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DUTIES LEGISLATION AMENDMENT BILL 2013 
Second Reading 

Resumed from an earlier stage of the sitting. 

MR W.J. JOHNSTON (Cannington) [2.53 pm]: Before I was so rudely interrupted, I was drawing the 
attention of the house to the fact — 

Mr R.H. Cook interjected. 

Mr W.J. JOHNSTON: It is always the way. I imagine people will start drifting off very quickly, member for 
Kwinana! 
Ms R. Saffioti: In 13 minutes. 
Mr W.J. JOHNSTON: In 13 minutes they will leave! 

I was making the point that of course it is reasonable for all governments to raise taxation revenue. The member 
for Southern River is right—a government needs the resources available to it to do the things that it needs to do. 
The point I was making to the house was that that is the contradiction for the Liberal Party because the Liberal 
Party went to the election saying something else. Before the election, the Liberal Party was in favour of low 
taxes but after the election it was in favour of higher taxes. Before the election, it was in favour of small 
government but after the election it was in favour of large government. That is because in this state we have tax-
and-spend Liberals. They have no other way of dealing with the issues that confront the state other than to raise 
taxes. They cannot use commonsense or effective management. They cannot do either of those things. All they 
can do is raise taxes and run back to small business and others. 

I was also making the point that the Labor Party has a different approach. Of course all governments must tax, 
but we are saying that this is the wrong way to do it. When we were in government, we were able to get our 
budget into the position whereby we were able to eliminate this tax but now for the second time the Liberal Party 
has told the people of Western Australia, having not told them before the election, that the government wants 
this unfair tax to continue.  

I need to address something that has been said here by Liberal members on a number of occasions. They claim 
that this is not a broken promise because they did not specifically say at the time of the election that they would 
not do this. Because they did not specifically say they would not do this, they therefore claim it is not a broken 
promise. I imagine that there are a range of issues that they did not say they were specifically going to do, but 
given that the Liberal Party had passed legislation through this chamber and the other chamber to have this tax 
removed, it was a fair bet that most people in the community thought that is what the Liberal Party was going to 
do. Otherwise, why would the government have passed legislation through the house and into law if the 
government had no intention of honouring that commitment? It does not make a vague skerrick of commonsense 
to present that argument. It is illogical and cannot possibly be right. Alternatively, when the Treasurer debated 
taxation policy with the shadow Treasurer, the member for Victoria Park, at the Business News breakfast, why 
did he not raise it at all in that debate? The Treasurer used that breakfast as an opportunity to announce a pitiful 
little rebate on payroll tax but did not think to mention that he was going to increase taxes two and a half times 
greater than the tax cut that he was offering at that breakfast. It does not make commonsense if that is the 
approach the government was going to take. I suppose it is consistent with the government’s behaviour since the 
election. As the Premier has said on a number of occasions, it does not matter what the Liberal Party promised or 
what mandate it sought at the time of the election, because the government has a large majority and it can do 
whatever it damn well pleases. 

Mr C.J. Barnett: When have I ever said that? 

Mr W.J. JOHNSTON: On a number of occasions in this chamber. 

Mr C.J. Barnett: Quote me—just once. 

Mr W.J. JOHNSTON: The Premier said that he was not bound by things and that it was the vibe of the election 
that was important, not the specific promises he made. 

Mr C.J. Barnett: You cannot just make things up and say they are true. 

Mr W.J. JOHNSTON: That is what the Premier said on a number of occasions. 

Mr C.J. Barnett: Show me where it is in Hansard. 

Mr W.J. JOHNSTON: I will; I am happy to do that outside the chamber. Not a problem at all. It was done, for 
example, during question time in the second week of Parliament. The Premier said that it was the vibe that was 
important and not the specific promises. I cannot remember the exact words, but it was something like, “People 
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weigh up the perspective they get from the entire campaign from each party and they vote on that.” Actually, 
Premier, people vote on the commitments that are made. 

Mr P.C. Tinley: That’s how you get a mandate. 

Mr W.J. JOHNSTON: The member for Willagee quite correctly says that is how the government gets a 
mandate. The problem is that when you lie, as the Liberal Party did at the time of the 2013 election, on the 
question of — 

Mr C.J. Barnett: Are you going to let him get away with that? 

The ACTING SPEAKER (Ms J.M. Freeman): Member, just be careful about what you are saying. 

Mr W.J. JOHNSTON: I need not reflect on any member of this chamber; I was talking about the Liberal 
Party’s lie. The Liberal Party clearly lied to the people of this state because it said that it intended to cut taxes 
when in fact its members have come into this chamber and increased taxes. I would like to quote the Premier 
from 2001 when he said it was either a big lie or a broken promise, and that is what we have here. The Liberal 
Party’s commitments at the time of the 2013 election were either a lie or a broken promise. I do not mind, 
Premier, whichever one it was.  

The ACTING SPEAKER: I caution the member about using that word. I am advised that he cannot use that 
language in this house and cannot quote people who use that language in this house.  

Mr W.J. JOHNSTON: I was quoting the Premier’s terminology in the chamber in 2001 in respect of 
Geoff Gallop. All I was doing was using the exact word. I have read the quote into Hansard in the past, so I was 
not aware that I was not allowed to quote the Premier. That is fair enough. I am not trying to canvass the matter; 
I am only trying to explain why I got into that position.  

The ACTING SPEAKER: Absolutely.  

Mr W.J. JOHNSTON: I am happy to move on.  

