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TAXATION LEGISLATION AMENDMENT BILL 2015 
Second Reading 

Resumed from 6 May. 
HON KEN TRAVERS (North Metropolitan) [12.38 pm]: As I was saying yesterday about the 
Taxation Legislation Amendment Bill 2015, we have a new Minister for Finance, a new session and a new tax 
increase for Western Australian business. I always make a point of keeping the previous year’s tax bill of the 
Barnett government in my top drawer, so I will now be able to get rid of the 2014 bill and replace it with the 
2015 bill, to remind me of the tax increases that the Barnett government regularly brings into this house. 
As I said yesterday, the interesting thing about the Liberal Party is that in its policy going into the last election it 
made very clear its view that increases in payroll tax have an impact on the level of investment in 
Western Australia, the expansion of the state of Western Australia, the levels of employment in 
Western Australia and the levels of innovation in Western Australia. The question I have to ask is: what work 
did the Barnett government do prior to bringing this bill into this house to identify the likely impacts on 
investment, employment and innovation in the state of Western Australia? I look forward to the minister being 
able to answer that, because when I have sought information from the government about this bill, its responses 
have suggested there has not been any work done in those areas, which I find quite extraordinary. It is also 
interesting that in July 2014 the Economic Regulation Authority released a report—the draft of which may have 
been released in April—into microeconomic reform. There have been so many Treasurers and Ministers for 
Finance that members on the other side may have forgotten it. In fact, the new Minister for Finance, or should 
I say the latest Minister for Finance, because there have been so many new ministers for finance — 

Hon Sue Ellery: The latest new Minister for Finance. 

Hon KEN TRAVERS: That is right! The “temporary current Minister for Finance” may not be aware of the 
report of the Economic Regulation Authority, but a number of issues were raised in it. I will not go through all of 
them today, but one of the many distant past Treasurers, Troy Buswell, sent off an instruction to the 
Economic Regulation Authority to look at microeconomic reform. It was suggested that Hon Troy Buswell sent 
off that request because he wanted the ERA to craft him an agenda for when he took over as Premier. Of course, 
that never happened, for some very sad reasons. 

The ERA conducted probably the most extensive inquiry in recent times that I can find, into a whole range of 
matters, one of which was state taxes. One of the state taxes the ERA looked at was payroll tax. It put out 
a discussion paper and extensive community comment was received from various individuals and organisations 
across Western Australia. One area on which they did a lot of work and received a lot of comment was payroll 
tax and what are efficient taxes. It actually identified, interestingly, that payroll tax was one of the more efficient 
taxes relative to the three big taxes for states. Everyone would know that there is a rather sexist term used to 
describe those three state taxes, as being the three—I will go no further. States rely upon those three taxes, and 
whenever there is a small business function, small businesses will always be up in arms about those three taxes. 
One of those used to be called stamp duty, but it is basically now a duty on the transfer of property and land. 
Then there is land tax and payroll tax. In the old days payroll tax was never raised as an issue at local chambers 
of commerce because it did not affect small business—it tended to be aimed at the larger end of the scale. 
However, today, many businesses, and an increasing number of businesses every year in Western Australia, are 
required to pay payroll tax. This bill will mean that they will pay even more payroll tax. The 
Economic Regulation Authority looked at those three taxes and it identified that two of those taxes could 
potentially be efficient taxes. Can I say that I do not expect everyone will agree with everything that the ERA 
report states—I do not—but it did look into those three taxes in some detail and was critical of stamp duty as 
a transfer duty. The ERA said that stamp duty was an inefficient tax, whereas land tax and payroll tax could be 
relatively efficient taxes. 

That report has been out for some considerable time, and if the government was going to bring in a bill that 
changes the payroll tax system in Western Australia it might at the very least have said, “We had the ERA 
report, this is what the ERA report said, and this is why we have either adopted or rejected the recommendations 
of the ERA report.” I have tried to get a sense of what the government’s response to the ERA report is, and there 
does not seem to be a conclusive government response anywhere. As I say, we could have expected the 
government to come into the house as part of the second reading speech and have said that this adopts the 
recommendations of the ERA report or, no, it rejects the ERA report and we are doing this because of these 
reasons or because the changes we are proposing will make it a more efficient tax. 

Hon Sue Ellery: No, there is none of that. 
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Hon KEN TRAVERS: I have not seen that anywhere. I got out the second reading speech and read it a couple 
of times to see if that were buried in there anywhere. I had the lemon juice out to see if it was written in secret in 
the second reading speech, but I could not find mention of that anywhere! 

Hon Peter Katsambanis: I hope you were using Western Australian lemons and none of these imported ones. 

Hon Sue Ellery: No, he used ones off my tree! 

Hon KEN TRAVERS: Can I say to members that if they want lemons off Hon Sue Ellery’s tree, make sure they 
ask her first, because they will not get past Ernie without Sue’s permission! Hon Sue Ellery can tell Ernie tonight 
that I have managed to get his name in Hansard two days in a row!   

I turn back to the serious matter at hand, because this is a very serious matter. Could we not have expected that 
there would be some attempt by the Barnett government to explain how this bill will improve the tax system and 
make it more efficient, and how the recommendations of the ERA, which was set up at the government’s request 
to come up with suggestions to improve the payroll tax system, have been adopted by this legislation? That does 
not appear anywhere in the second reading speech. I thought that I might go through a number of the 
recommendations and the text in the ERA report to remind the government about a report that it has clearly 
forgotten about, because of the constant changes in Treasurers, and to give the Leader of the House the 
opportunity in his second reading response to explain how these matters address it. I would hate to think—
although I suspect it is the case—that this bill is nothing more than an attempt to gouge Western Australian small 
business to get more money to deal with the spending addiction of Mr Barnett and that it is not about improving 
the system. We had an opportunity—there is still an opportunity—for the Barnett government to do something 
that will make this tax more efficient. If it is going to collect more money as a result of this tax, why not look at 
whether or not it cannot reform the tax system as the ERA has suggested? 

As I say, the ERA produced a very comprehensive report, and it is worth stating that the ERA recognises that 
state taxes are an important source of revenue. Earlier the house debated a motion that suggested that the more 
tax we collect in Western Australia the more our GST share is redistributed to other states. But, as members 
would be aware, the Commonwealth Grants Commission gives a notional figure of what could be collected from 
the different taxes, and that whether we collect either less or more than that amount is not as relevant as what it 
believes is the notional figure of what we should be collecting from payroll tax. It accounts for about one-third of 
government revenue sources in the 2014–15 financial year. Page 237 of the ERA report states — 

However, all taxes impose costs on the economy, despite being a necessary revenue source. These 
include: 

• efficiency costs, which result from the distortion of decisions of taxpayers due to State taxes; 

The ERA is saying that we can potentially do damage to the economy by the way we structure our taxes that 
results in taxpayers making decisions that would distort the normal operation of the economy. It continues — 

• compliance costs, which are the costs to businesses and individuals of meeting their obligations 
arising from the tax system; 

Again, if we are trying to get an efficient tax system, we need to try to minimise the cost to the taxpayer over and 
above the payment of the tax. Yes, people have to pay tax to government but we do not want businesses having 
to pay a significant amount of money to comply with their requirements and then pay the tax. We would be 
better off making the compliance cost lower and taxing them more or, better still, making the compliance cost 
lower and taxing them the same amount. That means there is more money left in the hands of those businesses. 
The report continues — 

• administrative costs to the State Government of raising taxes. 

