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PAY-ROLL TAX ASSESSMENT AMENDMENT (DEBT AND DEFICIT REMEDIATION) BILL 2017 

Second Reading 

Resumed from 2 November. 

Question put and passed. 

Bill read a second time. 

Leave denied to proceed forthwith to third reading. 

Consideration in Detail 

Clauses 1 and 2 put and passed. 

Clause 3: Act amended — 

Mr D.T. REDMAN: I may have this somewhat wrong because it can be a little confusing with two bills, but my 
understanding is that anything that relates to tax has to be treated very distinctly, and that is why we have the tax 
bill. Of course, the application of other payroll tax measures have to be picked up in a separate amendment bill 
and that is why I rise on this occasion to talk about an amendment that the National Party would like to move to 
the changes to the threshold. I want to quickly go over a couple of things before we get to that point. I highlight 
that the Nationals will not support this bill. We gave a range of reasons for that during the second reading debate 
and no doubt I will refer to those comments in the third reading debate. Given that this bill will go through both 
houses, we thought it appropriate to put up an amendment to try to soften the impact on small business. I note that 
in some comments on the previous bill, the Treasurer talked about the definition of small business and a range of 
views came through about that. He said that the definition of a small business is one with a payroll that does not 
exceed $100 million. I do not think anyone would consider a business with a payroll over $100 million to be 
a small business—it is a considerably large business. The point was made in the second reading debate that the 
flow-on impact of these changes on small business, contractors and a range of other groups that engage with bigger 
businesses, and the capacity of big businesses to take that down the supply chain of finance, is strong. Therefore, 
one opportunity exists that could change the thresholds to give some relief to small businesses. It is for that reason 
I would like to move the amendment in my name. 
The ACTING SPEAKER: Member, we have to deal with clause 3 first. The amendment comes in after clause 3. 
Mr D.T. REDMAN: I will conclude my remarks and wait until we get to the end of clause 3 and pick up the new 
clause then. 
Clause put and passed. 
New clause 3A: Section 8 amended — 
Mr D.T. REDMAN: I move — 

Page 2, after line 12 — to insert — 
3A. Section 8 amended 

(1) Delete section 8(1)(b) and insert: 
(b) the financial years beginning on 1 July 2016 and 1 July 2017 is $850,000; and 
(c) a financial year beginning on or after 1 July 2018 is $1,000,000. 

(2) Delete section 8(2)(b) and insert: 
(b) the financial years beginning on 1 July 2016 and 1 July 2017 is $70,833; and 
(c) a financial year beginning on or after 1 July 2018 is $83,333. 

I move new clause 3A because of the flow-on impact this bill will have on small business. I note the Treasurer’s 
comment, if I have it right, that he believes the flow-on impact of this bill will be minimal. Even one of the great tax 
commentaries, the Henry review, “Australia’s future tax system: Report to the Treasurer” in December 2009 stated 
that in the long run businesses will pass the burden of payroll tax onto workers ultimately through, as described 
by the Chamber of Commerce and Industry of Western Australia, reduced wages and reduced headcount in 
organisations, and by contracts being cut. Cutting contracts has a clear flow-on effect on businesses and all those 
engaged in the big end of town. In fact, an interesting comment was made about the impact of payroll tax on the 
mining sector and on those contractors in the resources sector. Having a range of different scales will have some 
impact. We are making the point that the target of this amendment is to reduce the impact on smaller businesses—
by definition, those in the $850 000 to $1 million range—and provide full relief to 1 000-plus businesses and some 
relief to 10 000 others, given the flow-on effect of the diminishing threshold as it goes through to $7.5 million. We 
believe that there is scope to reduce the burden on small businesses. 
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There will be a cost. It is expected that it will increase the government’s bill to $435 million. Although it is pretty 
difficult to accurately assess the implications of this from where we sit, it is our understanding that it will probably 
impact the revenue by about half—something along those lines. Yes, there will be an impost on the bigger end of 
town. We know there will be a flowthrough impact on smaller business. The changes we are putting in place as 
a product of this amendment will carry through a smaller impost on quite a significant number of small businesses. 
I think even the member for Bateman commented in the debate last week that there is a sort of increasing impact. 
A lot of small businesses are captured by a small change. As we get further up the line, a smaller and smaller 
number are impacted. We believe this is an appropriate response. Although we are not going to support the bill, it 
is incumbent upon us, on the way through, to reduce the impact this is likely to have on small businesses and, 
therefore, put some concessions in for the small business end of town. 
I noted that the Premier, when he was making some comments—they might have even been around the budget—
said that he does not like payroll tax because of its negative impact on employment. Here is a chance—it probably 
does not fit the Treasurer’s numbers very well. Nevertheless, it is incumbent upon us in this place to try to reduce 
the impact on those who at a point in the economic cycle are going to take a fair bit of pain, and, indeed, the pain 
that is going to come from the impact of this payroll impost, albeit at the big end of town. The flowthrough impact 
is well commentated on by those who talk about the flow-down impact. I put the amendment to the chamber. 
Dr M.D. NAHAN: From the Liberal Party’s perspective I want to comment on the amendment. As the member 
for Warren–Blackwood has made clear, this tax will impact small businesses because it will be passed on, I would 
say in many industries, through to contractors, and many of those contractors are small businesses. There is no 
doubt about that. That is what the Chamber of Commerce and Industry of Western Australia has estimated and 
that is probably the case. We do not know exactly how much it will be, but it will have an impact. 

When we were in government our policy was to increase the threshold from $750 000 to $850 000. Indeed, I think 
we went to the last election with a policy to increase the threshold even further. Having a threshold helps a lot of 
businesses, particularly small businesses that have faced significantly large wage inflation and are hitting that 
threshold. Without that threshold, a lot of businesses would have been captured. Small businesses can withstand 
it. But our position is—the Premier made it quite clear, and it was reiterated by the Treasurer—that in the run-up 
to the next budget it will come down to what it was prior to these changes being put into place, and that the 
government would consider the threshold issue. We will hold the government to account on that to the extent that 
we can. 

We know that there is a complicating factor and we have no intention to block money bills. This is part of the 
budget and it will come down in the budget. However, we need to look at how to increase the threshold so small 
businesses are looked after. It can be done, as the member is suggesting in this amendment, by increasing the 
threshold—as we have done in the past. It could also be done through a rebate, the differential for which we 
estimate would be $4.5 million—$45 million for just increasing the threshold. That is how the thing works—there 
is a big difference. It is our view that the government of the day has decided to break its promise not to increase 
payroll tax and it has to be held to account for that. It indicated that it would seriously look after small business in 
some form or fashion. That requires an assessment that we cannot do in opposition. The government has access to 
the Treasury people who can estimate the optimal way of doing it. 

This is just a transition in a five-year program to temporarily increase payroll tax from 5.5 per cent to 6.5 per cent 
for businesses with large salaries. We would like a response from the Treasurer about what change to the threshold 
the government will consider and whether anything they implement at budget time will go beyond five years. I say 
that the impact of this bill is temporarily transitional—that is, it will raise payroll tax for five years and then it will 
be brought down. We would like consideration to be given to assistance being available for small businesses who 
pay payroll tax permanently down the track. The Liberal Party is going to leave it to the government to make those 
decisions. It expects the government to keep its word that it will seriously look at doing something on payroll tax 
for small businesses. 