The next matter to consider is the question the member for Southern River has raised. Again, because the 
Hansard is not published I have to rely on my own notes. He asked, “Which current program would you like to 
cut to make way for your suggested program?” That is the whole point. When I read what the member for 
Riverton wrote when he did not have to take responsibility, that is the point he kept making. When I read the 
words of the Treasurer when he was in opposition, and when he was “Mr Less with less”, that is what he said 
governments had to do. I will not go over the points made by the shadow Treasurer, but he reminded the 
chamber of the Treasurer’s words about the cap on real recurrent growth. That is what they said had to be done, 
but when they got here that is not what they did. It is the same with all these Liberal backbenchers who talk 
about the need to cut taxes, yet they come to this chamber to increase them.  

I will make this point before I move onto the next couple of issues: if members think this is not a tax increase, 
then do not have this legislation. If members opposite are saying that everything is fine and it is not a tax 
increase, do not vote in favour of this legislation. If that is your view, do not change anything. Members opposite 
need to change things only if they think it is a tax increase. If members opposite do not think it is a tax increase, 
then do not vote in favour of the legislation.  

In debate in this place on 12 June 2007, the Treasurer stated — 

We also need to make sure that one of the legacies of the boom is a competitive state-based taxation 
regime. Sure, at the moment it is not a significant issue, but things change, and it may well be that the 
fact that we have an uncompetitive taxation regime becomes an issue down the track that impacts on 
our capacity to attract business and economic activity to this state.  

All the taxation rates inherited by the Liberal government in September 2008 are completely unchanged. It has 
not varied one rate of taxation since it came to government. If we take the Treasurer at his word, clearly this is a 
failed government, because the Treasurer says that the boom is now fading and we are confronted by all these 
financial pressures that are leading to new budget cuts that were not announced before the election. The 
government has shown an inability to deliver on promises such as the Metro Area Express and the airport rail 
line, and a $527 million tax increase that was not foreshadowed or explained before the election. Given those 
facts, where is the tax reform this Treasurer talked about in opposition? This Treasurer said that these things 
needed to be done and yet he has done nothing.  

The Treasurer went on to quote from the tax review chaired by Johnathan Ilbery, which states— 

This has led to frustration in the Committee, reflective of the general community frustration, of there 
being no substantive agenda for vision reform.  
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The Treasurer then explained why the former Treasurer, Hon Eric Ripper, former member for Belmont, was 
failing in tax reform. I make the point: after five years the Liberal government has not varied a single rate of 
taxation in this state. When in opposition, the Liberal Party said the Labor government was failing because it did 
not address tax reform. Five years later, there has been no tax reform; no change. In fact, the government has 
endorsed the work of Hon Eric Ripper. It has said that his work was great, because for five years it has done 
nothing to change it.  

I conclude now by making a point about the member for Riverton. I do not agree with the members for 
Armadale, Victoria Park and West Swan. The truth is that the member for Riverton was talking rubbish before 
he got here. Now he is talking the practicalities of government. It is the same with the Treasurer. He was happy 
to bang on about tax reform when he had no capacity to do anything about it, but there has been no rate change 
after five years in government. The Liberal Party has to come to terms with that. The Liberal Party should get a 
mirror and have a good look, because it cannot continue doing what it has been doing. Those inaugural speeches, 
with hands on their hearts, were meaningless. The words of the member for Riverton outside the chamber were 
meaningless. The Treasurer, when in opposition, uttered meaningless words. When they got into government 
they confronted the reality. They are doing the wrong thing and the opposition will vote against the bill because 
it is wrong. The Liberal Party should buy itself a mirror and look into it because that is where it will find tax 
reform.  

MS L.L. BAKER (Maylands) [3.06 pm]: I, too, have concerns about the Duties Legislation Amendment Bill 
2013, coming from a number of different directions. Firstly, from experience in my electorate, which has many 
small businesses located in Bayswater and in and around the Maylands precinct. My electorate has a lot of 
service industries—information and communications technology, finance, insurance, construction, technical 
services, real estate and other service-based businesses—which function on intellectual property and spend a lot 
of energy building goodwill with their customers. I see a direct negative consequence of the delay in passing tax 
relief on to small businesses. Of the 212 000 businesses in WA, 95 per cent are classified as small businesses, 
and within that number 21 per cent are micro-enterprises that employ one to four staff. An even smaller category 
are non-employing consultants, which make up 63 per cent of that 95 per cent. All of those types of businesses 
rely on intellectual property and the goodwill they have built up, and they are going to suffer by not being able to 
take advantage of the tax cuts which were promised a long time ago.  

The member for West Swan gave a very detailed account of the first time the former Leader of the Opposition 
Eric Ripper mooted this tax relief. WA’s transfer of duty tax, which is paid when transferring non-real business 
assets such as intellectual property, was due to be scrapped by a Labor government some years ago. Promises 
were made by this government in 2010 that that would occur, but we now find that the $527 million worth of tax 
cuts that were to be applied to small businesses, some of them in my electorate, will not happen. In fact, they are 
going to be deferred. That is by anyone’s definition of the word tax, a very bad thing for businesses in all 
electorates. 

