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PAY-ROLL TAX ASSESSMENT AMENDMENT (EXEMPTION FOR TRAINEES) BILL 2018 
Second Reading 

Resumed from 12 April. 
HON Dr STEVE THOMAS (South West) [8.31 pm]: I thank members for the opportunity to address the Pay-roll 
Tax Assessment Amendment (Exemption for Trainees) Bill. It is pleasing to be on this side of the chair and 
equation for a change. This has been a very orderly session so far but I will do my very best to see whether I can 
change that, Mr Deputy President. 
In dealing with this bill, I want to go back to the realm of what I like to call economic literacy and see where we 
get to. Payroll tax is the ugliest of the group of taxes that we talk about in Western Australia. The first questions 
we should ask ourselves are: Why do we tax payroll? Why is payroll an obvious target? Not long ago, when we 
dealt with land tax, we asked ourselves: Why do we tax land? Why is land an obvious target? The answer for 
payroll tax is exactly the same as it is for land tax. Land is easy to tax. It is very difficult to hide land. It is also 
very difficult for employers to hide the fact that they are paying people. Businesses are required to fill out a pile 
of forms when they start the process of employing people, and they are required to report sometimes monthly and 
at least quarterly to the Australian Taxation Office on the wages that they are paying. It is a very detailed process, 
and it is very difficult to hide. 
Payroll tax is by definition a tax on jobs. It is a tax on companies that employ people. The easy argument is that 
companies that employ people are obviously rich. The argument that is put by, let me call it, the left wing of 
politics is that if a company is employing a lot of people, it is obviously making a significant profit; therefore, it 
can afford to pay more for the things that the government of Western Australia wants to raise money for. Payroll 
tax is levied in every state. If a company’s wages turnover is $1 million a year, it may appear to be a large company 
that is making a lot of money. However, we need to realise that if that company is employing 10 people, each of 
whom is paid $100 000 a year, it is pretty easy to get to a wages turnover of $1 million. In my view, that is not 
a big business. Some years ago, there was a debate in the federal Parliament during what I will call—I will be a bit 
brave—the John Howard WorkChoices era. 
Hon Darren West: How did that go? 
Hon Dr STEVE THOMAS: I am dying for Hon Darren West to jump up at some point and give us his version 
of economic literacy. That will be very interesting. However, just for the moment, I will give members my version. 
Hon Darren West interjected. 
The DEPUTY PRESIDENT: Order! Let us not have too many disorderly interjections at once. 
Hon Dr STEVE THOMAS: Thank you for your protection, Mr Deputy President. 
WorkChoices was interesting. Part of that debate was about the definition of a small business versus a large 
business. I remember that debate very clearly. There was a strong feeling among a lot of conservative Liberals that 
20 employees was probably a reasonable number to enable a business to be classed as a small business. The 
majority of small businesses are far smaller than that and employ between one and three people. The higher we go 
in the chain, the lower the number of businesses that can be classed as small businesses. A business obviously 
makes itself a target as soon as it starts to employ too many people, because it will be hit by payroll tax. The 
Howard government said, I think to its detriment, that a business that employs 100 people could still be considered 
a small business. I am the first to acknowledge that we as the Liberal Party made a mistake in going to that upper 
end of the process. To my mind, a business that employs 20 people is still a relatively small business. Under current 
Western Australian law, a business that employs 20 people is required to pay a significant amount of payroll tax. 
Businesses are paying that tax not necessarily because it is a good tax. It is not a good tax. It is a bad tax. Businesses 
are paying it because they are who the government can hit because they have the least capacity to argue their case; 
so, everybody at that level is paying payroll tax. Let us assume, from my perspective, that payroll tax is the ugliest 
of taxes; it is the tax that every government says is a necessary evil. Let us assume that it is the case that payroll 
tax is a necessary evil, but we are debating a bill before the house tonight that increases payroll tax because it 
removes some exemptions. I want to come to some specifics about the exemptions and how much payroll tax we 
actually pay in Western Australia, because it is a particularly interesting figure. Currently, looking at the forward 
estimates in the budget, Western Australia is expecting to receive $3.2 billion a year from payroll tax. If we add 
up all the payroll tax being paid to the various states in Australia at the same time, the nation is expecting to pull 
in $23.8 billion in the same year in payroll tax. What does that tell us? It is $3.2 billion out of $23.8 billion. 
Western Australia generates 13.4 per cent of payroll tax across Australia. Hang on a minute, we are 10 per cent of 
the population. That is the first red flag that we need to look at in relation to the debate on payroll tax. 
According to the Australian Bureau of Statistics, across Western Australia’s workforce of roughly 
1 339 000 employees, the average amount of payroll tax generated in Western Australia is $2 408. Interestingly, 
if we take the payroll tax paid in every state of Australia excluding Western Australia, the average payroll tax paid 
is $1 839. So, per employee, Western Australians are paying $569 additional in payroll tax every year. We are the 
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highest payroll tax–paying state in Australia by a significant amount. Recently, we have heard arguments about, 
dare I say the dreaded word in a budget week, the GST. As we debate economic literacy, we understand now, at 
least in the Legislative Council, if not elsewhere, because we have become a more economically literate group of 
people, that the reason we get a lower GST share is the massive amount of own revenue that the government has 
enjoyed over a long period. Everybody talks about iron ore royalties—perhaps we will talk about that a little more 
later—but people do not realise that over the period of the boom, payroll tax in Western Australia went from about 
$700 million to $3.2 billion, peaking a couple of years ago at closer to $3.5 billion, and projected to go up again. 
One of the reasons our GST share is low is that our own revenue is very high. One of the reasons our own revenue 
is very high is that Western Australian companies pay more payroll tax than any other company. We are the highest 
payroll tax–paying people in the country by an average per worker of $569. It is a significant amount. 
We will talk about that in a little more detail in a minute, but I want to make this point: we pay significantly more 
payroll tax in Western Australia than every other state—significantly more. At this point, we also provide higher 
payroll tax exemptions, and trainees are one part of that. We pay higher payroll tax exemptions than any other 
state as well. The payroll tax exemption in this state is higher than other states. The Department of Treasury in 
Western Australia informs us that exemptions in Western Australia were about $80 million or 2.4 per cent of 
payroll tax. The exemptions in Victoria are $6 million. In New South Wales, it is one per cent as opposed to our 
2.4 per cent. In Queensland, it is $36 million—significantly less exemption revenue. Remember, we start from 
a significantly higher base. If those exemptions are taken out per employee, in Western Australia we are paying 
on average $2 408 in payroll tax, but we offer exemptions back to the business community of $59.75. Let us say 
it is $60. We offer those exemptions back. That works out to be, net with exemptions included, that per employee 
Western Australian businesses are paying $2 348. The exemptions are less in other states, but do not forget that 
the amount of payroll tax generated is significantly less in other states. Let us put all the other states together. The 
average payroll tax paid per employee is $1 839. The average exemption is only $18 across all those businesses 
compared with our $60. Remember, we started with $569 more in total payroll tax per employee than every other 
state. When we take the $18 exemption off the rest of Australia, the net payroll tax coming in is $1 821. When we 
put the exemptions in place for payroll tax paid in Western Australia, we move from being $569 more than the 
average of all the other states in Australia to a mere $527 more than the average of all the other states in Australia. 
We are talking about a couple of thousand dollars. We are talking about $500 more. We are talking about a quarter. 
We are talking about a 25 per cent higher impact per person than all the other states of Australia combined—the 
good, the bad and the ugly. We pay more payroll tax per person in Western Australia by a factor of 25 per cent, 
and we give a smidgin more back to businesses in things like training than the other states, which still leaves us 
$527 higher per employee. It is still nearly 25 per cent higher than every other state in Australia. 
We say, in the bill presented to the house today, that that is terrible and we cannot afford it. I think that is a problem. 
It is a problem for two reasons. First, it is a tax on jobs. It is a tax on business, but it is a tax on jobs and it impacts 
on the number of employees businesses can put in place. At the end of the day, the balancing out and things like 
the GST suggest that it is not worth everything that we do it, because it gets balanced, yet here we are saying that 
we cannot afford to give exemptions. Let us look more closely at the reasons why we have to go through this 
process and remove the exemptions that bring us $42 closer to the rest of Australia’s payroll tax impost than it 
would have been otherwise. It goes from $569 to $527. Why do we need to do this? What is the driving force for 
this embarrassingly rich harvest of payroll tax that we cannot afford to allow business to make use of? The bill 
before the house does a couple of key things. The first is to remove the capacity for the exemption to be applied 
to existing employees. I want to spend a bit of time on this because I think this is absolutely critical. It is probably 
the most destructive part of the bill. It begs the obvious question, honourable members, and that is if we want to 
upskill an existing employee, why does an employer not get the payroll exemption? There is a financial benefit 
for leaving one employee on the shop floor on a broom and not upskilling them, because if an employer tries to 
upskill them and puts someone else on the broom on the floor, they will be worse off in terms of payroll tax than 
if they left their long-serving loyal employee on the floor and brought in somebody else for the upskilling 
component of the job. It has a direct negative effect on loyal employees. I also wonder what the unions think of 
this. I wonder what the unions might think of a business having to go outside an organisation to get better staff 
because there is a financial impost in promoting its people? I think that is a little problematic. 
I love the line in the second reading speech that reads — 