Mr D.T. REDMAN: One point I did not make was that going into the last election, the Nationals took a fairly 
aggressive approach to payroll tax. Obviously, we have to find a way to fund that. That did not come to bear but 
that was obviously linked to it. We do not have many tools in opposition; one of them is to look at the bills before 
us. I guess that is one of the reasons we have chosen to move this amendment. I am not sure that I share the 
Leader of the Opposition’s confidence in the Treasurer considering this in 12 months. 

Mr B.S. Wyatt: Less than that. 

Mr D.T. REDMAN: Less than that, yes. 

Mr B.S. Wyatt: Early in the new year! 

Mr D.T. REDMAN: In the context of budget challenges, the Treasurer says, sitting at the end of the table, that 
what he brought down took our net debt back by $600 million or something like that. The government’s election 
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commitments had that impost on the budget. The government’s election commitments flowed through. Faced with 
the challenge of trying to wind that back even beyond the imposition that the government put on the current budget, 
it is going to be very difficult for the Treasurer to find some concessions in the small business sector, whether it 
be rebates or other mechanisms. I have sat around that table so I know exactly what the Treasurer has before him. 
I would have thought that would have been a difficult challenge. Here is an opportunity that is consistent with our 
policy settings. Although we clearly took a much more aggressive position, this will take some of the sting out of 
the inevitable flow and impact that small businesses will get out of this payroll tax. 

Mr V.A. CATANIA: This amendment was moved by the member for Warren–Blackwood on behalf of the 
National Party. As the member for Warren–Blackwood said, we do not support the bill but we are trying to make 
sure that we can improve it wherever possible. From the comments made by other parties, it is disappointing that 
they may not be supporting our position of giving some benefit to small businesses. I think over 1 000 small 
businesses will benefit from this change moved by the member for Warren–Blackwood. Overall, over 
10 000 businesses will benefit in a positive way to try to ensure that we can give small businesses the ability to 
employ more people by freeing up the amount of government taxes being imposed. As the Leader of the Opposition 
said, we went to the election not wanting to increase payroll tax. The government is doing that, amongst many 
other taxes that it is imposing now. We went to the election with a clear policy of lifting the threshold not only to 
the $1 million that we put forward today, but also moving that threshold up to $5 million. We had an avenue to 
pay for that concession, which was going to affect over 12 000 businesses in Western Australia. It would have 
helped to kickstart the economy and enabled businesses to employ more people. This way, the top end of town 
will pass on those costs to contractors, as members have said in this house. As I said before, Treasurer, there are 
alternatives, hence why we do not support the bill. We are trying to make it a little easier for small business. 

There are alternatives to taxing small businesses in Western Australia. There are alternative revenue sources other 
than taxing mums and dads and everyone else in Western Australia. This bill states it is about debt and deficit 
remediation, but clearly it is not. It is about paying for the election commitments that the Labor Party made during 
the election campaign. This bill does not raise enough money to even pay out, or pay for, the cost overruns and 
blowouts for Metronet. It does not make a dent in the state’s finances. Although this small change obviously 
impacts on that $435 million, it gives small business a greater opportunity to survive during tough economic times. 
It also helps with the government’s jobs plan for businesses to reinvest in employing people or more research and 
development. Businesses will generally invest in R and D to improve their competitiveness right across the board. 
If they have an extra $30 000, $40 000 or $50 000, if not more—if the government does not take it off them—they 
can reinvest in their business or employ people. That is something that suits the government’s policy of jobs for 
Western Australia. 
I hope that the Treasurer considers this amendment and helps small business. The National Party opposes the bill. 
This amendment has been moved to make it easier and better for small business. Ultimately, the policy that we 
took to the election of lifting that threshold even further, from $1 million to $5 million, would give a greater benefit 
to businesses in Western Australia, particularly small and medium businesses. That is something that I think the 
Treasurer will consider in the future. The sooner he does it, the sooner it will benefit mums and dads. I share the 
Leader of the Opposition’s concerns. There is a lot of faith in the Treasurer in ensuring that this tax will be wound 
back. I fail to see governments wind back taxes. It is very hard to do, hence why the Treasurer needs to look at 
a revenue source that will make sure that he does not keep on increasing taxes, particularly on small businesses. 
Mr B.S. WYATT: I thank all members. I thank the member for Warren–Blackwood for the amendment. I understand 
his amendment, but I am not supporting it. One of the best parts of Parliament is consideration in detail. I found that 
when I sat on the opposition side of the house as well, because members get a chance to have a conversation around 
some other issues not specific to the legislation. I assure the member for Warren–Blackwood and the Leader of the 
Opposition that the commitment of the Premier and me to look at this for the 2018–19 budget is sincere. But I make 
the point as well that it is clear—we all know the deficit position—that we cannot afford it. We have to borrow to 
fund it. If we are going to do that, we need to make sure that we deliver the best economic outcome. That may be 
a threshold increase. The Leader of the Opposition has made the point, quite validly, that it may be a rebate 
mechanism. It may be something around the grouping provisions; I do not yet know. But if we are going to borrow 
to fund, to be frank, a tax cut, we have to ensure we get the best economic outcome that we can possibly get. We 
are in an environment now, fingers crossed, in which consumer confidence is increasing and employment has been 
trending the right way for 10 to 11 months. If there is something we can do that might have a more positive impact 
on that activity, I am keen to look at it. Believe me, it is one of the more positive things I get to look at between 
budgets. It is generally an environment in which we can consider these things. We will do, and I am looking 
forward to that. I will ask Treasury for that work. The Leader of the Opposition asked a specific question that 
I want to deal with. If we go down the path of a threshold change—an increase—if we are to get benefits out of 
that, it has to be permanent, in my view. Ultimately, we will have this in due course. I think the National Party’s 
position was for a two-year increase of the threshold to $5 million and then it was to come back to $850 000? 
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Mr D.T. Redman: There is the challenge with the GST clawback in the provisions. 
Mr B.S. WYATT: This is right. This is the key problem with the GST clawback. Although the member for 
Warren–Blackwood says that $7.2 billion would have been raised by the lease rental fee increase, nearly 
90 per cent is then gone through the GST. I do not know and I have not asked Treasury to do the work, but 
I question whether a two-year increase in the threshold from $850 000 to $5 million, then back to $850 000 would 
change any activity at all. Why would an employer employ a bunch of people, bearing in mind two years later the 
threshold is going back to $850 000? I am not sure that it would have any significant impact on economic activity. 
Is a threshold increase to $1 million, or some other change in the payroll tax base, going to have the biggest 
long-term economic benefit? That is what we need to understand. The Leader of the Opposition is right: if we are 
going to do a threshold change, clearly it is permanent, because ultimately if we increase it and bring it back, that 
sort of decision is not going to create employment.  
I want to clarify this. If we increased the threshold to $1 million, the impact across the forward estimates would be 
$139 million but the impact across the life of this budget is about half that amount. The member for Warren–
Blackwood is right about that. About 1 200 taxpayers of the 18 500 taxpayers who pay payroll tax at the moment 
would drop out of the base if the threshold was increased to $1 million. The point the member made is valid. At 
the higher end, not many in raw numbers are paying a significant amount of payroll tax. We are not supporting 
this new clause but the commitment has been made with respect to the budget process for 2018–19 and we are 
sincere about it. For the purposes of this bill, we are not looking at any change to the threshold. 
Mr D.T. Redman: No committal? 
Mr B.S. WYATT: No. 
Dr M.D. NAHAN: One of the things we have had with our payroll tax threshold is a massive increase in wages 
over the last 10 years. My colleague the member for Scarborough employs about 50 people. She is now paying 
about $1 million. Ten years ago, it would have been half that. Bracket creep is significant. I understand that 
Treasury will hate this if we increase the threshold at the wage price index. 
Mr B.S. Wyatt: That will not lock it into that. 