Again, if we have complex, difficult taxes for either the private sector or the government to understand and 
administer, that reduces the benefit of the tax. We want taxes that minimise the administrative costs for 
government—the compliance costs—so that more of the revenue that is collected can go towards what we want 
the taxes for. We collect a sufficient amount of taxes to provide the ordinary services of government—health, 
education, community safety and transport; that is, the initiatives that we believe are important for the 
community. There is always more we can do and that is why government is about choosing priorities and then 
setting the priority and the tax level. But we do not want half the money that we collect from a tax going into the 
cost of raising taxes. The report points out — 

Payroll tax, transfer duty and land tax are the most significant and broadest tax bases available to the 
State Government. The efficiency costs arising from payroll tax, residential transfer duty and land tax in 
Western Australia alone are significant and have been estimated by the ERA’s consultants to be in the 
order of $1 billion per annum. 
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That is $1 billion that would be available either to the state of Western Australia or, better still, to the 
economy—the private sector—to invest and create jobs in Western Australia. The report continues — 

Hence, it is necessary that any examination of microeconomic reform consider the efficiency effects of 
State taxes. 

That is what the ERA had to say about these taxes. It then points out that it — 

... sought to identify options for reforming the current system of State taxes in Western Australia to 
minimise these costs to the Western Australian economy. 

Whether the ERA got it right or wrong is a matter for debate and a matter for the government, with all its 
resources, to respond to. I would have thought that the next bill the government brings in would have adopted 
some of the recommendations of this report or, at the very least, it would explain why it has rejected the 
recommendations of this report. The report goes on to state — 

The two main tax reform options developed by Synergies — 
That is, Synergies Economic Consulting that the ERA engaged to assist in the review of the taxes — 

involve reforming payroll tax, residential transfer duty and land tax by either: 

• broadening the base and lowering the rate of all three taxes to increase their efficiency; or 

• increasing reliance on efficient taxes (land tax and payroll tax) and reducing or abolishing the 
inefficient taxes (residential transfer duty). 

Does this bill do that? Does this bill mention that? Does this bill respond to that in any way? No. Let me go on 
and see what else it said that may be of benefit to the house in considering the policy of this bill. The report 
states — 

A preliminary investigation indicates that the efficiency benefits of such reforms to State taxes are 
likely to be considerable ... 

The report states that such reforms have the potential to add $460 million to $580 million to the state economy. 
At the moment WA’s economy is in decline. There is no doubt that a contraction is occurring. We have seen 
a reduction in business investment and changes in the mining industry, which is going out of construction and 
into the production phase. We need to be making every post a winner. I would have thought that the government 
would be doing that. Page 238 of the report states — 

Reforming State taxes will also ensure that the State Government has access to a stable and growing 
source of revenue. 

I would have thought that that comment alone would have got Colin Barnett very excited. He would have 
thought he had more money to spend, but clearly not. The report continues — 

Tax rates on narrow tax bases need to be higher than tax rates on broad tax bases in order to collect the 
same amount of revenue. The consequence of the combination of high rates and a large number of 
exempt activities is that businesses have the incentive and the opportunity to invest time and effort into 
activities to avoid or minimise the amount of tax they pay. 

The ERA then provides examples of the distortions available for businesses to reduce their payroll tax. These are 
really important points. They are often raised by businesses. I remember having a number of conversations with 
people such as Nicolle Jenkins from the Chamber of Commerce and Industry of Western Australia’s 
Small Enterprise Network, who is a passionate advocate for reform of payroll tax and someone whom I have 
known since my time as parliamentary secretary to the Minister for Tourism. I know she is a passionate 
Western Australian. We have engaged many times about what payroll tax means for her business. She does not 
have a huge business; she does not have hundreds of employees. She has a small number of highly skilled 
employees, which means that it is at the point of potentially being captured by payroll tax. 

What are the examples of distortions available for businesses to reduce their payroll tax liabilities? The ERA 
states, on page 239 of the report — 

• Attempting to engage employees as independent contractors (because payments made to legitimate 
independent contractors are not subject to payroll tax) to reduce payroll tax and other payroll 
related liabilities (such as superannuation and workers’ compensation). 

The move towards independent contractors has a number of impacts. Employees often end up getting less money 
than they would if they were part of a normal employer–employee relationship. It also means that the 
Department of Finance has to put a whole lot of compliance measures in place to identify whether they are 
legitimate. Members would have noted that the words used were “legitimate independent contractors”. I am sure 
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that members are better able to go through the whole impact of a legitimate independent contract arrangement 
than me. A lot of tax laws and the like are used to establish whether an independent contractor is legitimate in 
terms of how many people work for them and the number of hours they do for that employee. They cause people 
to create artificial arrangements for the purposes of avoiding paying payroll tax. That does two things for us. 
It means that we are potentially collecting less money from those who are effective at doing that. Therefore, 
those who are effective at doing that avoid paying tax and those who are unable to do that for a range of reasons 
end up having to pay more tax. It results in discrimination, I guess we could call it, towards those people who 
end up getting captured by payroll tax because they do the right thing and employ people in a direct employer–
employee relationship compared with those who are able to create an artificial circumstance to avoid paying 
payroll tax. That adds massive compliance costs to the companies. 

Sitting suspended from 1.01 pm to 2.00 pm 
Visitors — Our Lady of Grace School 

The ACTING PRESIDENT (Hon Brian Ellis): Members, before we return to orders of the day and the 
Taxation Legislation Amendment Bill 2015, I welcome students from Our Lady of Grace School in 
North Beach. I hope you enjoy your tour of Parliament. I happened to overhear that one of the students has 
a basketball connection with Hon Ken Travers. We welcome you to proceedings. 

Debate Resumed 

Hon KEN TRAVERS: Mr Acting President, I can inform you that there is a connection to a member of the 
audience in the public gallery in that one of the fathers of one of the students played in the very highly successful 
Square Bears basketball team, of which I was once a member. We won a number of championships at the 
Loftus Recreation Centre. That is the connection; you are absolutely right in your comments, Mr Acting President. 

We are dealing with the Taxation Legislation Amendment Bill 2015. Before the lunch break, I was going 
through the issues that had been raised by the Economic Regulation Authority in its inquiry into microeconomic 
reform in Western Australia and its review, particularly in section 6, of state taxes. I was discussing the examples 
of distortions that are available for business to reduce their payroll tax liabilities as listed by the ERA. I talked 
about the attempt to engage employees as independent contractors and the impact that has on the employment 
conditions of employees and the companies themselves and, more importantly, the compliance costs for the 
Department of Finance in trying to determine whether they are legitimate independent contractors. 

Almost on a daily basis we read about Western Australians losing their jobs. It is an issue that is causing great 
concern in our community, and it is one that we on the Labor side of the house view as the number one priority 
facing the state of Western Australia at the moment. The second point that the ERA identified as a potential 
distortion by businesses can be found on page 239 of the ERA’s report, “Inquiry into Microeconomic Reform in 
Western Australia”. It reads — 

• Sending parts of their operations off-shore, where wages and tax liabilities are lower. The 
Chamber of Commerce and Industry of Western Australia (CCIWA) advises that some of its 
professional services members are hiring staff in South East Asian countries to complete work 
that could otherwise be done in Western Australia as a way of reducing staff numbers and not 
increasing their payroll tax obligations. 