The original intent of the exemption was to encourage businesses to hire and train new staff. 
I guess it could be argued that that is a worthy cause, except we have already decided that that will have an 
immediate detrimental impact on existing staff because the business is better off financially in bringing in new 
staff than promoting its own. 
I went back into some of the history of this, because if the original intent of this exemption was to encourage 
businesses to train new staff, I think that would have been reflected in some of the earlier legislation. Surely if that 
was the intent, somebody would have done something about it. Payroll tax has been around for no short period of 
time. It is not a new tax. It is older than the goods and services tax. I had a bit of a look, because I like these things, 
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at the original Pay-roll Tax Assessment Act 1971. Section 10 provides for exemptions from payroll tax. I will not 
read the whole lot in because we would be here for a while, and I am not sure my cynicism would last that long! 
Section 10(1) states — 

… the wages liable to pay-roll tax under this Act do not include wages paid or payable — 
… 
(1) by an employer to a trainee employed under a training agreement as part of the Australian 

Traineeship System established by the Governments of the Commonwealth and the State; 
(1a) on or after 1 January 1994 by an employer to a person employed as a trainee by agreement under 

a traineeship or training scheme that is — 
(i)  established or recognized as a traineeship or training scheme by the relevant Minister; 

and 
(ii) not a prescribed traineeship or training scheme or a traineeship or training scheme of 

a prescribed class or description; 

The 1971 act did not state that the payroll tax exemption should be limited to new employees, so I am not sure how 
anybody can register that the intent of the payroll tax exemption was for new employees only. I would have thought 
that from 1971 to 2018 somebody would have said that if the intent was to provide it only to new people, that would 
have been a pretty simple amendment in that period. I am not sure where the sentence comes from that says that the 
exemption was to encourage businesses to hire and train new staff only. The 1971 act refers to all trainees. 