Dr M.D. NAHAN: It would just have a policy to go up. Right now WPI growth is pretty low—1.5 per cent or 
so—but that would be one way to give assurances relating to the threshold in terms of employees and that is what 
counts, the number of employees. Those are the things that governments have to do. We are not in government, 
unfortunately. The government has to look at these things. That is why the Liberal Party is taking the government 
at its word to look at these issues and seriously look at increasing the threshold for small businesses. It is not just 
the fact that it will help a lot of small businesses; if we do not do those sorts of things, more and more small 
businesses will get trapped in the payroll tax issue. That is our decision. 

We support the National Party’s approach but in this instance we think it should be done by the government of the 
day in the budgetary process. 

Division 

New clause put and a division taken, the Acting Speaker (Mr I.C. Blayney) casting his vote with the noes, with 
the following result — 

Ayes (4) 

Ms M.J. Davies Mr D.T. Redman Mr P.J. Rundle Mr V.A. Catania (Teller) 
 

Noes (40) 

Mr C.J. Barnett Mr W.J. Johnston Mr Y. Mubarakai Ms R. Saffioti 
Mr I.C. Blayney Mr D.J. Kelly Dr M.D. Nahan Ms A. Sanderson 
Dr A.D. Buti Mr Z.R.F. Kirkup Mr D.C. Nalder Ms J.J. Shaw 
Mr J.N. Carey Mr A. Krsticevic Mr K. O’Donnell Mrs J.M.C. Stojkovski 
Mrs R.M.J. Clarke Mr S.K. L’Estrange Mrs L.M. O’Malley Mr C.J. Tallentire 
Mr M.J. Folkard Mr F.M. Logan Mr P. Papalia Mr D.A. Templeman 
Ms J.M. Freeman Mr W.R. Marmion Mr S.J. Price Mr R.R. Whitby 
Ms E. Hamilton Mr M. McGowan Mr D.T. Punch Ms S.E. Winton 
Mrs L.M. Harvey Ms S.F. McGurk Mrs M.H. Roberts Mr B.S. Wyatt 
Mr T.J. Healy Mr S.A. Millman Ms C.M. Rowe Mr D.R. Michael (Teller) 

New clause thus negatived. 

Clauses 4 to 7 put and passed. 

Clause 8: Part 2 Division 5 inserted — 
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Dr M.D. NAHAN: I want to use this minute or so in order to finish this and do the third reading after tea. Payroll 
tax is one of those vexed taxes that we have struggled with for a long time. It was given to the states in 1971 by 
the commonwealth. There were no exemptions. It came in at about two per cent. The Treasurer will find after 
talking to his fellow Treasurers that there will be immense pressure to do something about this, including from the 
Productivity Commission. 

Point of Order 

Mr S.K. L’ESTRANGE: There is a fair bit of noise in the chamber. 

The ACTING SPEAKER (Mr I.C. Blayney): Members in the gallery, you are very welcome to observe 
proceedings but I ask you to be quiet please. 

Debate Resumed 

Dr M.D. NAHAN: In his discussions with other Treasurers, does the Treasurer see reform of the payroll tax more 
generally? Is there any appetite for that in the capacity for tax reform? 

Mr B.S. WYATT: I will try to be brief. There is probably not. There has been some discussion, pushed by 
Queensland, but I think we are in agreement around potentially trying to get some of the income tax and getting 
rid of a lot of the national partnership stuff. The Leader of the Opposition knows what it is like; the devil’s budget 
is all over the country. We are trying to wait on that. I might have a better go at that in the third reading because it 
is a useful conversation to have. 

Sitting suspended from 6.00 to 7.00 pm  

Clause put and passed. 

Clauses 9 and 10 put and passed. 

Title put and passed. 

Leave granted to proceed forthwith to third reading. 

Third Reading 
MR B.S. WYATT (Victoria Park — Minister for Finance) [7.02 pm]: I move — 

That the bill be now read a third time. 

MR D.C. NALDER (Bateman) [7.02 pm]: I want to highlight some key points regarding the Pay-roll Tax 
Assessment Amendment (Debt and Deficit Remediation) Bill 2017 and reinforce the points of concern the 
opposition has with this bill. 

Several members interjected. 

The DEPUTY SPEAKER: Excuse me, members; could you please stop the muttering. 

Mr D.C. NALDER: Thank you, Madam Deputy Speaker. I will speak as long as my voice holds up at the moment; 
it has been going for the last few nights—too much cricket on Friday! 

The first point I would like to reinforce is that the government has introduced a new bill to increase a tax on 
businesses. The tax is applied to organisations for employing people. It should be a tax that both sides of the house 
find abhorrent and would work on removing altogether for the overall benefit of the Western Australian economy. 
This is a negative tax. We need to do everything possible over time to remove it. I understand the dependence of 
the Western Australian government on the revenue stream that is generated by this measure and that it is not an 
easy thing to walk away from, but it is something for which, over time, both sides should take responsibility to 
lessen the burden on Western Australian businesses for employing people, which should be seen as a positive 
impact for the state economy. To put any brake on future employment is something that should be frowned on by 
future governments. 

The second point I would like to make is that the title of this bill is around debt and deficit remediation. As we 
pointed out through the consideration in detail stage, payroll tax revenue does not contribute to either debt or 
deficit remediation. We are seeing an increase in the deficit this year to a record level. We are seeing an increase 
in debt over this term of government to record levels. When the new government talked about remediation, it 
implied to the broader community that it had to undertake these activities because of what it inherited from the 
previous government. The reality of the situation is that if a government is generating a new tax and that new tax 
does not go towards reducing debt or deficit, and in fact does not even cover the increased interest expenses that 
will be accrued by this new government, it can hardly call it a remediation of debt and deficit. The Under Treasurer 
made it very clear to both sides during the election campaign that irrespective of who won government, the issue 
of debt would need to be tackled. The government would have us believe that these measures are necessary to 
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tackle that, yet at the same time, debt is growing by some 34 per cent towards $43.6 billion, up from the debt of 
$32 billion that the government inherited. The ramification is that there will be an increase in interest expenses, 
which will shift from around $975 million a year to approximately $1.485 billion a year—an increase of 
$510 million a year by the end of this term of government. It is an additional $510 million a year in interest 
expenses. When we combine the revenue the government will generate from this new payroll tax, what it would 
have achieved if the gold royalty increase had gone through, what it has achieved from all the increases to 
household charges in the latest budget, and what it has taken away from self-funded retirees in terms of their 
rebates across council and water rates, the revenue generated from all those measures equates to around 
$280 million a year. If there is an increased interest expense of $510 million a year by the end of the term, and if 
all of these measures generate only $280 million a year, the issue is not the debt that the government has inherited; 
the issue is becoming the government’s own expenses and the debt it is accruing during this term of government. 