Surely, the government would want to look at how it can stop the exporting of Western Australian jobs. I expect 
that a number of people in the mining industry who have lost their job in recent weeks and months provide 
professional services that could be taken up by the companies that are sending parts of their operations offshore. 
I will not criticise those companies for doing that; they are trying to make a dollar and because of our tax 
structure and system, they are looking at opportunities to send jobs overseas or even to the eastern states, which 
is an appalling outcome for Western Australia. This bill will make the situation worse. It does not seek to address 
that problem, and later I will come to some of the recommendations proposed by the ERA as a way of addressing 
and minimising these impacts. The government will make the basic structure worse because if this bill is passed, 
businesses will pay an even greater amount of payroll tax for the same salary threshold for which they currently 
pay. I will give a couple of examples of that to the house this afternoon. Let us say that under the current 
Western Australian payroll tax system, a business has an employee payroll of $1 million. Members should think 
about that because that could mean as few as eight to 10 employees in the professional services sector. A salary 
of $100 000 in that professional area is not a significantly high salary in Western Australia these days. If 
a business has fewer than 10 employees, it is currently required to pay $11 000 in payroll tax. Once this bill is 
passed, even when a company is only $200 000 over the basic threshold, that amount will increase to $12 313. 
Was it something I said that caused the students to leave the public gallery? 

Hon Michael Mischin: I’m still here! 
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Hon KEN TRAVERS: It is interesting that Hon Michael Mischin is still here, because I have noted that the 
minister handling the bill has not been in the chamber while I have been talking, which I find a little bit 
disrespectful. I am sure it is because he is on urgent parliamentary business. I thought he may have met with the 
Premier before lunch to sort out some of the issues facing the government as a result of yesterday’s stupidity, but 
I am not sure what is happening this afternoon. I am sure he will read my comments in Hansard and I hope he 
responds to them. 

Under the current threshold system in Western Australia, businesses with a payroll of $1 million pay $11 000 in 
payroll tax, but under the new scheme of arrangement that will come in, they will pay an additional $1 313, 
which will be an even greater incentive to look at ways of exporting jobs overseas or find other ways to avoid 
that tax. A company with a payroll of $10 million currently pays $506 000, but that amount will climb to 
$550 000. A key point to note in that is that with the exception of the two territories, which are also the biggest 
beneficiaries of the GST payment redistributions, we will be the only state at that level; in fact, for most levels, 
and certainly for payrolls of $10 million, we will be the highest taxing state in Australia. We will be the 
equivalent of the Northern Territory and slightly less, about $8 000, than the Australian Capital Territory which, 
as we all know, has a particularly high average wage structure. Later on I will talk in detail about one of the 
problems of these increases, which is whether it will make us competitive relative to the other states. I am 
pointing out that many of these companies will get a significant increase. This bill will impose an additional 
$44 000 in tax on companies with an accessible payroll tax threshold of $10 million. Again, I do not think many 
people would suggest that a business with a total payroll of $10 million is a large business by any stretch of the 
imagination. In fact, even a business with a payroll of $7.5 million would pay an additional $44 000 over and 
above what it pays under the existing schedule. From 2016–17 onwards, there will be a reduction, but businesses 
will still pay significantly more than they do under the current arrangements for the higher levels. 

We need an explanation from the government about the work it has done to identify how these changes will 
encourage people to send more jobs out of WA—to export jobs from WA. As desperate as the government may 
be for revenue, it does not assist the state of Western Australia if jobs are being exported. The 
Economic Regulation Authority was trying to identify a solution to how the tax structures might be changed in 
Western Australia to keep those jobs in WA. I look forward to the government explaining to us this afternoon the 
modelling it has done to ensure that this bill will not increase the problem of the exportation of 
Western Australian jobs to the eastern states and overseas. 

The third distortion identified on page 239 of the “Inquiry into Microeconomic Reform in Western Australia” 
report is — 

• Deciding not to employ additional staff to avoid exceeding the exemption threshold for payroll tax 
and finding alternative means to grow their businesses (such as greater use of capital) or simply not 
growing their business at all. 

If that is the distortion that occurs as a result of this bill, what will that mean for the hardworking families who 
are struggling to pay their mortgages? What impact will this bill have on those people? As a result of the 
distortions created by the passage of this bill, companies that are in a position to increase their tax burden are 
likely to do one of two things—employ people and grow their business or not employ people. How on earth does 
that correspond with the comments made in the Liberal Party’s policy document at the last election that it wanted 
to free up funds that could be better used to invest, expand, employ and innovate in Western Australian 
businesses? It does not. The problems with the tax system are being exacerbated and will encourage people to 
not expand their businesses in Western Australia, simply because they do not want to be hit with this additional 
burden. The reality is that when businesses hit that threshold, there is an immediate increase in the amount they 
have to pay. A business with a payroll of $799 000 does not have to pay any payroll tax, but the moment its 
payroll hits $801 000, it will pay payroll tax, and it very quickly escalates. This bill will increase that escalation. 
Companies will have to make the decision whether to employ more people, employ capital or simply not employ 
anyone at all. If that is going to be the case, I hope members on the other side of the chamber are proud of this 
bill. I hope they can explain to us how they are confident that that will not be the outcome of this bill. Companies 
will now have to make the decision whether to export the job, not employ people or use capital rather than 
employ more people. What did the ERA say about those distortions and impacts? 

Hon Michael Mischin: How do you use capital rather than employ people? What are you talking about? 

Hon Darren West: You’re going to have to go right from the start and talk to him about economics, Ken. 

Hon KEN TRAVERS: When members come into this place, they assume that other members have a certain 
level of intelligence and expertise on which to base their comments, and constantly they are disappointed when 
they realise through interjection that members opposite — 

Hon Michael Mischin: It was a genuine question, but if you want to be insulting about it — 
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Hon KEN TRAVERS: Seriously, I am going to be insulting, because I have never heard a more idiotic question 
asked by interjection across the chamber. The Attorney General knows that I hold him in reasonably high regard 
from time to time. 

Hon Michael Mischin: Just answer the question, instead of giving the exposition. You said that there were three 
choices—export the job, not employ anyone or employ capital. 

The ACTING PRESIDENT (Hon Brian Ellis): Order, members! 

Hon KEN TRAVERS: It is a shame that I cannot interrupt my comments to allow the only person in this 
chamber who continues to live on and operate a farm in Western Australia to speak, because I am sure that, as 
a farmer, Hon Darren West would be able to give us plenty of examples—maybe members opposite would not 
understand this—of when choices need to be made between employing more people and employing different 
forms of mechanisation or technology to replace those people. 

Hon Michael Mischin: I see. You’re saying that rather than “employ” capital, which was your term — 

Hon KEN TRAVERS: No. 

Hon Michael Mischin: It was. That’s what you said—“employ” capital. 

Hon KEN TRAVERS: Make greater use of capital. 

Hon Michael Mischin: No; you said “employ” capital. That’s what I was asking you about. You said that you 
can either export the job, not hire someone or employ capital, and I was querying how you “employ” capital. 

Hon KEN TRAVERS: Employing capital is — 
Hon Michael Mischin: No; you’ve explained it now, but it was a legitimate question because even you thought 
you said something else. Now I understand what you’re talking about. 
Hon KEN TRAVERS: To employ capital is to use capital. We often say that we employ something as a way of 
describing it. 
Hon Michael Mischin: That’s fine; I understand what you’re saying. 