Hon Rick Mazza: Forty-seven years? 

Hon Dr STEVE THOMAS: Forty-seven years, Hon Rick Mazza. It is nearly as old as me and you! It is probably 
older than Hon Tjorn Sibma and certainly older than Hon Aaron Stonehouse, who, if he is here in 50 years’ time, 
will still be paying off the various debts, but we will come to that in a bit. 

If the intent was to apply the payroll tax exemption to only new employees, the 1971 act failed to do that. I do not 
even remember who was in power in 1971. Who is old enough for that? I have to think back. 

Several members interjected. 

Hon Dr STEVE THOMAS: Tonkin? Sorry; I will not bring you into it, Mr Deputy President. That would be 
highly inappropriate and disorderly. At some point, I will ask the father of the house who was presiding over that 
at the time and we will get the information. 

Surely, honourable members, if the intent of this exemption, as described by the government, was purely for new 
staff, when the Pay-roll Tax Assessment Act 1971 was updated in 2001—a mere 30 years later when all current 
members at least were alive—that would have been corrected because apparently the intent was to apply the 
exemption only to new employees. Let us look at what became the of Pay-roll Tax Assessment Act 2002. 
Section 40(2), under “Exempt wages”, reads — 

… wages paid or payable during an assessment year are exempt from pay-roll tax if the wages are paid 
or payable — 

… 

(o) by an employer to or in relation to a trainee employed under a training agreement as part of the 
Australian Traineeship System established by the Governments of the Commonwealth and the 
State; … 

That is remarkably similar to the 1971 version. Nothing had changed. We had a few governments between 
1971 and 2001, and if any had the intent to apply this purely to new employees, everybody missed the boat. 

I have done a comparison for completeness sake. Clause 40(2)(p) of the 2001 bill reads — 

by an employer to or in relation to a person employed as a trainee by agreement under a traineeship or 
training scheme that — 

(i) is established or recognised as a traineeship or training scheme by the Minister to whom the 
administration of the Industrial Training Act 1975 is for the time being committed by the 
Governor; and 

(ii) is not a prescribed traineeship or training scheme or a traineeship or training scheme of a prescribed 
class or description; 

So we advanced a bit from 1971. We went from “as an established or recognised traineeship recognised by the 
minister” to being “recognised under the Industrial Training Act 1975”. Bear in mind the first was 1971, so 
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obviously the 1975 Industrial Training Act did not exist at that point. It went from a ministerial tick to a tick from 
an act of legislation, which is probably not a bad idea. But do members know what the 2001 act does not say? It 
does not say that this is for new employees only. 

In 1971 the government of the day put in place a payroll tax exemption for trainees, and it never mentions in the 
act the fact that it was designated and designed for new employees only. In 2001 it was upgraded, and effectively 
the same piece of legislation and the same provisions were put in place. I would like to know at what point 
somebody decided that the exemption was for new staff, because I do not think that is the case. I do not think the 
case has been made that that was the intent of either the 1971 or 2001 bill. 

The first bone of contention is probably that payroll tax is a tax on jobs; by itself, that should be enough. An 
increase in payroll tax is an increase in tax on jobs at a time when employment in Western Australia—although it 
is showing some, as everybody likes to say, green shoots—is not uniformly going up. 

Hon Sue Ellery: What did you do about payroll tax when you guys were in government? 

Hon Dr STEVE THOMAS: That is a good question. I have not been in government, so I cannot tell the 
Leader of the House. 

Several members interjected. 

Hon Dr STEVE THOMAS: Leader of the House, I am waiting for my opportunity. 

Several members interjected. 

Hon Dr STEVE THOMAS: I would love to change sides. I do my very best to help out every time. I am very 
helpful to the Minister for Environment; I do my very best to assist him whenever I can. Leader of the House, 
I would be happy to try to come up with some budget savings. On Thursday I am sure I will have some more 
budget savings I could recommend. I would probably find enough budget savings to reverse this proposal, if 
necessary. I am here to help. I am not Kevin, but I am here to help. 

Hon Sue Ellery: You could help by talking to the commonwealth; you could help in that way. 

Hon Dr STEVE THOMAS: Do not worry; we do that a bit too. But let us deal with the business at hand. 

The DEPUTY PRESIDENT: Yes. 

Hon Dr STEVE THOMAS: Thank you for your guidance, Mr Deputy President. 

The first bone of contention is that it is a tax on jobs. The second bone of contention is that the reason put forward 
for removing the exemption does not exist in my view. I have found no evidence that it was intended in its original 
incarnation to apply purely to new employees. I think it is a nonsense. 

The third bone of contention is the much smaller one of the limit of $100 000. I think for the most part that will 
not be a problem, but there may be people whose wages are over that amount who could still be upskilled. Let us 
face it, for most of the mining boom $100 000 was a pretty small wage, even for a person pushing a broom on 
most mining camps. If an employer wanted to upskill that person, they would still, under the legislation proposed 
by the government, have a direct financial benefit in bringing in somebody from outside and leaving a skilled 
person on the broom. Wages have stabilised and dropped in the private sector so we will probably find less of that, 
but that is not to say that that person who wanted to upskill and who was on a good wage on a fly in, in fly out 
basis in a mining camp, for example, might not find themselves remaining on a broom while somebody else comes 
in to upskill and do that job. Members need to be very careful to take into consideration that potential impact, 
because it exists and it will be problematic. Those are a couple of bones of contention. 