We heard for the two years leading up to the election from the current Treasurer, when he was shadow Treasurer, 
that revenue was not the issue for the former government; it was expenses. The opposition went into the election 
claiming that expenses were the issue. The then Leader of the Opposition, who is now the Premier, made the 
promise to the people of Western Australia that there would be no new taxes and no tax increases. The Labor 
opposition knew the state of the financials—it had been complaining about them for a minimum of two years, and 
pretty much the whole term—yet it went into the election and made this categorical promise that there would be 
no new taxes or tax increases. After it won government, all those promises were literally thrown out the window. 
What we are seeing with this new bill is an increase in taxes and an increased impost on larger businesses within 
Western Australia. From my perspective, this government has no mandate from the Western Australian people to 
introduce new taxes at all, given the promises it made during the election.  

It is interesting that the government has tried to position this legislation as targeting only the top end of town—the 
large businesses in Western Australia. It has made the argument in the community that they are the businesses that 
can afford to pay and it is protecting small and medium enterprises. This is where it gets really interesting, because 
some people have pointed out that the government needs to be aware of unintended consequences. For the 
government to assume that if we apply a tax at the top end of corporations, it will not have an impact on jobs 
within those corporations or it will not flow through the supply chain to the small businesses that work for those 
corporations, it is mistaken. The Chamber of Commerce and Industry of Western Australia has undertaken an 
economic analysis of this payroll tax and has concluded that there will be a large impact on jobs in 
Western Australia, and that 68 per cent of that impact will be felt by small and medium enterprises. Although this 
government claims that this legislation will not impact small businesses, an industry body that has put a body of 
work into the public forum says that it will impact small businesses. One of the things discussed during this debate 
has been around whether the government would consider—an amendment was put up by the National Party—that 
if we target the top end and there is a risk of the impost flowing through to the bottom end, we should increase the 
payroll tax threshold and preserve a lot of the jobs that would be lost in the small and medium enterprises. The 
Chamber of Commerce and Industry has identified that by lifting the payroll tax threshold by $100 000 from 
$850 000 to $950 000, we can retain 65 per cent of the revenue that would be generated through the payroll tax 
amendment, but it would preserve 65 per cent of the jobs that would otherwise be lost. We believe it is something 
the government should seriously consider because the opposition believes that it needs to do further analysis on 
an unintended consequence of this bill. 

We understand the intent of trying to target the larger end of town, but the reality is that it will flow through the 
supply chain to the small and medium enterprises. Will it flow exactly how the CCI predict? I have not seen the 
underlying assumptions and the Treasurer has indicated that he has not seen them either and we will need to further 
interrogate them to have a degree of confidence. But between now and the implementation of this bill on 
1 July 2018, we implore the government to fully investigate this potential risk of a flow-on effect to small and 
medium enterprises and bring a measure in the 2018 budget that can be implemented on 1 July if it is proved that 
the CCI assumptions and underlying economic analysis hold water. It is something we need to give serious 
consideration to. 

I have talked briefly about the issue of the title of the bill, debt and deficit, and that we are not seeing a reduction 
in debt and deficit due to the introduction of these bills. I have shared with the chamber that although a perception 
has been portrayed that these measures are necessary due to the financial situation the previous administration left 
the government, we can prove that the revenue generated from this will not meet even the new interest expense 
being accrued by this government on top of the interest expense from the previous administration. We have 
a government that made a whole lot of assurances to the people of Western Australia, but, in winning the right to 
govern, broke a large number of promises to the people of Western Australia. Although it has broken a promise 
around new taxes and tax increases, it has broken a lot more promises than that. We are seeing it through increases 
in household charges, through not including in its budget all its unfunded election commitments and through a raft 
of other issues that come as a result of that. As an opposition, we have a fundamental problem with increasing 
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payroll tax due to the impost it will put on organisations employing people—yet we understand that the government 
has won the right to govern. We will not block this bill but we do not support it for those reasons. The government 
promised people it would not do it. It will have a negative impact on business and on employing people and it is 
designed to fund a lot of unfunded election commitments. 

People might forget that this government refused to put its costing through Treasury before the election. It can say 
whatever it likes about why this legislation had to be put up, but the reality is it would not submit its election 
commitment costings to Treasury for formal assessment. It is interesting that until the delivery of the budget 
in September, the Labor Party would not submit any of its election costings, even when it came to government, 
for assessment by Treasury. It is interesting because this is the first government in recent times that has done that. 
In the previous two elections, both sides submitted their commitments for funding assessment by Treasury. As 
I say, it is interesting that, according to Treasury assessment, the Labor promises had a $1.1 billion larger negative 
impact on debt than what the Liberal promises had in the 2008 and 2013 elections. Again, the government may 
complain and believe they inherited a financial situation with high debt, and we acknowledge that it did. We 
acknowledge that it needed to be dealt with when there was pretty much a perfect storm with an economy shifting 
from construction to production, the lag effect of the GST was biting and the bottom fell out of iron ore prices, 
which no-one had forecast at that time. Those three scenarios created the perfect storm and it meant that we needed 
to address that issue. We went to an election committing to deal with the debt issue. We had Treasury cost our 
projection that by 2019–20 net debt would be down at $28.8 billion. That was the net debt costing by Treasury. 
The member for Cannington should look at the formal assessment. 

Mr W.J. Johnston: That’s not true and you know it. 

Mr D.C. NALDER: I beg your pardon! The member for Cannington is stating it is not true and that I know it. 

Mr W.J. Johnston: It’s not true and you know it. 

Mr D.C. NALDER: That is funny, member for Cannington; I appreciate that interjection because I have on me 
Treasury costings for the 2008, 2013 and 2017 elections. I can sit here and go through each one if he likes. I will 
share with him that in 2008 and 2013 — 

Mr W.J. Johnston: How much of the proceeds from Western Power were to be reinvested? Answer the question. 
It’s a simple question. How much of the net proceeds were to be reinvested? It’s an easy question. 

Mr D.C. NALDER: The member for Cannington is proving himself to be a fool. I am going on the Treasury 
costings. 

Mr W.J. Johnston: The Treasury costings did not reflect your policy. 

Dr M.D. Nahan: So you say Treasury manufactured it? 

The DEPUTY SPEAKER: Excuse me, members! I know this is a heated debate that members want to contribute 
to. However, rather than have an exchange of views across the chamber, does the member wish to take an 
interjection from the member for Cannington? 

Mr D.C. NALDER: Thank you, Madam Deputy Speaker. I will deal through the Chair. I state on the record that 
the member for Cannington has just misled Parliament, because asset sales were taken into consideration as part 
of Treasury’s assessment of the debt impact of the election commitments. 

Mr W.J. Johnston interjected. 