Hon KEN TRAVERS: So the Attorney General understands how people can choose between employing people 
and employing capital. I am glad that he understands that. I am sure that if he looks up the definition, he will 
understand that it is a legitimate use of the word “employ” in that context. 

Hon Michael Mischin: Mechanise, in other words. 

Hon KEN TRAVERS: It is not just to mechanise; there is a whole range of ways in which capital, technology 
and the like can be used, rather than people, to get the outputs of the business — 

Hon Simon O’Brien: If only we had a farmer here to explain it more succinctly! 

Hon KEN TRAVERS: If Hon Darren West has already spoken, I am sure he will take the opportunity when we 
debate the short title to explain how, in a real-life circumstance on a daily basis, he would make the decision 
whether to employ people or to get capital. I would have thought that we would want to encourage businesses to 
employ people at this point in the economic cycle in Western Australia rather than use investment in capital. 
Most of that capital will be for imported equipment in many cases. 

Hon Michael Mischin: Weaving things by hand rather than using machines or using scythes instead of getting 
a harvester and that sort of stuff. 
The ACTING PRESIDENT: Order, members! This is an opportune time to let Hon Ken Travers move on with 
his speech. 

Hon KEN TRAVERS: It is trite of members opposite to make jokes about this matter. The arguments that I am 
making in this house are not Hon Ken Travers’ ideas; I am referring to the comments of the 
Economic Regulation Authority, which has some of the highest paid public servants in Western Australia 
working for it. The head of the Economic Regulation Authority is one of the highest paid public servants in 
Western Australia, and this is the ERA’s report. We are not trying to make this into some simplistic, trite 
argument in the way that the Attorney General has tried to do. We are not saying that where there is legitimate 
technology that can enhance the productivity of a company, people should not employ that technology. We are 
talking about a distortion that is created through government policy about the decision of a company to employ 
or to use capital—if the Attorney General prefers that term, whichever definition he likes—rather than employ 
a person. This government’s policy is creating that distortion. This is not about a decision about the overall 
productivity of the company, but a distortion created by government policy to choose capital over people and the 
employment of those people. That is the problem, and that is my point. It is pretty clear to me that this is not 
something that has taxed the minds of the government and the representatives of the executive that sit in this 
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place. It is very sad to think that a bill such as this has been brought into this house, and that intellectual thought 
has not been put into it at this stage. 

I go back to the report titled “Inquiry into Microeconomic Reform in Western Australia” that this government 
asked the ERA to do. After identifying the three dot points, it went on to state, and this might help the 
Attorney General — 

Such behaviour, as well as reducing State tax collections — 

So overall we get less money — 

impedes the growth of the State economy, by diverting activity to other jurisdictions, dampening overall 
activity and acting as a distraction to business owners (as the time and effort spent on minimising tax 
liabilities comes at a cost of other more productive activities, such as growing businesses). 

As I read out those words, I have noted a lot of parallels. I spoke to a number of local government 
representatives on Tuesday morning and we got on to the fact that we had just spent six years running around 
with a flawed “reform process” for local government that had distracted local government from getting on with 
real reforms in that area. The report goes on to state — 

Inefficient taxes also distort the behaviour of individuals. The most obvious implications for individuals 
arise from transfer duty on the sale of residences. 

It then goes on in that vein. The report is very critical, as I say, of the transfer duty on individuals, but that is not 
something we are dealing with in this bill. The report mentions — 

… as noted by the CCIWA, the ability to achieve meaningful reform will require the Commonwealth 
and State tax systems to be addressed as one regime to address the imbalance between the revenue 
raising capacity and spending responsibilities of the Commonwealth and State Governments. 

That touches on the debate we had earlier today about the horizontal fiscal imbalance that existed within the 
Australian community. It is saying that when we try to reform taxes, we must be careful not to make the same 
mistakes that were made in 1999 and enter into reforms that appear to have good short-term benefit for the state 
but in the long-term are disadvantageous. Back in 1999, some of us who sat in this place could see those dangers. 
Sadly, the members who sat on the other side of the chamber in both this house and the other place, including the 
current Premier, could not see the impacts of that reform. The report then goes on to state how — 

The Goods and Services Tax … reforms of the early 2000’s were a partial attempt at reforming 
Commonwealth–State financial relations, but have done little to reduce the overall reliance of the States 
on the Commonwealth. 

Again, as outlined in this morning’s debate, it is very much the case now that, sadly, we have less revenue-
raising capacity today than we did back then. Our opportunities to find new sources of revenue as a result of that 
intergovernmental agreement in 1999 have been significantly reduced because we have removed a number of the 
other taxing options available to the state. We are now more heavily dependent upon the Commonwealth Grants 
Commission process of horizontal equalisation. Once again I get to talk about vertical fiscal balance and 
horizontal equalisation in the same speech, but the two go, sadly, hand in hand; they are interconnected. I am 
sure that members on the other side do not need me to comment on that again; I am sure that they remember it 
from my previous speeches about those matters. 

Ultimately, there needs to be a reform of the tax system at a commonwealth–state level. No doubt we can do 
things at a state level with the three state taxes of transfer duty, land tax and payroll tax—the three big ones. The 
inquiry went on to talk about that in section 6.3, headed “Minimising the Efficiency, Compliance and 
Administration Costs of Taxes” — 

Hon Helen Morton interjected. 

Hon KEN TRAVERS: Sorry; if I am interrupting the minister’s speech, I can wait a minute. The minister was 
very loud, that is all. 

Several members interjected. 

Hon KEN TRAVERS: Sorry, I thought it was an interjection. Normally when I hear mumbles, I think it is 
Hon Nick Goiran talking from the other side, but this time I thought it was an interjection. 

Hon Phil Edman interjected. 

Hon KEN TRAVERS: No, it is a different tie from yesterday. I am glad that Hon Phil Edman has noticed my 
sartorial elegance. 
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Hon Jim Chown interjected. 
Hon KEN TRAVERS: I think Hon Jim Chown shares the member’s interest in my sartorial elegance. 
Several members interjected. 
The ACTING PRESIDENT: Order, members! 
Hon KEN TRAVERS: Thank you, Mr Acting President. I am being distracted by members opposite who are 
clearly trying to delay the passage of this bill. 
One of the things mentioned in the report is minimising the efficiency, compliance and administration costs of 
taxes. I will not bore the house but it is an interesting section of the report that refers to the efficiency of the cost 
of taxes being reduced when the tax base is broadened, leading to as few concessions and exemptions as 
possible. It went on to discuss some legitimate policy outcomes that might be achieved such as encouraging 
people to employ apprentices. It says that can be done by way of an exemption for businesses by not including 
the apprentices’ employment costs in their payroll tax calculations. I think we would all agree that the 
employment of apprentices is a good thing. I hope we all agree that it is a good thing; I certainly think it is 
a good thing. The report queries whether it can be done by way of exemption or direct payment and benefit to 
those employers who employ apprentices. The report generally argues that the broadening of the base and the 
minimisation of concessions and exemptions is one way of increasing efficiency in the way in which these taxes 
are administered. It is a very interesting section of the Economic Regulation Authority report, “Inquiry into 
Microeconomic Reform in Western Australia: Final Report”, and I encourage members to read it. After that 
general discussion, the report talks about the average efficiency costs and the marginal efficiency costs of those 
measures and the benefits that come from them. 

