic 

primary industries. Also 

the Government 

securing farm 

mortgages of owner 

operators  through  

“Farm Owners 

protection legislation” 

Essential maintenance 

surge capacity, and 

production capacity 

maintenance  of small 

business, positive effect 

on employment- 

Allows the protection of 

primary industry to 

allow  the inclusion of 

integrated plans to 

develop secondary 

industry to support 

domestic market    
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Small Business Failures (owner operators with mortgaged properties) - small business is the 

backbone of our economy. They, like home mortgagees, in these challenged economic times are 

in dire straits. Regardless of competition legislation we must protect small business, to allow the 

failure of small business would be potentially catastrophic. 

Effect without 

government 

intervention  

Possible Consequences  Action Undertaken by 

the Federal 

Government 

 

Possible Consequences  

Failure of Businesses 

and closure of business. 

Increased 

unemployment, 

decrease in support 

mechanisms to larger 

businesses, government 

bodies and general 

population, loss of skills 

base acquired over time. 

Potential for civil 

distress. 

Government securing 

owner operator 

mortgages through 

“Business protection 

legislation”. 

Stabilises the potential 

workforce, reduces 

potential for civil 

distress.  Will cause 

banks and financial 

institutions to sacrifice 

income, may cause bank 

instability.  

Not a solution by itself- 

however it will give 

confidence to the 

average citizen and 

reduce civil 

destabilization effects – 

must be done in tandem 

with partial protection 

of the banking system. 

 

 