There was much debate in the other chamber on this bill about the potential rorting of the system. Every tax gets 
rorted to some extent. Income tax gets rorted. Payroll tax gets rorted—every tax. That is why land tax is very good; 
it is very hard to rort. Payroll tax is hard to rort. Royalties are hard to rort. Income tax is probably the easiest one. 
Company tax is the easiest of the lot. Some rorting goes on. In the debate in the lower house and in the stuff that 
has come from the Treasurer, we are yet to see a single case study or significant pocket of evidence to show that 
this rorting has occurred. If the government has a dozen different examples of when the rorting of payroll tax 
exemptions has resulted in a significant reduction in government revenues, I would be quite interested to see those. 
Perhaps I might partake of a briefing on that further down the track. If that is occurring, obviously the rules need 
to be tightened, but there is no evidence. 

In the other place, the government was unable to provide evidence that rorting had occurred in any significant way. 
It is a theory and is not necessarily borne out by evidence. I am concerned that we are acting on anecdotal evidence 
with several negative impacts. That made me wonder: What is the genuine agenda here? What is the genuine 
agenda of a government that is increasing payroll tax? We discovered the reason when the Treasurer responded to 
a dorothy dixer in the other place. I want to touch on this because this is the reason we are here debating this bill. 
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My good friend the new member for Bunbury—who I see quite a lot down in the south west, as I am sure 
Hon Colin Tincknell and other south west members do—raised a concern that companies are avoiding paying their 
share of payroll tax by using the exemption. The answer does not give any evidence of this, but there is a key line 
from the Treasurer. On 30 November 2017, he said — 

We need to make decisions around ensuring that we maintain our training levels that will ensure about 
9 500 training positions for 2018, and over 43 000 training positions across the forward estimates. 

That is from using the $100 million that the government thinks that it will get from removing these exemptions. 
That is exactly what is going on. In effect, in the process of accusing businesses of rorting the system, this is a tax 
grab with a defined outcome. We might get into a debate later; it would probably be quite useful. It is a tax grab 
whereby the defined outcome is additional training places. That is what we are talking about. We are not talking 
about a problem at the revenue stream end. The exemptions are a very small component. Remember that we have 
already discovered that payroll tax in Western Australia is significantly higher than it is everywhere else and the 
exemption is a small, almost insignificant, bit of catch-up for us, but this is about government policy and left wing 
versus right wing. I find that really interesting. 

Honourable members might be interested to know that I have done a bit of lecturing in politics over the years. 
When I talk to students about politics, I ask: how do we define left wing and right wing? To me, right wing is 
individual. It is about personal responsibility, personal reward. We take responsibility for what we do and we get 
rewarded for it appropriately. In my view, left wing is about collective responsibility with collective reward. The 
community is responsible for both our outcomes and our rewards. It is responsible for action and reward. Here is 
a classic example of left-wing politics. The left wing likes to tax higher and spend the money on things that make 
it look good. It is about higher taxes that we can spend, and that is exactly what we are here to discuss today. This 
is effectively a plan for the Labor Party to pull in $100 million of additional revenue. It says that it will spend it 
on training. We could ask some good questions about how much of the $100 million might be spent on 
administration and propping up alternative bureaucracies and all sorts of things that might come into the training 
program, such as quality assurance programs on training. We could ask a whole pile of questions on how much 
precisely of the $100 million it expects to go on training people. The reality is that this is a tax grab to put into 
a training program. That is what this government is doing. 
I have to say that I was a little confused about the final vote in the other place, the chamber that shall not be named, 
because naturally the Liberal Party in the lower house was opposed to this legislation. The government introduced 
the plan to look very good and pay for—I think the exact number when we belled the cat in the dorothy dixer 
question—43 000 training positions over the forward estimates. That is what we are here to talk about. This is the 
program. I must admit that I was a little surprised to see the National Party support the government in this model. 
I will be honest. I thought to myself: I wonder whether it has been bought off. I wonder whether a backflip on 
Moora Residential College or something is coming as a part of this process. 
Hon Sue Ellery: They recognised good policy when they saw it. 
Hon Dr STEVE THOMAS: I wondered whether 30 pieces of silver were involved, Leader of the House. Then 
I thought to myself: no, I have overcomplicated it and I need to go back to the basis of what I define as left-wing and 
right-wing policy, because the reality is that this is a socialist process. It is about taxing more and finding a use for it. 
Hon Sue Ellery: So it is the agrarian socialists. 
Hon Dr STEVE THOMAS: I am coming to that. Amongst the Greens, we have what I call the ideological 
socialists. The Greens are generally unashamedly in the left wing and socialist. They are quite honest about it. That 
is quite realistic and I would expect the Greens to vote in favour of the bill. They might stand up and say I am 
wrong, but that is what I expect. I call the Labor Party the pragmatic socialists. They are socialists at heart, but not 
always; it depends on who is in charge. It is a kind of pragmatic socialism. 
Hon Darren West: Do not forget the farmer. 
Hon Dr STEVE THOMAS: I am still waiting for your economic theory. 
Several members interjected. 
Hon Dr STEVE THOMAS: The member is right because the National Party members are the agrarian socialists. 
In effect, all the socialist parties will vote in favour of this bill because it is classic socialist policy—that is, tax 
more and find a way to spend it. The government will probably argue that the extra training places are absolutely 
essential and this is how it will fund them. That is fine. Personally, I am not on the socialist end of politics. 
Hon Sue Ellery: No! 
Hon Dr STEVE THOMAS: I know that is a bit of a surprise to the Leader of the House. I hate to break it to her. 
I know that she will get over the shock eventually. 
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The reality is that I am against finding taxation wherever we can and then finding a use for it, so I am opposed to 
this policy. I am hoping to see the crossbench in a similar mode, but we will see where we go. We will find out in 
this debate, at the end of the process, whether we are truly right wing and left wing, whether we are truly ideological 
socialists, pragmatic socialists, agrarian socialists and the rest, or whether something different happens. I hope to 
change the National Party vote in the upper house. I hope its members will come to the realisation. I have great 
faith in Hon Aaron Stonehouse. I am still saving a seat for him on the far right wing over here at some point. I have 
great faith that he will be the same. 
Hon Stephen Dawson: He is more sensible than that.  
Hon Dr STEVE THOMAS: No, he is coming along nicely. He is one of the most economically literate members 
in Parliament and I have great faith that he will continue to be so for some time. There is a good chair for him over 
here on the right wing, just sitting on this side. 
That is where we are with this bill. I do not intend to drag it out for very long; I think we will go to a vote. I may 
not be successful; I am frequently not successful in votes so I am getting used to it. To sum up where we are on 
this bill, it is not, as the government says, designed to set right a policy flaw from 1971 and 2001, because there is 
absolutely no evidence that it was ever meant to apply purely to new employees. It does not take into account that 
higher paid end of employees who might want to go back into training, although I am the first to acknowledge that 
that will be a very small group of people. It has a significant impact on small businesses and medium-sized 
businesses and it will, in certain circumstances, I absolutely guarantee, cost jobs in Western Australia; it will do 
that. The reason it is being proposed, and the reason it will be done, is to increase taxes to fund another program 
in a state that is the highest taxing of any state in Australia.  