The report then talks about the specifics of Western Australian taxes and the three major taxes that we discussed 
earlier today, of which payroll tax is one. The first tax discussed is, in fact, payroll tax. The report states at 
paragraph 6.4.1 on page 242 — 

Payroll tax is levied on wages paid or payable by an employer, when its total Australia-wide wages 
exceed $750,000 per annum. The exemption threshold is scheduled to increase to $800,000 from 1 July 
2014 and to $850,000 from 1 July 2016. A rate of 5.5 per cent is levied on each dollar above the tax-free 
threshold. 

Interestingly, it also notes — 

Payroll tax has the potential to be a highly efficient tax if it is applied to a broad base and at a low rate. 
This is because the base (labour) is relatively immobile and cannot relocate to avoid the burden of 
payroll tax. 

As we discussed earlier in relation to distortions, that is actually one comment and conclusion by the ERA that 
I would not fully agree with. It may not be possible to move labour in certain circumstances, but there is the 
potential. Again, if the government did not agree with that statement, we would have had some explanation. 

The report also talks about how the efficiency of payroll tax is reduced because of the high exemption threshold, 
which exempts a large number of small businesses. On top of that, there are a number of concessions and 
exemptions that, according to the report, equal around 57 per cent of the revenue collected. I would be interested 
to hear the minister’s comments on this quote from the report — 

There are around 12,000 businesses paying payroll tax in Western Australia out of a total potential 
number of businesses of 220,000. 

I would be interested to hear the minister comment on that, and the footnote at the bottom of the same page, 
which reads — 

Based on analysis performed by Synergies Economic Consulting. The current number of taxpayers 
(around 12,000) is based on data as at November 2013 provided by Treasury and represents the number 
of taxable entities in WA. The number of potential taxpayers (around 220,000) is the number of 
operating businesses as at June 2012 based on ABS data, catalogue no. 8165.0 Counts of Australian 
Businesses, including Entries and Exits, Jun 2009 to Jun 2013. 

Why is that interesting? According to the report, in November 2013 there were 12 000 businesses paying payroll 
tax. However, in the minister’s second reading speech—I am sure the Minister for Mental Health is clicking 
away in her head and going, “Yeah!”—reference was made to approximately 17 000 employers being affected 
by these amendments. I would be interested to know whether that is a sign that there is some different 
calculation or methodology being employed to arrive at the figure of 12 000 — 
Hon Phil Edman interjected. 
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Hon KEN TRAVERS: Not so much businesses that have been set up; I suspect it is more likely that what we 
have seen is bracket creep of more businesses now being captured under the payroll tax system. That means that 
from November 2013 to today, we have seen something in the order of a 25 per cent increase because of bracket 
creep. Why is that important? If there is a jump of 25 per cent of companies getting caught, it says to me that we 
are at the threshold of the point at which companies will find it harder and harder to avoid being captured by 
payroll tax, and that we are now hitting a period during which, potentially, there will be a significant jump in 
payroll tax every year because we will be capturing more and more of those 220 000 companies that have to pay 
payroll tax. I think everyone would agree that an increase of 5 000 in just 18 months is a pretty big jump in the 
number of companies paying payroll tax. I do not think it is about an increase in the total number of businesses; 
I think it is about bracket creep and what impact that is having. I think, when we talk about — 

Hon Phil Edman interjected. 

Hon KEN TRAVERS: There might have been in 2013; there is a contraction now. I am just asking whether the 
government can give us an explanation for why there is that differential and what work it has done on that. Is it 
a case of companies who previously were in a position to be able to avoid being captured by payroll tax and 
could make efforts to avoid it now arriving at a point at which, despite taking all those measures, they are still 
captured by it? If that is the case, I suspect we will see a dramatic increase over the next couple of years, and 
what we should be looking at in this bill is a change in the structure of payroll tax—whether it is a broadening of 
the base or some other mechanism—to avoid that. I cannot speak for Hon Phil Edman, but I think we should be 
minimising the impost on small business in Western Australia. Although maybe, as part of the big-taxing, big-
spending government, Hon Phil Edman does not agree with that! But that would be my view about that issue. 

It is interesting; through bracket creep we are significantly broadening the base of payroll tax and, as I say, 
according to those figures there has been an increase of 5 000 in just 18 months, which is almost 50 per cent, on 
the basis of 12 000. It may very well be that some different methodology has been used in calculating those 
figures, which would explain it, but at face value I think even Hon Phil Edman would say that it is a pretty 
extraordinary case and a scary thing for small businesses in WA if we are capturing that many of them. It is not 
cheap once they get captured by that cost, and this bill will make it worse for them because once they are in the 
cycle, it just keeps adding up each year. As their payroll tax increases, they pay even more than they currently 
do. 

The report repeats a lot of the stuff that I mentioned earlier. Paragraph 6.4.1 continues — 

The current form of payroll tax in Western Australia distorts economic decisions. 

• The exemption threshold may provide incentives for businesses to remain small. This 
distortion is amplified by the necessity of using a higher marginal rate to achieve revenue 
targets. 

• The narrow-base of payroll tax may distort the composition of employment, as some workers 
are likely to leave businesses that pass on the additional cost to the workers and seek higher 
wages in exempt businesses.  

As I mentioned earlier—this might help the Attorney General—the report continues — 

• Payroll tax effectively increases the cost of labour to businesses which affect the 
optimal mix of factors of production, thus producing an efficiency loss to the 
economy.  

I suspect that Hon Phil Edman’s involvement in cabinet making would be another area in which that appropriate 
mix could be affected by the tax. I do not know whether his business is big enough to require him to pay payroll 
tax but I suspect it is not far away. 

We did not discuss earlier the report’s comments, which are as follows — 

The effective decrease in real wage encourages workers to substitute labour for leisure (although this 
would be true even for a comprehensive payroll tax). 

Hon Peter Collier: I was on urgent parliamentary business. What report is that? 

Hon KEN TRAVERS: It is the Economic Regulation Authority’s “Inquiry into Microeconomic Reform in 
Western Australia: Final Report”. I have been indicating that this report looked at the whole question of payroll 
tax. I made the point earlier that with the many changes of Treasurer and finance minister, the current 
incumbents may not be aware that the former Treasurer was presented with this report early in 2014. They may 
have missed seeing this report. One of the issues the report addresses is payroll tax reform. I am asking the 
minister if he is in a position to explain to the house today why, when there is a taxation bill before the house 
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dealing with changes to the structure of payroll tax and the mechanisms for imposing payroll tax, there is no 
reference to the report in the second reading speech. 

Hon Peter Collier: I don’t think I’ll do it today. 

Hon KEN TRAVERS: The Leader of the House used to be an optimist. 

Hon Peter Collier: Ye of little faith. Look, my glass is half empty. 

Hon KEN TRAVERS: The realists might be accurate on this occasion but the Leader of the House used to be 
an optimist. 

The point I was making, Leader of the House, was that I find it extraordinary that when a government inquiry 
has spent a lot of money and a lot of time looking into something and has come up with a range of 
recommendations about how we can improve the efficiency of the tax system, the new Minister for Finance 
introduces a new payroll tax bill that not only does not seem to address any of the issues raised in this report 
about the inefficiencies of the current tax structure but the government has not even said why it rejected the ERA 
report. I would have thought the issues in the ERA report were worth including in the policy of the bill. 
I commented that not every part of the ERA report is something I necessarily agree with and I accept that the 
government does not have to accept every part of the ERA report. Sometimes those people have a view of the 
world that might be great in an economic text book form, but in the political sphere, it does not reflect reality. 
However, the report makes arguments that are very important for this house to consider when discussing how we 
can make our tax system more efficient and effective when raising revenue, and imposing compliance costs on 
business and the like. 