It certainly follows true to the other promises that have been made to small businesses. I was looking on the 
website for the Central Eastern Business Association’s activities, which is a networking group in my community 
that works across the Bayswater, Maylands and Morley retailers. It has been in existence for a very long time. I 
was checking the association’s website to see what its comments were, but instead of comments specifically 
about this deferment of a tax relief, I found “The Liberals’ Small Business Policy”. I looked through the policy 
and noticed that it states — 

The Liberal Party recognises that the success of small business is crucial to the economic and social 
well-being of all Western Australians. While the resources sector might be the engine of the economy, 
small business is its heart and soul, creating job opportunities for people in their local communities.  

Surely deferring tax relief cuts out the soul and heart of our local communities. We know that conservative 
governments historically tend to talk a lot about reducing red tape. I think one of the first things that this 
government did when it came to office back in 2008 was pull together the red tape review.  

Ms R. Saffioti: How did that go?  

Ms L.L. BAKER: Good question, member. I know one of the 200 recommendations was implemented—that is, 
the appointment of a Small Business Commissioner. We are not quite sure how that activity has gone yet. That is 
not necessarily the government’s fault because I do not think the commissioner has released his report into his 
activities yet. We are yet to see how effective the Small Business Commissioner has been in doing his job. One 
can only hope that there is some relief for small businesses in that. I, probably much like everyone else in this 
house, am completely ignorant about where the other 199 recommendations have gone. I suspect that they have 
gone down the red tape drain along with many other Barnett government’s promises.  
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Members may also remember that the Liberal’s policy was to deliver $250 million in payroll tax relief to 
business. I am a bit confused. Originally that commitment was made in the first term of the Liberal–National 
government. My understanding is that $100 million was — 

Mr C.J. Barnett: Twice that.  

Ms L.L. BAKER: That is not the figure that I have been given. An amount of $100 million was delivered, but 
the balance of that has been deferred and we are not clear about when that will happen. I see the first dot point 
under “The Liberals have a strong record in government” states — 

• $250 million in payroll tax relief to business; including: 

o $100 million rebate … 

And a further $150 million. It does not state when that will happen. In light of the government’s record in 
breaking promises, I would be interested to know when my small businesses can expect further payroll tax relief 
to occur. There is no commitment anywhere I can see in the government’s policy documents about when that 
will happen.  

I have already spoken about the second dot point, which refers to the Small Business Commissioner. I have 
already commented that we do not know how effective that is yet. I look forward with great interest to see how 
many businesses the commissioner has been able to help resolve disputes without further cost. I am interested to 
see what the return on that investment is to small business.  

The Commercial Tenancy (Retail Shops) Agreements Act was discussed in this house during the last term of 
government. The five-year minimum leases certainly increase security of tenure, but I dispute the claim that 
there is a fairer bargaining position. I thought that rested on the notion that we needed a register of tenant 
agreements so that a tenant in a large shopping complex knows what other tenants are being charged for a square 
metre, instead of the situation as it exists. The Liberal government goes on to boast that it has — 

… reduced the burden of excessive red tape on small business … 

As I have said, out of 200 recommendations, one was implemented and we are yet to see the impact of that on 
saving small business money, and, again, the payroll tax that I hear so much about is yet to be delivered.  

There is no doubt in my mind that here we are seeing a step backward for small business in Western Australia. In 
some respects it does not surprise me that it is happening, because like many members here, I have watched this 
government turn its back and walk away from nearly all the promises that were made to my constituents in 
Maylands and across the state before the 9 March election. Members have heard my colleague the member for 
Mandurah speak about the now infamous mosquito folly. The buzz is that this government was going to fund 
this. I have in black and white the media release that went out under the Deputy Premier’s name. I think it has 
been tabled in this place. He claimed that the Liberal government would deliver $1 million a year over four years 
to abolish mosquitoes in the Maylands electorate. That statement is ridiculous on a number of levels. Firstly, 
there is no way that Maylands will get $1 million a year. Secondly, even if it did, the government could not stop 
the mosquitoes. It is not possible unless there is some sort of magic that the Liberal–National government 
intends to pull out of its bag of tricks to eradicate an entire species. I know the City of Bayswater continues to 
approach the minister.  

Mr D.A. Templeman: Did someone say mozzies?  

Ms L.L. BAKER: There is a buzz about this! I know that the minister is meeting with the City of Bayswater’s 
mayor fairly soon after a series of letters were written between the City of Bayswater’s mayor and the minister. 
Letters also came from my office. It seems that we have all been met with the same comment, “I’m sorry; we 
didn’t mean that. You didn’t read the fine print.” It is pretty plain that is a pretty heavy flyspray in anyone’s 
imagination when the lead line states that Maylands residents can look forward to a Liberal government giving 
them $1 million a year for four years. 

It is pretty clear to me that that was the intent and if at no time did the Deputy Premier, the Minister for Health, 
not mean to keep that promise, he should not have let the candidates publicise what amounts to complete 
untruths. It is misleading the public. I know I am not the only member who experienced those kinds of 
deceptions during the campaign. I was interested to hear that the federal Minister for Education was told that he 
cannot campaign on the Gonski report in schools. I agree that that is not an appropriate thing to do, but not in my 
electorate! My goodness; the Liberal candidate was in several of my schools telling complete mistruths about his 
presence on those campuses. Letters were written and schools made formal complaints about his presence when 
he deliberately misled the principals about what he was doing on the school premises.  