Let me finish with these numbers one last time because it is absolutely critical. Even when we put the exemptions 
in place, Western Australian businesses are paying $2 348 per employee in payroll tax. The rest of the country, 
every other state and territory combined, is paying $1 821—a difference of $527. From $1 821, that is well over 
a quarter. It is a 25 per cent to 30 per cent increase in taxes, which is not enough for the current government and 
will never be enough for the Western Australian Greens, but that is okay; that is a stated policy and I am quite 
happy with that. Surprisingly, it does not appear to be enough for the Nationals WA. Maybe this is a bit about not 
getting 25c for a rental on iron ore moved up to $5. I have to say that I find that a particularly disturbing campaign, 
because every time I walk around the south west and discuss this, people say, “But the iron ore companies are only 
paying royalties of 25c a tonne.” I have to say, “No, the 25c is actually a rental. They pay iron ore royalties that 
vary between $5 and $10 a tonne, depending on the price of iron ore, and then they pay other taxes on that. They 
actually pay between $15 and $20 a tonne in total taxes.” They say, “No, we have been to a National Party meeting, 
and they are paying 25c a tonne.” That kind of duplicitous representation will need to be addressed at some time 
in the future. I am very pleased, Minister for Environment, that the government has taken a righteous line on this 
one. That is fantastic. But in this particular example, the government has lost its way a little on payroll tax. I would 
like to think that members would stand up for small business and employees in Western Australia, and tonight 
oppose the bill presented by the government. 

HON AARON STONEHOUSE (South Metropolitan) [9.14 pm]: The Pay-roll Tax Assessment Amendment 
(Exemption for Trainees) Bill 2018 that we are considering tonight limits the current payroll tax exemption to new 
employees who are trainees earning up to $100 000 per annum. The exemption for wages paid to apprentices is 
not affected by these amendments, I am happy to say, and under the current law, the wages of all trainees paid 
under an approved training contract with the Department of Training and Workforce Development are exempt 
from payroll tax. The exemption is available to both new and existing employees undertaking training, and there 
are no upper salary thresholds at which the exemption ceases to apply. The bill we are dealing with today seeks to 
limit that exemption to new employees only and to put a cap of $100 000 per annum on that. Hon Dr Steve Thomas 
touched briefly on perhaps some of the ideology behind a move like this, but I believe this is indicative of a mindset 
that government bureaucrats are better placed to make decisions about training and ultimately what skills are in 
demand than the businesses that employ those people and rely on those skills. It is the kind of mindset of people 
on, I suppose, one side, who favour a centrally planned economy, a command and control style of regulation, as 
opposed to everybody else who has at least a basic understanding of economics. 

I find it perplexing that in 1971 the government created an exemption to incentivise training of new and existing 
employees. Then the government was surprised when businesses made use of this exemption. It is almost as though 
people respond to incentives—who would have thought! The second reading speech, as Hon Dr Steve Thomas 
pointed out, states — 

The original intent of the exemption was to encourage businesses to hire and train new staff. Contrary to 
this intent, a significant proportion of the cost of providing the exemption has been subsidising training 
of existing workers. This bill will refocus the exemption in line with the original policy intent. 
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We have just heard from Hon Dr Steve Thomas that the initial act in 1971 did not limit or make any mention of 
limiting the exemption to new employees. It applied it to all employees, and then, when given the opportunity to 
rectify this in 2001, the then revised act did the same thing. There was no mention in the bill at that time, in either 
of those acts, that this was to apply to new employees only. Surely, honourable members, the explanatory 
memorandum is not misleading. Surely the government would not write an explanatory memorandum that has 
false information in it. I would certainly hope not. Perhaps when the minister gives his response, he can clarify 
that for us. 