Mr D.C. NALDER: I am dealing directly through the Chair. The election commitments were based on 
a 51 per cent sale of Western Power—we admit that. Treasury estimates were that net debt would be at 
$28.8 billion. Labor’s assessment of the cost of its own election commitments was that debt would be at 
$39.8 billion. The government has increased the budget for a number of the projects that it put up before the 
election, whether that be a marina or a rail project. The cost of those projects was not assessed and put to Treasury. 
The first time Treasury got to look at the Labor government’s financial outcomes was when the government tabled 
its budget in this Parliament. Labor’s budget shows that net debt will peak at $43.8 billion in 2019–20, before 
coming down to $43.6 billion at the end of 2020–21. That is a fact. No matter how the government tries to dress it 
up, there is a difference of some $15 billion between the Labor Party’s budget and Treasury’s assessment of the 
Liberal Party’s policy before the election. The Labor Party said it would not sell Western Power. However, it has 
no plan to deal with debt. The government has broken its promise not to increase taxes and charges and is putting 
imposts on households and businesses in Western Australia. It is doing that at a time when the economy is showing 
emerging signs of recovery. If the government is not careful, that will have a huge negative impact on the economy. 
The government has failed to foresee the supply chain effect of the policies that it is implementing. It is fascinating 
that the government is preaching to the opposition about the financial situation that the government inherited. The 
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government is establishing a legacy of greater debt and deficit. That will have a huge negative impact on future 
generations of Western Australians. As the Under Treasurer explained during the election period, if the government 
cannot tackle debt and deficit, our economy and our community will continue to go through cycles of pain. 

I reinforce that we are concerned about any increase in payroll tax. The government does not have a mandate to 
increase payroll tax. The government has failed to understand the impact of its policies on the economy and the 
flow-on effect to commerce through supply chains. This will impact on small to medium-sized enterprises. It 
certainly will not lead to debt or deficit remediation, as proposed in the title of the bill.  

MR D.T. REDMAN (Warren–Blackwood) [7.23 pm]: I want to contribute on behalf of the National Party to the 
third reading debate on the Pay-roll Tax Assessment Amendment (Debt and Deficit Remediation) Bill 2017. We 
have raised our concerns about this bill. We said at the outset that we will be opposing this bill in both houses of 
this Parliament. During the election campaign, the Labor Party made a commitment not to introduce any new taxes 
and charges. This bill is an absolute breach of that commitment and a massive broken promise to the people of 
Western Australia. The bill was supposedly to target big business. However, as we sought out during consideration 
in detail, this bill will have a flow-on impact to the small business sector. We think it only reasonable that we hold 
the government to account for its own standards and oppose what is essentially a broken promise.  

The National Party took to the last election a pretty aggressive policy setting on a range of fronts. We have had 
some discussion in this place about the special lease rental arrangements and the potential to draw a new revenue 
source from a sector of the business community that we believe has scope to fund such an increase. I acknowledge 
that will have flow-on implications for the goods and services tax, and that is obviously a bigger issue for 
Western Australia to deal with. However, we argue that this bill will target the business sector in a way that was 
not signalled before the election. Therefore, on the back of the commitments made by the National Party, we have 
seen fit to oppose this bill. One of the commitments that we made was to provide some concessions to the business 
sector through payroll tax relief. I have tried to find some comments about payroll tax from the Treasurer when he 
was in opposition, and it is pretty difficult. However, many other ministers of the government have talked about 
how payroll tax is effectively a tax on jobs. A number of commentators have talked about how payroll tax flows 
through the whole profile of our business community, from small to medium-sized enterprises to the big end of 
town. The Henry review highlighted that although the target may be the big end of town, it flows through to the 
small business sector, and ultimately that has an impact on jobs.  

As I have said, we will not be supporting the bill. However, in order to try to provide some concessions to small 
and medium-sized enterprises, we moved an amendment to one of the payroll tax bills that went through this 
Parliament to change the payroll threshold from $850 000 to $1 million. That would have the effect that some 
1 200 businesses, I think the Treasurer said, would have no liability to pay payroll tax. However, because of the 
diminishing thresholds from that point, it would have a positive impact on potentially 10 000 businesses. The 
member for Bateman referred to the fact that a relatively small increase in the threshold has an exponential impact 
on a large number of businesses. Unfortunately, the government did not support that amendment. I guess the 
primary reason is that it would have come at a cost to the government because it would have almost halved the 
payroll tax revenue that would have been generated. Nevertheless, we thought it would take some of the sting out 
of the payroll tax debate.  

The Treasurer and the Premier have highlighted their preparedness to look at this area. I think they will face 
a massive challenge in bringing that to bear, not because of their lack of enthusiasm to provide payroll tax 
concessions, but because the government will need to borrow in order to do so. I can imagine credit rating agencies 
such as Standard and Poor’s trying to assess whether increasing borrowings to provide a tax concession to a sector 
of the business community is a net stimulus or whether the net debt would outweigh that stimulus. Again, it would 
be another challenge for the government if it were to give concessions that have to be funded out of debt. For those 
reasons, I think it would be a very difficult conversation for the Treasurer to have to bring that to bear. Therefore, 
we come back to a concession that has an impact on the revenue that the government has put up and hence we 
moved an amendment to one of the clauses to try to achieve that change.  

I made the point at the consideration in detail stage about the juxtaposition of this bill concerning payroll tax 
increases for the broader business community and the state agreement bill that will be debated this week or next 
week. That bill does not have the same level of scrutiny or discussion about the merits of any changes that might 
occur from that. The Treasurer probably had the view that when I stood and talked about the state agreements, 
straightaway I was referring to increasing the special lease rental fee from 25c to $5 as one solution in that 
discussion, but a range of concessions might come to the fore with any amendments to state agreements. It does 
not necessarily have to be that. But it concerns us that that area is not being seriously interrogated. Unless the 
Treasurer wants to say something to the contrary, it is signed off, it happens and it moves through. All the research 
that we did that looked at past state agreements made this very point that when the pressure comes onto 
governments from the big business part of town, to try to start tinkering with the big resources sector’s settings is 
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a massive challenge for a minister. Even the member for Cottesloe made this point in his commentary in the past—
not in the Parliament now. Hansard shows that when some of those situations were presented to the member for 
Cottesloe and the government of the day, he had the option to shut them down and have someone else come in and 
take that resource, which I do not think any government of the day is going to do. However, there are caps on 
volumes; we can stop them increasing volumes unless government gets some sort of concession. There is a point 
of interrogation that deserves more than a cursory glance. We argued that there should be scope to have 
a parliamentary review into that to give a level of bipartisanship to the assessment of the merits of such options. 
Government did not have to commit to take it up in that process, but it would have been an option. Some of this 
could have been exposed in a public and bipartisan setting to discuss alternative revenue sources that do not do 
what this tax does, which directs the broader business community. As described, it is a tax on jobs and collectively 
all the commentators say that this is not what anyone wants to do to the business community as a member of 
Parliament or a minister in government. 

We have made some clear points. Our argument has been consistent. It is consistent with the National Party’s 
policy settings. We moved some amendments to soften the blow. They were not accepted. We will still oppose the 
bill. Time will bear out whether the Treasurer and the government can find solutions to give concessions to the 
business community, particularly the small to medium-sized enterprises in an environment in which debt and 
election commitments are at the fore and are some of the strong drivers of government decision-making. Thank 
you, Madam Deputy Speaker and Treasurer, for the opportunity to debate, but we will oppose this bill. 