Hon Peter Collier: I’ll have a look at it. 

Hon KEN TRAVERS: I am spending a bit of time on the report today because when people have done the sort 
of work that has gone into this report, it is incumbent on us all to show we consider and appreciate that work, 
even if for our own reasons, we do not accept the report’s findings. I am asking the government to explain why 
the report has not been adopted when making its first major changes to the payroll tax legislation that we are 
dealing with. Although it is up to the government to take a position on whether it wants to accept or reject this 
report, the report attempts to put both sides of the argument. As well as pointing out the economic distortions, it 
points out some of the advantages arising from the current payroll tax exemptions. The fact that the threshold 
exists, reduces compliance on small businesses by exempting businesses under the threshold. It is certainly an 
advantage for businesses that fall under it, not just because they do not have to pay the tax but because they do 
not have to meet the compliance burden. Although, I suspect that once a company gets close to the 
$800 000 threshold, it can end up paying the compliance costs without paying any tax. We can imagine that 
when a company gets to just below the $800 000 it will probably make sure it is calculating whether it is likely 
to need to pay payroll tax. That is a compliance cost. I suspect it will try to keep just under that $800 000 so it 
does not have to, and that too is a compliance cost. Clearly, there is an advantage for businesses that sit well 
below it. It again seeks to encourage exemptions and concessions for particular types of employment where it 
can have a positive impact for policy outcomes. We have talked about training apprentices and trainees as one of 
those exemptions. In this section the report makes the point that direct grants can be provided to businesses to 
employ those workers. 

The report then gets into the highly technical issues around the marginal and average efficiency costs of payroll 
tax in its current form. It also refers to what the Henry review said about those matters. It is a fascinating part of 
the way we can measure and attempt to identify the efficiency and effectiveness of those tax-raising measures. 
We would want to keep them as low as possible. It makes reference to, I think, modelling by KPMG and states 
that uniform payroll tax would provide a total efficiency cost of $450 million, compared with the $760 million 
cost of the current payroll tax scheme. That is money that could be better utilised in our community by 
businesses employing people, or the government capturing as part of its revenue base to employ people in 
schools and hospitals and—God forbid, for the Liberal Party!—pay down debt. 

A range of different views were put by a number of organisations in submissions to the Economic Regulation 
Authority. It is interesting that a number of the employer groups pointed out that it was a tax on employment. 
These things are put and the ERA seeks to, in some cases, argue for or against them. The report indicates that 
a number of businesses called for the threshold to be raised to $1.5 million so that small business is clearly 
outside the capture of payroll tax. It would be interesting to see whether the threshold went to $1.5 million; we 
would get back to the 12 000 that we talked about earlier and that would allow for indexation of inflation. 

The report also indicated that the national average exemption threshold for payroll tax was approximately 
$1 million in 2013–14. I think I referred to one of my favourite documents that the government produces—the 
2014–15 version of the overview of state taxes and royalties—which contains a very good explanation of the 
exemptions and concessions across Australia. As I said, we now know that the exemption threshold in WA is 
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$800 000. In New South Wales, it is $750 000, but interestingly its maximum rate is 5.4 per cent. The Victorian 
government has $550 000 as the threshold but its rate is 4.85 per cent. There is some argument that the Victorian 
government would be seeking to comply with the arguments put forward by the Economic Regulation Authority 
about the benefits of lowering the rate but broadening the base. In Queensland, the threshold level is 
$1.1 million; interestingly, its rate is 4.75 cents in the dollar. 

I note that in seeking to justify this bill, the Leader of the House made the comment in his second reading 
speech — 

The introduction of a diminishing payroll tax exemption threshold is consistent with the approach in 
Queensland and the Northern Territory. 

That is correct; Queensland does have a diminishing payroll tax exemption threshold. What the Leader of the 
House did not mention is that Queensland’s exemption threshold is $1.1 million and its rate is 4.75 per cent. 

Hon Peter Collier: I didn’t miss that, did I? 

Hon KEN TRAVERS: Maybe the Leader of the House can point out where in his second reading speech — 

Hon Peter Collier: I am pretty sure I put that in! 

Hon KEN TRAVERS: I would have a word to the Treasurer and point out to him that he should have endorsed 
the changes made by the Leader of the House, and ask him why he is being a tricky, mean, secretive Treasurer in 
the other place because we are open and accountable in the upper house. I am sure it was just pure oversight. 

Hon Helen Morton: It is not the Treasurer’s bill. 

Hon KEN TRAVERS: Of course it would not have happened if the Treasurer’s representative had been 
handling the bill; that is absolutely right! The minister is absolutely right, it is the Minister for Finance; not the 
Treasurer’s representative in this house. 

Hon Helen Morton: So he is not a mean, tricky, nasty whatever else you said; he is actually the opposite of 
that? 

Hon KEN TRAVERS: The Treasurer? 

Hon Helen Morton: Yes. 

Hon KEN TRAVERS: The problem is they are never there long enough to really get an idea about what they 
are like! The interesting thing about the current Treasurer is it is really hard to know who he is because the 
Treasurer we see today bears no resemblance to the Mike Nahan we used to know—Mike Nahan the 
commentator! He is a very different person. He clearly seems to have a very different set of views about 
government, taxation, privatisation and economic policy. The current Treasurer is a new man, shall we say. I am 
not sure whether he is tricky, but he is certainly a changed and very different person from the person who was 
Mike Nahan the commentator compared with Mike Nahan the Treasurer. It may be that once he finally got in the 
job, he actually realised what the job was about, and that when he had been a commentator, he had no idea! 

Hon Helen Morton: He has a heart. 

Hon Stephen Dawson: I would not say he has a heart. 

Hon Helen Morton: He has a warm heart. 

Hon Stephen Dawson: That is going a bit far. 

Hon KEN TRAVERS: Please stop before I make references to The Simpsons! 

Queensland’s rate is interesting. It would be interesting to see what work the government has done to compare it 
with Western Australia, given we are now using Queensland to model Western Australia. The government is 
using Queensland as justification for why we should support the policy of this bill this afternoon or, as the 
pessimistic Leader of the House suggests, next week, or not support it — 

Hon Peter Collier: I can do it this afternoon, if you like. 

Hon KEN TRAVERS: I will try to get through my comments as quickly as possible, as I always do, Leader of 
the House. 

Hon Peter Collier: A few of your colleagues might have a go as well. 

Hon KEN TRAVERS: I suspect the earlier interjections by the Attorney General probably did not help. 

If we were going down the path of the Queensland model, what work did the government do to look at that 
higher threshold and lower rate? What impact would that have on overall tax collections for Western Australia? 
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Going back to the debate we had earlier today about the GST and the intergovernmental agreements and 
knowing that it is a notional figure rather than an actual figure of what is collected on things like payroll tax, it 
would be interesting to see whether Queensland is collecting the amount that the Commonwealth Grants 
Commission says it should. 