Hon Sue Ellery: It will be me. 

Hon AARON STONEHOUSE: The Leader of the House perhaps; I would certainly appreciate that. 

The government set the rules, business played by those rules and government then was not happy with the outcome 
so it is seeking to change the rules mid-game; it is sweeping the rug out from under them. Let me tell members 
that I was at a round table hosted by the Chamber of Commerce and Industry of Western Australia a week or so 
ago. Hon Rick Mazza was there, as was Hon Mike Nahan and Shane Love, MLA, with almost two dozen members 
of industry, from small businesses up to large corporations, and virtually every single one of them told us that this 
will impact on-the-job training and employment. 

The government is seeking to save about $100 million through this effort—money that is currently being spent on 
payroll, and employing and training new and existing staff—and will then reallocate that money within the 
department towards other training efforts and grants, we are told. We are being told that there will be a second 
phase with grants and 42 000 jobs over the forward estimates, but we will not see all of this money spent on 
training. There will be an unwieldy and onerous grants program. There will be administrative costs and overheads. 
The government will take $100 million out of employment and spend maybe 90 per cent, maybe 80 per cent—
who knows how much?—but we will not get the same value for money. We will pay for this through not only 
reduced training and possible loss of employment of those existing trainees, but also the loss of jobs as employers 
seek to lower their payroll costs to stay below the threshold. Any employers close to that threshold who are making 
use of this exemption and who lose it will now be over the payroll tax threshold, which is, if I remember correctly, 
$850 000 a year, which is certainly not a large business. We are talking about small businesses. We are talking 
about people who employ maybe 10, 15 or 20 employees at most, who in most cases may very well now be above 
that threshold and paying payroll tax. We will lose not only on-the-job training for existing employees, but also 
quite possibly employment as a result of employers scrambling to stay under that threshold. 

What I have identified as a huge disconnect between legislators, bureaucrats and the people on the ground who 
actually create jobs is this view that we should prioritise new employees over existing employees. This is a rather 
narrow view of employment. At a time when automation has seen people displaced, when there is certainly 
volatility in the workforce and when WA experiences periods of boom and bust in mining and construction and 
resources, there is a huge value to be placed on upskilling existing employees. Even if those people are undertaking 
small traineeships—perhaps a certificate or qualification in some kind of middle management—merely having 
that on their CV is a huge benefit to someone seeking new employment in another field, especially if they are only 
semiskilled to begin with. I think we are losing sight of the importance of that upskilling and that cross-training 
opportunity that this exemption provides. 

It is also worth noting that a lot of organisations and businesses prefer to promote internally. That has certainly 
been the experience that I have had in the workforce. If someone can be promoted internally to a management 
position rather than hiring someone externally, most employers will prefer to do that. A certain culture is 
maintained within the organisation. It also has an idea of someone’s work ethic if they have been working there 
for several years. It is a way to reward loyal employees. In fact, Andrew Gregory, the current CEO and managing 
director of McDonald’s Australia, started out as a crew member back in 1992 literally flipping burgers. He worked 
his way up to the position of CEO and managing director of one of the largest corporations in this country. 

Hon Kyle McGinn interjected. 

Hon AARON STONEHOUSE: The former CEO did the same. It seems to be a trend within McDonald’s. What 
a fantastic story. Such is the beauty of capitalism and its social mobility that someone can go from flipping burgers 
to becoming the CEO of such a large corporation. What a wonderful story, but I digress. 

As was previously stated by Hon Dr Steve Thomas, Western Australia does indeed have the highest payroll tax in 
the country, not just in rates but also we have one of the lowest thresholds. Is it really any surprise to any of us that 
unemployment is at a 16-year high? Our 6.9 per cent unemployment rate is the highest in the nation. Our 
government in this state has voted in the last 12 months to raise the payroll tax rate, and now we are debating 
removing an exemption. We are raising the rate while simultaneously broadening the base. We currently have one 
of the highest rates but a fairly narrow base. We are increasing the rate and broadening the base. Most people make 
the argument that we would want a high rate and a narrow base or, ideally, a lower rate and a broader base. It 
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makes compliance a lot easier. We are going in completely the opposite direction, raising the rate and broadening 
the base at the same time. This will be devastating for employment in this state. The question I have for members 
opposite is: How many jobs are you willing to sacrifice in your pursuit for more control over training in this state? 
Is it a dozen jobs, 100 jobs or 1 000 jobs? Maybe it is something worth thinking about. 

I am not the only one who has noticed the hardship caused by continual tax increases. In fact, our Premier, quoted 
by the ABC on 21 February 2017—I love this quote; it is a quote that keeps on giving—said — 

“There’s already been three increases in land tax in the last four years. There’s been increases in stamp 
duty over the course of the Barnett Liberal–National Government. … people can’t withstand more tax 
increases of this nature.” 

I absolutely agree with the Premier. He went on to say — 

“There will be no new taxes on West Australians, full stop. If we are elected, there will be no new taxes 
on West Australians or increases in taxes on West Australians. If we’re elected, full stop” ... 

It was very well put. It was very simply put too. 