DR M.D. NAHAN (Riverton — Leader of the Opposition) [7.35 pm]: I will make some brief comments on the 
third reading of the important Pay-roll Tax Assessment Amendment (Debt and Deficit Remediation) Bill 2017. To 
clarify the Liberal Party’s position, we do not support the bill but we will not oppose it. We do not support an 
increase in the payroll tax for a variety of reasons. First, as we all know and we have heard repeatedly—it is true—
that in the run-up to the election Mark McGowan campaigning to be Premier made it quite clear there would be 
no new taxes or increases in taxes on Western Australians. There was a big debate about whether that is true. When 
asked that same question, the then shadow Treasurer refused to say it because, and I quote, it was not believable 
for a Labor Treasurer to make such a commitment. But his leader Mark McGowan overrode him and repeatedly 
said that there would be no new taxes or tax increases on his watch—full stop. He knew the situation that he was 
approaching. This is a clear broken promise. He also said a lot of things during the last government about taxes, 
and he opposed every tax increase that we proposed. Despite the previous government writing down $26.5 billion 
in revenue over four years—that is not made up; that is what it was—the Labor opposition resisted every effort 
we made to raise revenue to fill the gap in falling revenue. If we want to find budget wreckers, we can look at the 
opposite side. 

As other speakers have said, although in opposition the Labor Party made a lot of about the deleterious and deadly 
impact of tax increases on jobs and growth. This time Labor basically said, not only in the context of increasing 
the gold royalty but also the payroll tax, that there would be no loss of jobs. As the member for Bateman and others 
have indicated, this is a tax on jobs. It will have a harmful impact on the levels of employment, remuneration and 
job creation in this state over the five years that the tax is in place. It will impact on small business because even 
though in the first instance the tax falls on big businesses, big businesses are the major clients for small businesses 
and they will pass it down by either reducing the value of contracts or reducing the number of contracts that they 
take. This will impact on jobs and small business.  

The Treasurer said that he can see signs of recovery. We look at what Standard and Poor’s and Moody’s—they 
analyse the economy more thoroughly—and what the Treasurer said today. He said that in the upcoming 
Government Mid-year Financial Projections Statement he expects to have some further downgrading of 
own-source revenue—particularly land tax, I think—which shows that the economy of Western Australia is still 
slow. There are signs of improvement in certain sectors, but overall it is slow and certain sectors are exceedingly 
slow. This is not the time to increase taxes willy-nilly. It puts further pressure on businesses and households. 

This is not the only increase and impost from government on households. The budget also extracts a further 
$1.1 billion from the public trading enterprises. Those increases are being passed on to consumers, households and 
businesses through larger fees and charges. After we put those two together, that is a $1.5 billion impost on 
households and businesses at a time when the economy is flatlining or trying to recover. It will undermine the 
recovery and not help it. 

As we discussed in the debate, the bill is described as debt and deficit remediation. As we discussed in both the 
second reading debate and consideration in detail stage, there is no remediation in this at all. It is not addressing 
or fixing up the government’s inheritance. It is not doing that at all. The budget increases the debt and deficit to 
the highest level ever in this state’s history by increasing recurrent expenditure by $816 million over the forward 
estimates and capital by $2.6 billion over the forward estimates. As we listened to particularly the Minister for 
Transport, there is much more expenditure—particularly in Metronet—yet to come. Some of that may be funded 



Extract from Hansard 
[ASSEMBLY — Tuesday, 7 November 2017] 

 p5505b-5518a 
Mr Terry Redman; Dr Mike Nahan; Mr Vincent Catania; Mr Ben Wyatt; Mr Dean Nalder 

 [10] 

by the commonwealth, but the commonwealth does not fund all the capital works program. It makes sure that the 
states contribute something. The $2.6 billion is the first instalment of the Labor Party’s election commitments and, 
by the way, that is substantially higher than it forecast before the budget. This was all about putting an impost on 
businesses because the government went to the election with a set of promises that could not be met. It has decided 
to meet its election spending commitments and breach its taxing commitments—to spend the money and also tax. 
That is what it has decided to do. My major concern is that if members read the assessments by Standard and 
Poor’s and Moody’s Investors Service, they will see it might be the first sign of many tax increases. The report is 
very interesting. Standard and Poor’s recent assessment of the government tells me two things. I quote — 

A new, center-left, government was elected in March 2017. Its first budget, released in September, indicates 
that the new government will continue to endeavor to constrain spending growth at a very low rate. 

This is important — 

This follows a number of years of concerted effort by the previous government to slow the rate of expense 
growth. 

The government’s inheritance is nowhere near as dire, particularly on the expenditure side, as the members 
opposite bring up. The report goes on to announce two sets of policies that the government put in this budget. It 
states — 

These policies indicate the government’s willingness to improve budgetary performance during the next 
few years. 

That is if they are achieved. It continues — 

We believe the spending targets could be difficult to achieve, especially after a number of years of 
restraint in public sector wage growth and public sector efficiency drives, — 

In other words, the government has inherited four years of substantial, ongoing expenditure reductions and 
efficiency drives in the public sector. Its forward estimates assume, without too much detail, that the process will 
not only be maintained, but that the efficiency drives will continue. As we discussed, the forward estimates show 
no growth in expenditure in all essential services. Funding for health, education, mental health, police, corrective 
services and child protection—you name it—show no growth in expenditure beyond 2017–18; in fact, most show 
declines. How will the government do it? Standard and Poor’s states — 

… the spending targets could be difficult to achieve, especially after a number of years of restraint — 

In other words, has inherited a pretty tight expenditure. It continues — 

in public sector wage growth and public sector efficiency drives, as well as pressure to provide higher 
levels of public services. 

My concern here is that the government’s forward estimates are simply not believable. The pressure for additional, 
improved or sustaining levels of essential services are there. The government was elected to provide those services 
but its forward estimates do not fund them and the difference will have to be made up. My own theory is that the 
government was banking on manna from Canberra in the form of a higher GST payment. I do not know whether 
that will come about. If Mr Shorten is elected, it will not. If he keeps his promise, there would be a one-off transfer 
of about $1.7 billion but that is all earmarked for capital—no recurrent funds. The only way the government can 
get the GST to improve its recurrent side is if the GST distribution is fundamentally reformed and the federal 
Labor Party has committed not to do that. Mr Shorten has said that; Mr Bowen has said that; Mr Albanese has said 
that; and Tim Hammond said that, over and again, so do not expect that to happen.  

If we do not get fundamental reform to GST distribution, we will have a gaping, growing hole in the forward 
estimates. The government will either cut back on essential services or run increasing budget deficits and increase 
debt or taxes. That is what this budget has left us. My concern is that unless something changes—there are no free 
sources of revenue, perhaps other than the GST—this government will increase pressure on taxes. That is my worry. 
I will go back. The government made the claim that revenue was reduced by $5 billion over the forward estimates 
from the time of the Pre-election Financial Projections Statement. We can have a debate; I know the Treasurer likes 
to talk about the X-Files and whatnot, and we can debate whether they are real. From reading the assessments by 
Standard and Poor’s and Moody’s, I think they are more pessimistic about iron ore prices than the budget.  

Mr B.S. Wyatt: They are. 

Dr M.D. NAHAN: They are. I have given up trying to forecast iron ore prices. In opposition, the Treasurer once 
bravely said it should be about in the early fifties. I do not know what it will be; I think even Treasury has given 
up on it.  