There are some other broken promises and misdirections of truth. I know that there have been promises for 
railways, roads and public transport. There have certainly been promises for car parking bays in my electorate 
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and for improvements to train lines and train services, none of which will be fulfilled. That to me underwrites the 
dishonesty that we are facing in this place today when we talk about our new Liberal government. There is great 
dishonesty in the Treasurer further delaying the abolishment of this transfer tax. It is a very sad continuation of 
the Liberal government walking away—not just walking away from the people who are most vulnerable and 
poorest in our community, but walking away from promised tax cuts to small businesses in our community. 
Surely, if ever there was a constituency or an interest group who should be supported by a conservative 
government in any state of Australia it would be the small business sector. People would hope they could look 
forward to support from members of the Liberal government. Instead, they are getting nowhere near the 
$250 million payroll tax cuts they were promised six years ago. They are now facing a gap or a deferment with 
no date of when this might happen in abolishing another tax.  

It does not matter how the government dresses it up. It is still a tax. A tax is a tax is a tax. This is a tax that is not 
being withdrawn as promised. I think it is time that my community and all communities in Western Australia 
realised that we are living under a government that does not keep its promises. It is a government that thinks it is 
okay to go into an election making grand claims about what can be done; it makes unsubstantiated promises but 
does not come forward with costing, and makes promises that are clearly unable to be kept. Then, once the 
election is over and everybody is back in their seats in the house looking for accountability and for the 
government to make good on its promises, there is nothing. There is nothing!  

I can see that the member for Swan Hill is smiling, because I am sure he dearly remembers the Ellenbrook 
railway line that was promised in the first term of government, but never eventuated. He is not alone. A lot more 
railway lines were promised that will not be delivered in this sitting either. I conclude by saying that I am very, 
very disappointed that this government refuses to support small business by abolishing this tax, but given the 
record of broken promises that we now see from this government and the Premier of this state, I am not 
surprised.  

DR M.D. NAHAN (Riverton — Minister for Finance) [3.22 pm] — in reply: I want to thank everybody for 
their comments over the last day or so. Some have been entertaining; some have been informative; some have 
been otherwise. I would like to go through and answer queries that were raised by members, address some of the 
inconsistencies or inaccuracies that have been put forward and explain what we are doing and, of course, why. 
As other members have stated, we are putting forward an amendment bill that eliminates the removal of a tax 
scheduled for 1 July 2013—that is, the stamp duty on non-real business property. The tax is one of our oldest 
taxes in the state; it has been around forever. It has a long history, as the member for Gosnells started to explore. 
It goes way back to ancient times when the only thing a government could tax was stamps on documents. 
Western Australia has had a whole bevy of those stamps; some have been removed, some still exist. As it stands 
now, unless the Duties Legislation Amendment Bill is passed, the tax will expire on 1 July 2013. If the bill is 
passed after 1 July 2013, there are clauses in the bill that allow the moneys to be collected that have been 
committed before royal assent is given.  

The tax is on non-real assets. Other people have said what those are—goodwill of businesses; business licences; 
intellectual property of various types; business contracts to supply goods of value; rent rolls and client lists, 
which are very important for professionals; and, business identities such as business names. I just want to clarify 
a few things. The tax also applies to big business; it does not discriminate. It is a very volatile tax that goes up 
and down. It is very difficult to find out how much is paid by small businesses and how much is paid by large 
businesses, but I have a hunch that at least in this state most of it is paid by big business because it dominates in 
terms of the value of intellectual property and goodwill and whatnot. Therefore, coming down to what is a 
definition of a small business and a big business, it varies for both. There are concessions in the bill that have 
been around for some 20 to 30 years—that is, any tax liability less than $200 000 has a concessional rate of tax. I 
readily admit that those concessions are very old and do not apply to a great deal of activity.  

The bill not only looks at goodwill and intellectual property, but also applies to a range of non-real assets. It does 
not just apply to IT or anything. The member for Gosnells argued the case that the bill does not apply to 
renewable resources and firms, but it sure does. A lot of businesses in the non-renewable industries—mining, 
fishing and agriculture—have goodwill, brand names and licences that are taxed under this. Therefore, it goes 
more widely than that.  

The debate about this tax goes back many years, to some 15 years ago, but the question really is: why are we 
doing this? We heard people opposite argue many cases about there being no need—or the implication was that 
there is no need. The truth of the matter is that over the past few years the GST payments to the state of Western 
Australia have declined sharply. Sometimes that decline was predictable; sometimes it was greater than was 
predicted. But the simple fact of the case is that between 2007–08—I take that date because that was when the 
elimination of the tax was first proposed by the then Treasurer, the former member for Belmont—and 2015–16, 
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the end of the forward estimates, the real value of GST revenue to the state of Western Australia will have 
declined by 85 per cent in real time. That is a large decrease.  