At times it gets a little exhausting keeping up with other members of this place—keeping up with what they will 
vote for and what they will not vote for and what their ideas and values are. There seems to be a real lack of 
consistency and perhaps even a lack of underlying philosophy guiding their decisions. Just last year the 
Liberal Party supported the government’s bill to increase the payroll tax rate. I know that a lot of honourable 
members on that side were not too happy about that. A lot of their members certainly were not. They seem to have 
changed their tune now, which is good. They are getting back to their roots and getting back to those Liberal ideas 
that they supposedly stand for. As I debated the bill here, almost like bashing my head up against a wall, against 
the Liberal Party passing a payroll tax increase, I was joined by the Nationals and Hon Martin Aldridge, who 
assisted me in interrogating the government during Committee of the Whole for quite a while about the payroll 
tax increase. The Nationals stood by the crossbench in voting against and debating against the payroll tax increase, 
yet today we are debating removing the exemption of the payroll tax and, lo and behold, the Nationals will support 
the government on this one. The Liberals and Nationals have switched positions again on what is virtually the 
same issue—a payroll tax increase. 
Hon Jacqui Boydell: It is not the same issue. It is a totally different issue. 
Hon AARON STONEHOUSE: It defies logic. I look forward to the honourable member’s contribution and her 
explanation of why she would support removing the exemption for training existing employees — 
Hon Jacqui Boydell: You explain why you’re supporting it and we’ll explain why we are not. 
Hon AARON STONEHOUSE: I just spent the last few minutes explaining that. 
Hon Jacqui Boydell: Well, it’s not very clear still. You’re talking about us. 
Hon AARON STONEHOUSE: I will move on. It does get confusing when there seems to be very blurry 
ideological lines. When I was elected, I made the commitment that I would never vote for an increase in tax and 
I have consistently upheld that principle. When I was elected, I quoted Thomas Jefferson. If I remember the quote, 
it goes something along the lines of “In matters of style, swim with the current; in matters of principle, stand like 
a rock.” 
I look forward to reaffirming my commitment to not vote for an increase in taxes. I welcome the Liberal Party 
helping me in this fight. I look forward to the contributions of other members. 
HON DONNA FARAGHER (East Metropolitan) [9.27 pm]: I also rise to make a few comments on the Pay-roll 
Tax Assessment Amendment (Exemption for Trainees) Bill 2018. Hon Jacqui Boydell will be pleased to know 
that I will not reference the National Party in my speech. I think others will probably do that but I will leave that 
for them to do. 
As other members have outlined, this bill seeks to tighten the payroll tax exemption for wages paid to trainees 
under certain circumstances. Essentially, it gives effect to the government’s announcement, which, if I recall 
correctly, was made on 30 November last year, to limit the exemption to new employees with annual wages of 
$100 000 or less. Therefore, the bill before us, noting the fact that it was announced back in late November last 
year, is effectively retrospective and it is backdated to 1 December. 
According to the government’s announcement at the time—this has been reflected by other members who have 
already spoken—this decision is expected to save around $100 million across the forward estimates. We also know 
that it is the first tranche of a two-stage reform process that the government intends to make. I want to refer to 
a joint statement of the Treasurer and the Minister for Education and Training dated 30 November. It states — 
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… the Government will work with industry in developing stage two of these changes to replace all 
remaining apprentices and trainee exemptions with a grant scheme. Options will be considered in 
mid 2018 for possible commencement from July 1, 2019.  

I will refer back to that in my remarks a bit later on. 
As has already been outlined by Hon Dr Steve Thomas, the Liberal Party will not be supporting this bill. In saying 
that, I want to make one thing very clear. Members of the government have decided to play politics with this issue 
and make references about why the opposition is not supporting the bill. I indicate very clearly that the opposition 
in no way endorses any misuse of a tax exemption by any company that seeks to utilise it in a way that it is not 
intended—essentially, as a tax avoidance or tax minimisation measure rather than an opportunity to upskill new 
and existing employees. We are at one with the government on that. If there is a loophole, we want to see it fixed. 
The Leader of the Opposition may remind me—I am not sure whether he was minister for training at the time; it 
might have been Hon Liza Harvey—when we were government, I think it was around 2014 or 2015, some very 
sensible changes were made to tighten the system. Indeed, that was acknowledged by the government in the second 
reading speech. 
Hon Peter Collier: It was Liza Harvey. 
Hon DONNA FARAGHER: It was Hon Liza Harvey. I have just conferred with the Leader of the Opposition. 
As I understand it, those changes capped the number of employees an employer could enrol under a training 
contract to 100 a calendar quarter, and there was an overall greater scrutiny of applications, including new 
standards and procedures to assess those applications. The feedback that I have received from businesses and peak 
organisations that I have met with—I will refer to them a little later on—is that the requirements put in place back 
then were certainly more rigorous than they had been prior to the changes. I will refer to a fact sheet from the 
Department of Training and Workforce Development, which outlines how training contracts are assessed. It 
states — 

All training contracts must undergo an assessment before they can be approved for registration. When 
identifying training contracts for further assessment, the Department applies a risk-based approach based 
on historical data and potential risk of non-compliance with the assessment criteria and training contract 
obligations. 

Training contracts may require further assessment in the following circumstances. 

• The intended occupation does not appear to be aligned with the qualification 

For example; further assessment may be undertaken if a person indicated that they would be 
employed as an administrative assistant within a company and signed into a training contract in 
a qualification in Early Childhood and Education Care. 

• The registration of the contract may result in a contrary outcome or effect to the objects of the 
Act. 

The objects of the Vocational Education and Training Act 1996 can be found in Part 4 of the Act. 
One of the objects refers to the efficient and effective provision of vocational education and training. 
There may be further assessment required when it appears that the registration of a training contract 
or group of training contracts would impact on the efficient and effective provision of the State’s 
VET system. 

• The visa does not appear to meet the requirements of the training contract. 