Mr B.S. Wyatt: If I said that, I wouldn’t be saying it again.  
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Dr M.D. NAHAN: I know you would not, but the Treasurer did say it; I remember it. Who knows what it will be. 
We just do not know. All we can say is that looking back over the last 10 years, that was an aberration—a beautiful 
aberration—in growth from China. It is hard to see it continuing as though it will go forward forever. Eventually, 
China has to get to a steady state in capital development. Anyway, that debate is for somebody else—not me. 
There is no doubt—I experienced it as Treasurer—that in every budgetary statement, even the midyear review, the 
government has to look at its royalty revenue, GST revenue, or its own-source revenue and have downgrades. It 
is hard to run a government providing essential services on that basis, and it is a real problem. That is why we 
quite rightly talk about the GST. The reality is that the Labor Party went to the election promising a $5 billion 
spend. It is meeting expenditure when it does not have the money to do it. It does not have as much money as it 
expected, so it made a choice to spend the money and increase taxes, raising debt and deficit. That is what it chose 
and that is why we are here to help fund its election commitments. We have talked about increasing the threshold 
and the National Party quite rightly raised it; we very seriously considered doing the same thing. When in 
government and in alliance with the National Party, the Liberal Party increased the threshold three times because, 
as wages increased in the state, the threshold was not keeping up and an increasing proportion of medium and 
small businesses were being captured by the payroll tax. They went from paying zero to 5.5 per cent, which was 
having an impact, particularly in a slowing economy. So we increased the threshold. In the election, we proposed 
to increase the threshold once more. The National Party proposed, with another source of income, to increase the 
threshold a lot. It would be great if we could basically work with the other states to get rid of this bloody tax. 
I cannot think of anything that would more positively affect employment than if we could, but that is wishful 
thinking. We are not going to get there. We would have to replace it with something and to be honest, I would 
prefer the GST. That is for another debate. We are not going to get there, so we are stuck with this tax. We have 
to minimise its impact and there is a consensus here to minimise the impact on small businesses. We had to address 
the question of how best to do it. The treasury bench has to assess it adequately because it can be very costly. We 
would like to see it be permanent. Somewhat reluctantly, both in not opposing this tax and in not supporting the 
National Party’s position, because we actually support it, we take the position that it is up to the government of 
the day to resolve this issue and be accountable for its decision to raise this tax and also for the decision—whether 
it does it or not—of how it treats the threshold for small business. Members opposite are in government. One of 
the lessons I have been told is not to govern from the opposition benches, so it is time for members opposite to be 
accountable. We have had a commitment from the government—from both the Premier and the Treasurer; I have 
taken this one on his word, somewhat reluctantly—that it will look seriously at this and we will look at it in the 
budget context, because we need it.  

One good thing is that Western Australia has had, in general, some of the lowest taxation of any state, particularly 
payroll tax. To my memory, we have never been above the average for payroll tax. We have been at it; but never 
above it. This pushes us to the top of the ranks. I am not sure whether we are at the top, but we are really close to 
it. For a state that has very high average wages but is struggling with employment growth and creation, this is not 
where we want to be—being decried as a high-tax state—but it is where we are. 

Again, the Liberal Party does not support the Pay-roll Tax Assessment Amendment (Debt and Deficit Remediation) 
Bill 2017, but we will not oppose it. We strongly urge the government, as it committed to doing, to increase the 
threshold for small businesses in some means or manner. I would like to see it consider applying indexation, 
through the wage price index, to payroll tax; it would be a good way to make sure it grows with wages, but that is 
for the government to decide. 

We oppose the bill for a number of reasons. Firstly, the government explicitly and repeatedly promised not to do 
it. Secondly, the government’s major promise was to go out there and create jobs. This will destroy jobs. Finally, 
it is not being used as a remedy; it is being used to fund election commitments. More importantly, my concern is 
that if we look at the forward estimates, there is more of this to come. Unless a Liberal–National coalition 
government in Canberra comes up with GST reform, we are going to see more of this in a couple of years. 

MR B.S. WYATT (Victoria Park — Minister for Finance) [7.51 pm] — in reply: Firstly, I thank all members 
for their contributions to the third reading debate on the Pay-roll Tax Assessment Amendment (Debt and Deficit 
Remediation) Bill 2017. It has been an interesting debate, as I guess all debates on revenue bills are. I think there 
is a broad consensus of views, ironically enough, around payroll tax and the desire for threshold lifting, as was 
mentioned by the member for Warren–Blackwood. We had, I think, a useful exchange during consideration in 
detail. As I said, we are probably not all going to agree on whether there is or is not debt and deficit remediation. 
I maintain the government’s position that there is, and no doubt the shadow Treasurer, the Leader of the Opposition 
and probably the member for Warren–Blackwood will continue to tell me that there is not. That is the nature of 
the great debates we have in this chamber. 

I would like to make a couple of points on a couple of different areas. The Leader of the Opposition raised 
a particular issue during consideration in detail and again in his contribution to the third reading debate, which was 
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the question about other states having a conversation around getting rid of payroll tax. I have been to two 
Treasurers’ meetings, which have not been enormously fruitful, I must admit. The first one I turned up to was 
a week after I was sworn in as Treasurer. I do not know whether this is something that has been happening for 
a long time, but Queensland in particular is keen to keep on the agenda the possibility of a percentage of income 
tax being returned to the states. 

Dr M.D. Nahan: Queensland was supporting that? 

Mr B.S. WYATT: Yes, at my first meeting, a week after I was sworn in. Queensland was pushing it and the 
federal Treasurer was not interested in the conversation, but everyone agreed to keep it on the agenda as a floating 
item. We had another conversation around it a couple of weeks ago in Sydney. I discovered, I guess for my own 
learning between the first and second meetings, the perpetual frustration with national partnership agreements, 
whether for education, health or whatever, and the risks they pose to budgets. Ultimately, there are two problems. 
Firstly, the commonwealth government is making decisions around these agreements very, very late, so all the 
states, Labor or Liberal, are frustrated by the lateness of the commonwealth government to engage. It means we 
cannot set our own budgets with any particular confidence. In all budgets, including the one we have just delivered 
and previous ones, this has been identified as a particular risk to the finances. The other issue, of course, are the 
obligations and conditions that the commonwealth government is increasingly seeking to impose on the states—
not just Western Australia—around how we manage our own spend in a particular policy area. Broadly, the states 
are contributing the vast majority of spend in particular areas, but the commonwealth government is saying, 
“Well, we’ll give you a small percentage and then we’ll tell you how you spend the rest of it.” That is not the way, 
regardless of our political stripe, for budgets to be managed. Effectively, the commonwealth government is trying 
to take out of the hands of state governments the ability to manage their budgets. This is particularly problematic in 
WA for education, because demand has been placed by the commonwealth government on the education spend. 
WA has historically had a higher average education spend than most other states in the nation, and the commonwealth 
government effectively wants to penalise us for that. 

Dr M.D. Nahan: Yes. 

Mr B.S. WYATT: The Leader of the Opposition knows the history of this; it has been around for a while. It is 
ludicrous. 

Mr W.R. Marmion interjected. 