More importantly, what happened in the past is not that relevant; what is relevant is what happens in the future. 
As a result of the last commonwealth budget, there is a very large predicted forecast decline in GST revenue to 
Western Australia. If members were to compare the GST revenue forecast from the midyear review that came 
out in December 2012 with what the commonwealth budget indicates GST payments will be to the state of 
Western Australia, they would see a $1.2 billion decline over the next four years. That is, the GST payments are 
declining by $300 million a year as a result of the commonwealth’s budget decisions. Therefore, there is a very 
large hole in our revenue flows—$300 million a year on average. Also, the GST payments have come down in 
part because as a state we have received large inflows of royalty revenues, particularly from iron ore. Overall, 
royalties, largely due to iron ore, represent nearly 20 per cent of our total own-source revenue, which is large. 
Anybody who remotely watches the iron ore market knows that it is rather volatile. Indeed, many of us can 
remember November last year when it dropped to the 80s. It then jumped back up to $150 a tonne. Last night I 
think it was down at about $113; therefore, it is an extremely volatile market. More importantly, its value is 
traded in US dollars, so we have to do the US dollar exchange rate. The higher the exchange rate, the worse off 
we are; the lower the exchange rate, the better off we are. There is a conflation of the two and it is very 
predictable. The bottom line is that our revenue flows in this state, particularly because they are dependent on 
royalty income, are highly volatile and, to be honest, uncertain. We have a $1.2 billion dropout on our GST 
revenue. We have greater reliance on a highly volatile source of revenue from iron ore. We also have, as other 
members have indicated, large increases in demand for services. For the first time in decades we are seeing 
substantial growth in attendance at primary and secondary public schools. It is one of our biggest achievements. 
For over a decade the public school system experienced a decline in its market share of kids in schools. That is 
being reversed. We also have very rapid growth in expenditure across a range of areas from health and education 
through to corrective services. We have a very difficult budget position to address. One way to address that, 
particularly given the $1.2 billion fall in predicted GST payments, is to take away the scheduled elimination of 
stamp duty on non-real business assets. It is a tax increase. I am not going to argue otherwise. I am not going to 
pretend it is; I am not going to stand to defend this type of tax. I go to my previous statements that other people 
have read with blinkers on and did not understand what was said: one of the most important issues we are 
committed to—Labor governments have historically failed to understand this, and I think the member for 
Southern River enunciated this—is that if we go out and spend, particularly in recurrent revenue, we need to first 
raise the money.  

Mr P. Papalia: I started listening to you for a second; sorry!  

Dr M.D. NAHAN: I do not care whether the member listens or not, it does not matter. But that is the 
philosophy. I have been consistent with that all through my career. Yes, we would rather have lower taxes but if 
we undertake expenditure on whatever, on recurrent purposes, raise the money.  

Mr P. Papalia: How about raising the money for a train station?  

Dr M.D. NAHAN: A train station is a capital item, not a recurrent one.  

Mr P. Papalia: What about the tram line?  

Ms R. Saffioti: You guys have delivered more operating debt assets than we have.  

Dr M.D. NAHAN: Oh, really!  

Ms R. Saffioti: Yes. 

Dr M.D. NAHAN: I have been around long enough to know what Labor governments do. If that is not done, 
one gets into problems like Kirner did in Victoria. She enunciated and carried out what members opposite are 
suggesting we do; that is, confronted with very large growth in expenditure and confronted with large declines in 
ordinary tax revenue, she did not fill the gap and raise revenue. They just ran recurrent budget deficits year after 
year.  

Mr P. Papalia: You’re talking about Victoria!  

Dr M.D. NAHAN: Let me get to WA; I will get there.  

Year after year, the Victorian government ran up very high levels of debt that was unproductive. It was used for 
recurrent purposes, pushed it onto future generations and led — 

Ms R. Saffioti: That is Richard Court.  

Dr M.D. NAHAN: No. Let me get there. 

Mr P. Papalia: How does that sandwich taste at the moment?  
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The ACTING SPEAKER (Ms L.L. Baker): Members, let the minister speak, please.  

Dr M.D. NAHAN: They debauched the state’s finances. Eventually 45 000 people had to be laid off from the 
public sector. Let us fast forward more recently to Queensland. Beattie and Bligh did the same thing. They had a 
very large budget surplus when they came to government. They had some revenue problems. They allowed 
expenditure to go rapidly. Instead of doing what we did, being accountable and raising taxes to fill our 
expenditure, they let the deficit rip. They turned a $20 billion net debt surplus into an $80 billion deficit, with a 
huge ongoing budget deficit. What has happened? Campbell Newman has had to come in to fix the mess, and lay 
off, I heard, 25 000 people.  

Ms R. Saffioti: What was the surplus in our last year?  

Dr M.D. NAHAN: Let us go back. No government in WA has been quite as bad as Kirner, Bligh and Beattie, 
but in the early part of the 1990s, led to a great extent by WA Inc, the Labor governments of Dowding and 
Lawrence did the same thing.  

Ms R. Saffioti: What did Richard Court do? How many deficits did he produce?  

Dr M.D. NAHAN: They ran up very large deficits without raising the taxes. They wanted to go out and give 
people the impression that we do not have to raise money, it is on the till. What happened? They lost. 
Richard Court came in and undertook a great deal of reform. This had a positive impact on Labor because the 
leader at the time, Gallop, and one of his deputies, Ripper, learned the lessons. They have enunciated this 
repeatedly. Members opposite probably have not been around long enough: Ripper and Gallop enunciated 
repeatedly that they learned the lessons and, when in government under Carmen Lawrence, were fiscally 
responsible. They did that. The member for Belmont reiterated that in this house many times. Mr Ripper is not 
here anymore. When they came into government, I think to a large extent because of Ripper, and also, I might 
add, because of windfall revenues from the GST plus conveyancing fees, they ran large budget surpluses.  

Ms R. Saffioti: How many deficits did Richard Court bring in? You cannot give that answer because you know 
he brought in five deficits out of eight years, including four deficits in a row.  

Dr M.D. NAHAN: When coming to government, a very large deficit cannot be turned around in a year.  

Ms R. Saffioti: Five out of eight Richard Court did.  

The ACTING SPEAKER: Members, I need to be clear: if the minister on his feet wants to take interjections, he 
can of course accept them, but if he does not want to take them, he needs to let me know.  