South Australia has an exemption threshold of $600 000 and a maximum rate of 4.95 per cent. That is a little 
higher than Victoria both in terms of its threshold and its maximum rate, but lower than the rate in WA. 
Everyone was having a crack at Tasmania today. Government members are regularly lambasting Tasmania. Its 
exemption threshold is $1.2 million. Half the island could be employed for that, I would have thought! But the 
rate is 6.1 per cent. It has a very high threshold and a higher rate. Looking around Australia, we have some really 
interesting examples to use. I would have thought some smart economists could have done some really good 
work for the government to work out what impact the different rates would potentially have on the way in which 
people will respond to them. 

The Australian Capital Territory has an exemption threshold of $1.85 million but a rate of 6.85 per cent. I know 
there are secrecy provisions, but I do not know whether government agencies around Australia ever share 
information, without identifying the taxpayers, about what impact that would have. If WA’s threshold of 
$800 000 was applied to the ACT, we probably would not be able to know how many employers would be 
captured by that—a higher rate, but a higher threshold. The Leader of the House included the Northern Territory 
as part of his argument for a diminishing payroll tax exemption. The other entity he quoted was the 
Northern Territory. 

Hon Peter Collier: I remember that! 

Hon KEN TRAVERS: Can he remember what the exemption threshold was in the Northern Territory? 

Hon Peter Collier: Did I put it in? I cannot remember. 

Hon KEN TRAVERS: He cannot remember—have a stab. A man of his renowned ability should be able to 
have a go! 

Hon Peter Collier: Remind me. 

Hon KEN TRAVERS: I will tell you what: it is between $1 million and $1.5 million. 

Hon Peter Collier: $1.25 million. 

Hon KEN TRAVERS: No—$1.5 million! It is right at the top. 

Hon Peter Collier: You said “between”. 

Hon KEN TRAVERS: “Between and including”, sorry. 

Hon Peter Collier: That was a tricky question. 

Hon KEN TRAVERS: The Leader of the House never had tricky questions as a teacher? 

Hon Peter Collier: Oh yes. 

Hon KEN TRAVERS: This one I am sure the Leader of the House will remember: their maximum rate? I will 
give him a clue. It is very, very similar to WA. 

Hon Peter Collier: No, because it will be in Hansard. I will be made to look like an idiot! 

Hon KEN TRAVERS: Can I say, Leader of the House — 

Hon Peter Collier: Not that that is necessarily difficult! 

Hon KEN TRAVERS: With all due respect, Leader of the House, I think that is too late! Come on, have 
a guess. Have a stab. It is very similar to WA. 

Hon Peter Collier: I am enthralled in the information you are providing. 

The ACTING PRESIDENT (Hon Brian Ellis): Order, members! This is not a question and answer session. 
We are dealing with the Taxation Legislation Amendment Bill 2015 and Hon Ken Travers has the call. 

Hon KEN TRAVERS: No point in googling it, Leader of the House. Does the Leader of the House know what 
the rate is in WA? 

Hon Peter Collier: I do not know. 

Hon KEN TRAVERS: It is 5.5 per cent. 

Hon Peter Collier: Sorry; I knew it was. I thought you meant the Northern Territory. 

Hon KEN TRAVERS: If the Leader of the House had let the minister representing the — 
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Hon Peter Collier: I thought we were still talking about the Northern Territory. 

Hon KEN TRAVERS: Maybe the Leader of the House should hand over the portfolio to the minister 
representing the Treasurer. 

Hon Helen Morton: I do not want it! 

Hon KEN TRAVERS: This is one of the things I have always found interesting about the split of the portfolios 
in Western Australia. The taxing measures are taken away from the Treasurer, yet it is really a key economic 
instrument of the Treasurer. I am not surprised that the minister representing the Treasurer is aware of this. 
I would have thought a Treasurer, or anyone representing them, would be across this sort of detail because of its 
importance to the WA economy. It might be fair to say that the national average payroll tax exemption threshold 
is $1 million but that gives an indication of the immense diversity and application of rates around the nation. 
I suspect that some companies make decisions about where they will employ and place people. Again, there are 
rules around capturing people. Even if a Western Australian-based company employs people in other states, it 
will still pay payroll tax based on the national payroll. I am sure that must have some impact on where 
companies base themselves. If a company has a couple of people in WA and a couple of people on the east coast, 
where it might potentially register its company would be very much dependent on these income tax rules. There 
is a real issue around tax competitiveness between the states. 
One of the things that I am fascinated with is what work, modelling or examination the government did before 
bringing this latest bill into the house about what impact it may have on our tax competitiveness around the 
country. 
Hon Mark Lewis interjected. 
Hon KEN TRAVERS: Absolutely. Looking at those rates, the most logical place to get a post-office box would 
be the ACT. If a business created a post-office box in the ACT but it is not really there—it purely did it for the 
purpose of arguing that its head office is there—absolutely, that would be an evasion of tax. Then we have the 
whole issue of compliance officers and the cost of that. The honourable member is absolutely right. 
A company employing 10 or 15 people may be considering whether it should employ them in WA or employ 
a component of its workforce in Canberra. By employing a component of its workforce in Canberra, it 
legitimately argues that the company is based in Canberra but operates in WA. What does that do for WA? It has 
a very negative effect on WA because it means that jobs that would be available in WA are being exported. We 
would think that before we brought in a measure that will increase the burden on a Western Australian company 
to pay more tax, we would look at the likely impact that that might have on employment out of 
Western Australia to those other states, or territories in this particular case. 
[Leave granted for the member’s speech to be continued at a later stage of the sitting.] 

HON SAMANTHA ROWE (East Metropolitan) [3.04 pm]: I rise this afternoon to make my contribution to 
the Taxation Legislation Amendment Bill 2015. As we know, the bill primarily seeks to change the Payroll Tax 
Assessment Act 2002, the Duties Act 2008 and the Land Tax Assessment Act 2002. The changes that are being 
brought about have to be understood in the context of where we are with the state of the budget and the 
economy. We have seen state debt blow out to record high levels and we have seen the loss of the AAA credit 
rating. The second reading speech states very clearly — 

The state’s finances are facing very challenging fiscal conditions. The revenue outlook is being affected 
by slower growth in the state’s tax base as the economy transitions from growth driven by business 
investment to export-driven growth, and reductions in goods and services tax revenue. More recently, 
there has been a dramatic reduction in iron ore and oil prices, which is having a substantial impact on 
Western Australia’s mining revenue. 

Did we not see this coming? Could we not foresee what was going to happen in the mining industry and in the 
resource sector? At some point there would be a slowdown in this area. One would expect a government to be 
able to plan for this and to see it on the cards, really. 
The second reading speech goes on to state — 

Under the proposed arrangement, the benefit of the tax-free threshold for employers or groups of 
employers in Australia with annual taxable wages between $800 000 and $7.5 million will gradually 
phase out. Large businesses with payrolls of $7.5 million or more will pay payroll tax on their entire 
payroll from 2015–16. The diminishing tax-free threshold is expected to raise approximately 
$397 million over three years. Approximately 17 000 employers will be affected by these amendments. 

Essentially, from our point of view, this just constitutes another tax grab by the state government. Obviously, this 
will have negative impacts on businesses in Western Australia, in particular small business. There are also the 
flow-on effects to families and individuals. Essentially, we are borrowing more money so that the government 
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can prop up the ever-increasing debt but also because it has put all its money into pet projects such as the new 
football stadium and Elizabeth Quay. On the other hand, a lot of Western Australians are struggling with the cost 
of living; primary schools, high schools and TAFEs are suffering from funding cuts; public services are being 
privatised; and, of course, the old favourite,—election promises are being broken time and again. It follows the 
2013 election campaign, during which the government assured Western Australia that its promises and 
infrastructure projects and commitments were fully funded and fully costed. The government is now looking to 
continue its agenda of privatisation and force Western Australians to pay higher fees and charges in order to 
balance the books because it mismanaged the state’s finances. This comes in spite of the record revenues we 
have seen in WA. It is purely a result of the government’s reckless spending. 