Mr B.S. WYATT: That is another thing. I have already been asked by a couple of federal ministers about this 
wonderful program—would I like to fund it?  

These are not insubstantial issues. Although the federal Treasurer is not interested in the conversation, it was raised 
by the Prime Minister, and I think there is something in it that would benefit everybody, including the federal 
Treasurer. I dare say there are 2 000 people across this country whose job is to manage these national partnership 
processes. 

Dr M.D. Nahan: Yes, and they fly everywhere. 

Mr B.S. WYATT: They fly everywhere. It is a big, expensive, inefficient system that we have for these national 
partnerships. I do not think we should have separate income tax regimes in Australia, but if the federal government 
were to agree to still be the collecting point and have one regime, but return 20 per cent, untied, to the states—I do 
not know; we have not done the modelling—and said, “Right, as a result, these dozen national partnership 
agreements are gone and you are now responsible”, I think we would have better budgeting at a state level, better 
budgeting at the federal level and control and clarity, but that conversation has not yet morphed into how we do 
payroll tax. I think, for every state, it is the single biggest own-source tax revenue. I do not know whether back in 
the day when the GST conversation was being held in the late 1990s — 

Dr M.D. Nahan: That never was considered. 

Mr B.S. WYATT: It was never considered as part of that? I did not think it was. I do not know what we have to 
do to — 

Dr M.D. Nahan: It was too large. 

Mr B.S. WYATT: The Leader of the Opposition suggested his preference would be a GST mechanism, but I do not 
know what we would have to do to do it—probably quite dramatically increase it, if we were going to wipe out — 

Dr M.D. Nahan: Treasurer, we got very close about three years ago, when Joe Hockey was there, to actually 
having income tax reform. 

Mr B.S. WYATT: The problem I had, though, was that I think the commonwealth was still looking at state 
regimes, was it not? 
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Dr M.D. Nahan: Never, no. What they were considering was the Canadian model of a piggyback income tax, raised 
by the commonwealth. It was a commonwealth tax, of course, and the commonwealth reduced theirs by three per cent, 
let’s say, and the states put it at three per cent. That was all. You wouldn’t want a state-based income tax. 

Mr B.S. WYATT: No, because everybody, Labor and Liberal state Treasurers, were keen to keep having that 
conversation with the federal government and will continue to do so. 

The impacts of payroll tax on employment and the price of goods et cetera is really the great assumption that is 
built into any model. Much has been made, including by me, of the Chamber of Commerce and Industry of 
Western Australia’s modelling and what it has said about the likely impact of this increase on employment or the 
supply chain into small and medium-sized businesses. I made the point earlier that there are really three options 
for a cost impost such as payroll tax to be dealt with by a business. Obviously, there is passing it through to 
consumers and maintaining their profit margin; reducing their profit margin by effectively lowering their 
dividends; or passing it on through lower wages and lower employment et cetera. It is my view and Treasury’s 
view that because of the size and the finite period, the impacts on either three, regardless of how we assume the 
percentage incidence impact, are going to be insignificant. That is not to demean the frustration that these 
businesses will have in paying this, but to make the point that the economic impact is likely to be small.  

I do not shy away from this: I have said it, and there has been public commentary around the fact that this will 
place Western Australia at the higher end of payroll tax scales. It is not something I am proud of and it is not 
something I want to do as Treasurer. The shadow Treasurer wanted me to confirm this and I did: this expires in 
2023 and does not require legislation for its removal. As we move through the forward estimates and capture that 
year, the revenue forecast will capture that expiry. Importantly, as I said, I am not the person who is going to try 
to work out what the GST revenue is going to be in 2023, but I suspect by then it will be a lot higher than it is now. 
That will effectively offset that revenue reduction when we come back to our normal flat rate of 5.5 per cent. 
Again, I confirm for all members that I take seriously the commitments made by the Premier and me tonight around 
looking at a way to offer some tax cuts or offsets, whether by way of an increase in the threshold—which is 
historically what we have done in Western Australia, and what was attempted to be introduced by amendment by 
the member for Warren–Blackwood—or by other possible mechanisms. As I said, we will be borrowing to fund 
it—“going to do this”—and that in itself can stack up, but we have to make sure that whatever we do, it has the 
biggest economic impact that it can have. We will look at that; Treasury will do that. I thank the Liberal Party, 
which is right; ultimately, Treasury is best placed to do that and we all know that. 

In concluding my remarks, I am surprised that the National Party is opposing the Pay-roll Tax Assessment 
Amendment (Debt and Deficit Remediation) Bill 2017 because its focus is very much large businesses; indeed, 
35 per cent is coming from the mining, oil and gas industry. No, it will not get as much revenue as the National 
Party’s proposed lease rental fee that it took to the election. But I thought the National Party would at least support 
measures that focus on larger businesses in light of the fact that it has been very critical of larger businesses. The 
member for North West Central spent some time talking about tax avoidance and overseas regimes et cetera, which 
this Parliament does not really have a role in because that is for the commonwealth Parliament. The member for 
North West Central outlined his concern with automation; that is, reducing the amount of payroll tax that 
businesses are paying to increase how much they are paying. It is a surprising decision by the National Party, but 
it has made its case and outlined its position. 

In any event, I thank all members for the conversation at the consideration in detail stage. As I said, some of the 
best debates I have been involved in in this chamber have usually been during consideration in detail because 
members generally have a conversation about the bill, but sometimes if the minister is willing, there are broader 
conversations about policy development et cetera and that is certainly where I have learnt a lot over the years. 
I thank all members for their contribution. I thank the Liberal Party for allowing the government to implement an 
important budget measure. I look forward to its passage through this house and ultimately the upper house. 

Division 

Question put and a division taken, the Acting Speaker (Mr S.J. Price) casting his vote with the ayes, with the 
following result — 
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Ayes (42) 

Ms L.L. Baker Mr M. Hughes Dr M.D. Nahan Ms A. Sanderson 
Mr C.J. Barnett Mr W.J. Johnston Mr D.C. Nalder Ms J.J. Shaw 
Mr I.C. Blayney Mr D.J. Kelly Mr K. O’Donnell Mrs J.M.C. Stojkovski 
Dr A.D. Buti Mr A. Krsticevic Mrs L.M. O’Malley Mr C.J. Tallentire 
Mr J.N. Carey Mr S.K. L’Estrange Mr P. Papalia Mr D.A. Templeman 
Mrs R.M.J. Clarke Mr F.M. Logan Mr S.J. Price Mr R.R. Whitby 
Mr R.H. Cook Mr W.R. Marmion Mr D.T. Punch Ms S.E. Winton 
Mr M.J. Folkard Ms S.F. McGurk Mr J.R. Quigley Mr B.S. Wyatt 
Ms E. Hamilton Mr K.J.J. Michel Mrs M.H. Roberts Mr D.R. Michael (Teller) 
Mrs L.M. Harvey Mr S.A. Millman Ms C.M. Rowe  
Mr T.J. Healy Mr Y. Mubarakai Ms R. Saffioti  
 

Noes (4) 

Ms M.J. Davies Mr D.T. Redman Mr P.J. Rundle Mr R.S. Love (Teller) 

            

Pair 

Mr M. McGowan Mr V.A. Catania 

Question thus passed. 

Bill read a third time and transmitted to the Council. 
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