Dr M.D. NAHAN: We are going out in a very transparent and accountable way to say that this tax was 
scheduled to release —  

Mr B.S. Wyatt: It just wasn’t mentioned before the election!  

Dr M.D. NAHAN: We are going to be accountable. We increased this tax. We have done away with the 
expiration of this tax. We are doing it because of a fall in GST revenue and uncertainty about other sources and 
expenditure. Going forward, we will no doubt come forward with expenditure reforms. I expect members 
opposite to support them. We will come out with expenditure reforms. Given what members opposite have said 
over the past day or so, I expect they will support that. I might add, I have sat here for five years and I have 
never heard a single member opposite suggest, let alone argue for, anything but increases in expenditure.  

Several members interjected. 

Dr M.D. NAHAN: Every aspect is higher. Every time they stand, whether talking about an individual electorate 
or any other issue, it is more and more and more.  

Several members interjected. 

The ACTING SPEAKER: Members, I will call you to order if you do not stop interjecting on the member on 
his feet. He has not asked me to interfere, but, notwithstanding that, I think you should be quiet.  

Dr M.D. NAHAN: I might add that every time we have an efficiency dividend, members opposite decry the 
effect of that, even though the efficiency dividend—about one or two per cent—is imposed on top of a very large 
increase in overall expenditure. Therefore sitting back here and listening to Labor pump its chest on tax increases 
or against them, or on expenditure, is hypocritical indeed. I might add that the member for Armadale mentioned 
a person that he is obviously fearful of in Milton Friedman. Milton Friedman did have a very interesting 
philosophy—one that I did not share actually—which was that the only way to cut the expenditure of 
government was to sharply and immediately reduce taxes and run up very large deficits, leading to a catharsis in 
government. He wrote that up, and Ronald Reagan followed it all those years ago. I never agreed with it and 
have never argued for it; in fact, I have always argued more the balanced budget argument. I have been 
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consistent on that for 30 years, but, unfortunately, when people opposite read what I have written, they do so 
with blinkers in front, not just on the side.  

Let us go back through some GST history because it is relevant. This tax first evolved in the debate around GST. 
GST started being debated again in 1998 and 1999, and it was first proposed to the state governments in 1999 by 
the Howard government. The Howard government proposed the elimination of a raft of state taxes. I encourage 
people, on this side at least, to go to a very interesting document entitled “Overview of State Taxes and Royalties 
2012–13”, put out by Treasury, appendix 2 of which has a good history of the evolution of state taxes under the 
GST agreement. It is very interesting. A number of people opposite have said stated quite categorically that this 
tax was supposed to be eliminated by the GST; it never was.  

Point of Order 
Ms R. SAFFIOTI: The minister is just contradicting what he said in his second reading speech, where he said 
that WA undertook to abolish this tax. 

The ACTING SPEAKER (Ms L.L. Baker): Member, I do not actually think that that is a point of order. 
Unless you can point to the standing order, I do not think it is quite a point of order. 

Ms R. SAFFIOTI: I will try to find a standing order.  

The ACTING SPEAKER: Please recommence, minister. 

Debate Resumed 

Dr M.D. NAHAN: Good try.  

As this document points out, there was a discussion between the states, territories and commonwealth on 
9 April 1999 about the raft of taxes to be eliminated. That was on top of wholesale sales tax, and it was going to 
rectify some state taxes that had expired, and taxes on alcohol and tobacco. However, when the GST package 
went through the commonwealth Parliament, the Democrats made some changes to it that included the 
elimination of tax on food and some compensation mechanisms, and when it came out and was signed by the 
state Premiers, including Richard Court, and territory chief ministers, the agreement did not include this tax.  

Mr B.S. Wyatt: Why did you say in your second reading speech that you had to abolish it? 

Ms R. Saffioti: You’re contradicting your own speech!  

Dr M.D. NAHAN: There were a number of other taxes abolished. 

Mr B.S. Wyatt: No, you said this one. I am reading your second reading speech now; do you want me to read it 
to you? It reads — 

Western Australia previously undertook to abolish this duty from 1 July 2010, as part of the GST 
agreement between the commonwealth and all states and territories. 

Dr M.D. NAHAN: What duty? 

Ms R. Saffioti: This duty! 

Dr M.D. NAHAN: “This duty”—read out what it is referring to.  

Ms R. Saffioti: The “transfer duty on non-real business assets”. 

Mr B.S. Wyatt: Yes. That is the second reading speech we are debating right now; that is your second reading 
speech.  

Dr M.D. NAHAN: Well, it did; I was wrong. In the first agreement it was there, but in the final agreement it was 
not released.  

Ms R. Saffioti: It was!  

Dr M.D. NAHAN: No, it was not! 

Ms R. Saffioti: It was there in the commonwealth budget papers and the state budget papers at the time, and in 
your second reading speech. I don’t care about that document; go to the relevant documents at the time and your 
second reading speech. Deal with the facts! 

Dr M.D. NAHAN: I am dealing with the facts!  

Ms R. Saffioti: No. You don’t know the facts; you just make it up! 

Dr M.D. NAHAN: The fact is that the revised GST agreement included bed tax, financial institutions duty, 
stamp duty on market securities, death tax—and that is it. It did not include this tax. 
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Ms R. Saffioti: Yes, it did. Go to the intergovernmental agreement on the website.  