For example; further assessment may be undertaken if it appeared that the person’s visa conditions 
did not allow for them to work in Australia, or the visa validity period was inconsistent with the 
nominal term of the training contract. 

That is another matter. It continues — 

• The employer does not appear to be able to provide adequate training. 

For example; further assessment may be undertaken if the employer is in the manufacturing industry 
but the nominated qualifications for the apprentices are hospitality related. 

Please note this is not an exhaustive list. 

As I understand it, with these and other changes that were made to tighten up the system, the value of the overall 
exemption was reduced from around $90 million at its peak, if I can put it that way, to around $80 million. 

In recent months, we have heard a lot from the government that this in part is about cutting out the rorters of the 
system. If we listen to some government members, all businesses that claim this exemption are rorters and are 
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doing the wrong thing, yet when the government has been asked to provide evidence, it has been very short on 
detail. For example, in an editorial earlier this year in The West Australian, the Treasurer used an example of an 
application that was received for the entire workforce of a large organisation to be registered in a business course. 
That is clearly inappropriate; I think everyone in this house would agree with that. Was that an example from last 
year? No, it was an example from 2013. The changes that I have alluded to had not even been made at that time. 
The reference was to a business that was clearly seeking to game the system prior to the tightening of the system 
that occurred in 2014–15. The paper we received from the departmental officers who briefed the opposition stated 
that there was widespread evidence to suggest that employers are using the scheme to reduce their payroll tax 
liability rather than address training needs. It stated that there was widespread evidence. I do not want to put the 
departmental officers in the frame, but when we asked them to provide a list of examples, it was not forthcoming. 
A couple of examples were cited. I will stand corrected on this, but I seem to recall that one of the examples cited 
was the 2013 example that had been referred to by the Treasurer in the editorial. I will refer to the Treasurer’s 
contribution to the debate. He stated — 

As a tax integrity measure, of course the majority are doing the right thing. 

He acknowledged that the majority of businesses are doing the right thing from his perspective, but his language 
and the language of other government members about businesses allegedly rorting the system suggests quite 
another view. 

In the past few months I have taken a lot of time to meet with many peak organisations involved in training across 
the state as well as businesses—mainly small and family-owned businesses from Morley to Armadale to Henderson 
and other places—to get an understanding of the challenges impacting the training sector, where the opportunities 
are, what should stay and what should change, and a whole range of other things. It is an important group to listen 
to, as are many others. Around two-thirds of businesses with trainees in WA are small to medium-sized enterprises, 
not the large enterprises that the government continues to refer to. I think Hon Dr Steve Thomas also alluded to that 
in his contribution. It is fair to say that in all these meetings and visits, the changes to the payroll tax exemption 
was almost universally raised. The small businesses that I met with absolutely reject the accusation that they are 
rorters. A few businesses have clearly sought to do the wrong thing. Businesses that I have met with feel that they 
have been lumped in with those businesses and companies and they feel that is wrong. I understand that. They all 
agree that if more changes are needed to tighten up the system, so be it. The Liberal opposition agrees with that, 
as Hon Dr Steve Thomas has said. This does not require what is effectively the sledgehammer approach that the 
government has taken in this instance. Many of the stories I have heard are similar. People I have spoken to say 
that the exemption has provided the opportunity for more employees to be upskilled. This has led to systemic and 
positive changes within their respective businesses. In many cases, and this has been reflected by others, 
longer-term employees, particularly older employees, have been upskilled—some for the first time in many, many 
years. It has also provided an opportunity for employers to provide training more quickly and on a larger scale 
than they might otherwise have been able to. This has often enabled them to extend those training opportunities to 
not only those who effectively are eligible for the exemption, but also some employees who are not. The exemption 
enables employers to broaden the opportunity for more employees to have training opportunities and to upskill. 
They all start to talk the same language and improve their productivity, workflow and business overall. That 
ultimately supports our economy as a whole. 
We all know that the take-up of apprenticeships and traineeships is on the decline and has been on the decline for 
quite some time. We are not the only state to see this trend and there is a range of reasons why it is occurring. 
Annual data released in August last year by the National Centre for Vocational Education Research shows that 
across Australia, 265 000 apprentices and trainees were in training on 31 December 2016. That represents a drop 
of around 4.5 per cent from the figures in 2015. 
A table released by the state’s Department of Training and Workforce Development also provides a summary of 
statistics for people in commencements and in training by apprenticeship and traineeship. In the 12 months to 
31 March 2016, a total of 7 350 apprenticeships were commenced and in the 12 months to 31 March 2017, 
6 285 apprenticeships were commenced, which represents a 14.5 per cent drop. At 31 March 2016, there were 
17 698 apprentices in training and at 31 March 2017, there were 16 157 apprentices in training, which represents 
a drop of 8.7 per cent. In the 12 months to 31 March 2016, 18 719 traineeships were commenced and in the 
12 months to 31 March 2017, 14 934 traineeships were commenced, which represents a change of minus 
20.2 per cent. At 31 March 2016, there were 21 931 trainees in training and at 31 March 2017, there were 
19 474 trainees in training, which represents a drop of 11.2 per cent. The number of commenced training contracts 
overall reduced by 18.6 per cent and the number of contracts in training reduced by 10.1 per cent. With all these 
figures I have just put forward in mind, any policy changes that further reduce the incentive for employers to take 
on apprentices and trainees or provide further training opportunities to employees to upskill need to be met with 
caution. This therefore brings me to the second tranche of the reform that the government has alluded to. 
Debate adjourned, pursuant to standing orders.  
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