Dr M.D. NAHAN: It did not include this tax. This tax came up again in 2005, when the commonwealth and 
Premiers met to discuss the elimination of other taxes that were not included in the agreement. That is when it 
came out. At the time, the government of the day decided it was going to determine its own agenda and 
undertook a series of tax reforms that I understand the member for Mirrabooka and the member for Maylands 
were involved in and advised the government on. That is when a range of taxes were considered for elimination, 
and it was decided not to eliminate this tax right away but to eliminate a number of the other stamp duties at that 
time. The government of the day then chose to announce that it was going to eliminate this tax—the stamp duty 
on non-real business transactions—on 1 July 2010. I might add that at the time it made that decision in 2007–08, 
the government of the day was looking at recurrent budget surpluses totalling $5 billion over the next four years; 
it was looking at very large revenue flows. The government announced that the elimination would take place 
after the election, but it had a large amount of revenue. It undertook a reform. It chose to control its own domain 
of what taxes it levied and what it did not, and it announced its excision on 1 July 2010. Then, as other people 
have highlighted, we came into government, and in 2009, I believe, decided, because of the global financial 
crisis that we were going to postpone that to 2013. The global financial crisis affected revenue in not only 
Western Australia, but also every state and territory and the commonwealth. Most other states did the same 
thing. We, therefore, postponed the excision or evolution of this tax for another three years. As time has gone by, 
the other states of New South Wales, Queensland and South Australia and the Northern Territory have also 
announced that they will not allow the tax to expire on 1 July 2013, but will continue to levy it for similar 
reasons we have—which is not surprising. I would argue that it is fully consistent, particularly in each of the 
states. Victoria, by the way, I do not believe—I cannot find the records of it—ever levied this tax. 

We are responding in this case to a real issue, not a make-believe one. On the basis of the latest data provided in 
the commonwealth budget, compared with what we forecast from the last Commonwealth Grants Commission 
estimate, we will experience a $1.2 billion shortfall in our GST payments over the next four years. We also have 
a great deal of uncertainty in our iron ore royalties, and large expenditure requirements. Therefore, we are 
publicly and transparently making the decision to stop the expiration of a tax, and we will be held accountable 
for it. We are doing it transparently, and we will be held accountable for our actions. That is exactly what we 
should do when confronted with changes in the circumstances of tax and revenue, consistent with the policy to 
make sure that, at least in recurrent purposes, we cover expenditure with revenue. That is what we are doing. 
That is the right thing to do. 

I have a couple of other things to say to avoid confusion. The stamp duty on business assets comes, as I 
understand it, in two parts—one is non-real assets, and the other is real assets. The one we are discussing today is 
the stamp duty on non-real assets. The tax stamp duty on real assets was included in the debate of the GST all 
those years ago, but no state or territory ever agreed to eliminate it. The previous Labor government, when the 
former member for Belmont was Treasurer, never agreed to eliminate it, and it still exists. Business out there 
right now has two parts—it has the tax applied to certain types of non-real assets, but it also has it applied to land 
and chattels. So, even if this tax were to be eliminated on 1 July 2013, there would still be a stamp duty 
remaining on businesses.  

Another issue that been raised repeatedly related to the whole GST debate. It is very interesting. I was very 
active in that debate, and I was strongly for the implementation of the GST and the rationale behind it. We had 
debates with other people who took the Milton Friedman line that the best tax is a bad tax, under the idea that it 
extracts a lot of pain for those paying it and inhibits government from raising revenue and therefore spending it. 
But I do not agree with that. I believe that we can have an efficient tax system. We heard a large number of 
people on the other side rabbit on about my saying that no tax is a good tax. That is not true. I recognise that 
governments undertake essential services, need revenue, and therefore must have tax revenue. The argument is: 
what is the optimal tax rate and what are the optimal types of tax? Before that change came in, the indirect tax 
base of Australia was a mess. We had the wholesale sales tax. A whole range of taxes imposed on cigarettes and 
fuel, and alcohol, I believe, had been excised because of a High Court ruling; that is, we had franchise fees that 
were ruled unconstitutional, and the commonwealth had interim arrangements that it would put a tax on those 
and would pay money to the state, and that whole arrangement was very much up in the air. Then a whole range 
of stamp duties that we imposed were expiring. We had stamp duties on cheques that used to raise a large 
amount of money, but people were getting out of the writing of cheques. Another one which raised a lot of 
money in the past and which was declining was stamp duties on share transactions. Back in the day, each state 
had its own bourse where shares were traded. Those were declining, and concentrated in Sydney. So, the revenue 
available on those was declining. 

We looked up. We had an inefficient indirect tax base. We had a whole range of threats to the existing indirect 
tax base of the state, and we had a commonwealth government that had toyed with but was now willing to look 
at reform of the indirect tax system. Logically, the question was: how do we do that? The only option was a 
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GST, and the GST was, of course, a commonwealth tax, necessarily so. The trade-off was: do we go for an 
efficient tax system—a GST—and eliminate some of the other national or state indirect taxes, or do we keep the 
status quo and worry about what Mr Ripper, quite rightly, highlighted; that is, a GST would increase the 
imbalance in taxing powers between the state and the commonwealth? 

Mr B.S. Wyatt: Which Mr Court ignored, unfortunately. 

Dr M.D. NAHAN: No, no. 

Mr B.S. Wyatt: Oh, yes. 

Dr M.D. NAHAN: No, it was not ignored. It was extensively debated. 

Mr B.S. Wyatt: During that debate it was crystal clear, because Richard Court, unfortunately, assumed that he 
was going to get all the GST returned. 

Dr M.D. NAHAN: No, no. It was discussed extensively, and there was a major — 

Mr B.S. Wyatt: And certain people were writing in The West at the time, saying how wonderful that was. I can’t 
remember their names now—the Institute of Public Affairs. 

Dr M.D. NAHAN: It was extensively discussed at the time by all involved. There was a trade-off: do we go for 
a more efficient system or do we keep the existing system of highly destructive taxes, particularly the wholesale 
sales tax? The real problem with that is that a whole range of the taxes that the states were levying at the time 
were going to disappear through technological change and other forces. The theme that people like me and 
others argued for was that we can walk and chew gum at the same time; we can have an efficient system and, 
hopefully, reform the Commonwealth Grants Commission process. The problem is not so much the GST as a 
source of revenue; it is the grants commission process. Of course, when the GST came in, Western Australia’s 
share of the overall pool was quite high. It was pushing 90 per cent of GST payments. Indeed, I might add that 
during the first five years, I think, of the GST payments, the commonwealth guaranteed that no state would be 
worse off. In fact, most of them were significantly better off. So it was a pretty good deal for a time. During that 
time, the GST differentials or relativities—that is, the portion of the total pool of GST revenue that went to each 
state and territory—were not really out of line. New South Wales, Victoria and Western Australia were all about 
the same. Queensland was a bit lower; it got a bit higher than its share. The Northern Territory and Tasmania 
were always heavily subsidised. 

Shortly after that, my memory is that Ripper in WA, I think Bracks in Victoria and Carr in New South Wales 
commissioned a study into horizontal equalisation and the whole fiscal issue, and undertook some pretty good 
work, according to my memory. One of the problems was that they needed the other states—Tasmania, the 
Northern Territory and, to some extent, Queensland—to participate. It is a kind of collective here. I think Mr 
Ripper, in the last term of government, made a number of statements about that. He lamented the lack of 
progress on that report. I readily admit that the Howard government in Canberra at the time was an ardent 
centralist and was more focused on keeping the states fighting with each other rather than reforming, for the 
purpose that commonwealth governments had done historically; that is, they would keep the states fighting so 
that they, the commonwealth, could garner the tax base for their own purposes. But that was the time to reform 
it. It was a reform agenda that had been missing. It was one of the key microeconomic reforms that had not been 
done earlier. Just as an aside, one of our better Prime Ministers did try to reform the system back in 1990, I 
think—that is, Bob Hawke. I think he enunciated that this was one of our last great microeconomic reforms, and 
he got dumped from The Lodge by Paul Keating on the basis of his campaign. That is just a historical fact that 
demonstrates this is an issue that we have had for a long time. 

In terms of the GST decline forecast in the forward estimates, am I complaining that that is being driven by the 
commonwealth? No; that is being driven by the system. The GST grows so much; it has not changed. It 
generates a pool of revenue, and the grants commission methodology is allocated. The commonwealth 
government has little control or influence, and it does not attempt to. What is missing is reform of that system, 
and that is a great task for the nation, because what is happening with Western Australia is simply unsustainable. 
Our population is growing very rapidly, at a rate of 3.5 per cent; a very large growth in demand for 
infrastructure—that is what the election was all about; new types of infrastructure and others—and a sharply 
declining GST, as I indicated. From 2007–08 to 2015–16, we will see, on the received data, an 85 per cent 
reduction in real terms in overall aggregate GST payments to the states. Until recently, that had been replaced to 
some extent by royalty incomes, but those royalty incomes will eventually slow or be highly volatile; and, as 
they decline, there will be a lag in the GST to compensate for them. Whoever is in government here is going to 
have a real problem adjusting to the grants commission process when our share of relativities—that is, the 
percentage of GST payments that go from the state and come back—is less than 20 per cent. That makes the 
finances of the state untenable. 
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Because of the process of tax reform over the past 20 or 30 years, there is no good tax on option; there is no real 
alternative for the states to replace that GST revenue. There is not; we do not have it. Stamp duties are not good 
taxes. Payroll tax is not a good tax. They do not exist. Therefore, we are confronting real problems here, and 
have been confronting them over the last few years. They have not been as difficult over the last few years 
because of iron ore royalties, but going forward, whoever is in government is going to have a real problem. The 
question is: how do we fix it? How do we convince the commonwealth and other states and territories now? 
Back in the early part of the last decade when the GST was agreed to, the relativities were not so bad, and we 
could have done something, but it was not done. I am not criticising the Labor government of the day; I think 
Eric Ripper did an admirable job in trying to push that and he understood it thoroughly. But trying to do 
something now when the Northern Territory and Tasmania are so thoroughly addicted to transfers from Western 
Australia, makes the task extremely difficult indeed.  

Mr B.S. Wyatt: It’s what Colin signed up for. 

Dr M.D. NAHAN: Colin did not sign up for this. I might add—just let me make a comment—what would have 
happened if we had not signed up? 

Mr B.S. Wyatt: Warned in 2000, warned in 1999—Colin didn’t pay a slight bit of attention! 

Dr M.D. NAHAN: In 2001, what would have happened if the state of Western Australia had wanted to — 

Mr B.S. Wyatt: It was predicted by Eric Ripper. 

Dr M.D. NAHAN: What would have happened if we had not signed up to it? We would have gone our own 
way. Do members know what would have happened? We would have had a GST, we would have had a whole 
bevy of state taxes — 

Debate adjourned, pursuant to standing orders. 
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