The Liberal government took to the election a commitment that if it was re-elected, it would increase the payroll 
tax threshold. I would like to quote from “The Liberals’ Small Business Policy”. Page 3, under the heading 
“Tax Relief for Small Business”, states — 

If re-elected the Liberals will: 

• Reform the payroll tax system, raising the payroll tax threshold to $800,000 in 2014–15 
and then $850,000 in 2016–17 

The Liberals are committed to lifting the tax burden on Western Australian businesses to free up funds 
that can be better used to invest, expand, employ and innovate. 

Of course, we now know that that is not the case and that it was never the government’s plan. The policy 
continues — 

Building on the Liberals’ 2008 election commitment to provide $250 million in tax relief to small and 
medium business, the Liberals will provide further support for Western Australian businesses by raising 
the payroll tax threshold from the current $750,000 to $850,000 during the next term of Government. 

This action represents the first step in reform of the payroll tax system, with measures will be delivered 
in two stages, with the threshold to be increased to $800,000 in 2014–15 and then further increase to 
$850,000 in 2016–17. This decision by the Liberals will see more than 16,000 employers save 
$121 million, recognising the hard work and risks taken by business owners, and their crucial role in 
providing employment to Western Australians 

A Liberal Government will continue to grow the State’s economy for the benefit of all 
Western  \Australians and the reduction in the payroll tax threshold is an important measure in ensuring 
Western Australia remains the most attractive State for business. 

Clearly, that is not the case. The Taxation Legislation Amendment Bill will have quite a negative impact on 
Western Australian businesses, particularly small businesses. The thing that really annoys not only the 
opposition, but also many Western Australians is that the Liberal Party is happy to make promises and 
commitments prior to a state election in the hope of being re-elected, but once re-elected, it is happy to brush or 
wipe its hands of its commitments. As Hon Amber-Jade Sanderson pointed out, it is more of a slogan, not 
a promise or a commitment. We are not the only ones who think that this is poor policy. The Chamber of 
Commerce and Industry of Western Australia has responded to this policy. I will refer to some of its comments, 
which are interesting given the relationship that the Liberal Party likes to think it has with the business 
community. I refer to an article in The West Australian of 23 December 2014 by Gareth Parker headed 
“Tax slug as Budget plunges into red”. The article reads — 

Seventeen-thousand WA businesses will be slugged an extra $481 million in payroll tax over the next 
three years as the Barnett government tries to plug a gaping royalty revenue hole that has sent the 
State Budget plunging to a record deficit. 

The article includes comments by the Chamber of Commerce and Industry’s chief economist, John Nicolaou, 
who said — 

… the changes would hurt small and medium-sized businesses and further harm business confidence, 
without making much difference to the State’s bottom line. 

“It’s a tax on growth and really it’s a tax on small business overall,” he said. 

Those are interesting comments, particularly the one about the increase in payroll tax not having much impact on 
the state’s bottom line. If that is the case—I do not know whether that will be the case, because I am not an 
economist by trade—why is the government doing this to small business and the business sector in 
Western Australia at a time when consumer confidence is down and unemployment is on the rise? Many people 
find themselves out of work due to the downturn in the mining and resources sector. For many of those people, 
the natural transition would be to go into small business, but that will not be easy now that small business is 
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faced with this policy. I want to refer to some further comments that the chief economist from the CCI, 
John Nicolaou, has made. An ABC News online article on 22 December 2014 states — 

The state’s peak business lobby said delaying the increase in the payroll tax threshold would likely 
delay hiring and investment plans. 

The Chamber of Commerce and Industry urged the Government to cut inefficient spending instead of 
taxing business to get back to surplus. 

“Increasing the payroll tax burden is not the right move to address the issues with the budget,” CCI 
chief economist John Nicolaou said. 

He said business confidence was already low and “this tax hike adds further to costs and may lead to 
businesses further trimming their investment pipelines and scaling back their hiring intentions”. 

That is what I was referring to before. We on this side of the house are concerned that small businesses will not 
be in a position to hire extra staff and, further, they might be forced to look at reducing the number of staff they 
already have. Government actions such as these do not encourage employers to employ more staff. The business 
community is being punished for having more employees. The policy assumes that businesses with a lot of staff 
are making a lot of money, but that is not necessarily the case. I have talked with members of the business 
community in my electorate, the East Metropolitan Region, and they are concerned about declining employment 
and businesses struggling with higher costs and that we are getting ourselves into a situation in which there could 
be widespread unemployment and a breakdown of communities as a result. Quite a number of high-profile 
businesses in the Belmont area have had to close up shop. It would come as no surprise to any member in this 
chamber that businesses are struggling and that it is a really tough time out there at the moment. I do not think 
that this tax grab by the state government will help that situation or ease the burden on Western Australian 
businesses. As I said before, it is an unusual move by a Liberal government, which is usually a friend of 
business. That certainly does not seem to be the case with this policy. 

Hon Darren West: With friends like that, you don’t need enemies, do you? 

Hon SAMANTHA ROWE: Hon Darren West is quite right! It is a real turnaround to see the Liberal Party 
behave this way towards small business. I am sure that many in the businesses community are wondering what 
they did wrong to deserve this bill and this policy that the Liberal government has put forward. This legislation is 
further evidence that the Barnett Liberal government cannot effectively manage the state’s finances and 
economy. It has been forced to resort to these cash grabs. It is the vulnerable people in our community who will 
end up paying for this. Because the government is unable to manage its finances, those who are in no position at 
all to prop up the government’s mismanagement will end up paying for it. They are the ones who will be left 
holding the bag. I do not think it comes as any surprise to anyone on this side of the house that the 
Barnett government has a real spending problem. The revenue simply has been unable to keep up with the 
spending of the Barnett Liberal government. 

I want to note a media release that was put out by our shadow Treasurer, Ben Wyatt, on 10 April 2015. He 
states — 

The spectacle of the WA Treasurer thrashing around in the media looking to blame everyone other than 
his Government for the financial mess that he has created has been fascinating to watch, 
Shadow Treasurer Ben Wyatt said today. 

“I do feel for Mr Nahan,” Mr Wyatt said. 

“Having spent a career talking about financial management, it must be enormously embarrassing for 
him, now that he is in the hot seat, to preside over a comprehensive trashing of Western Australia’s 
finances. 

“This has always been the problem of the Barnett Government, they have spent the revenue they wished 
they had, rather than the revenue that they actually had. 

“And the fact is, despite the plummeting return of our GST, the Barnett Government has presided over 
enormous revenue growth. When Mr Barnett became Premier, the State had revenue of $19.2billion. 
This year, even with the reduction in the iron ore price, we can expect revenue of just over $27billion. 
A 40 per cent growth in revenue, in just seven years, is strong revenue growth by any measure. 

“Further, as was pointed out by the Grattan Institute in its 2014 report ‘Budget Pressures on Australian 
Governments’, in the 2013/14 financial year Western Australia collected more revenue per person than 
any other State in the nation. The Barnett Government enjoyed a massive $2000 per person more than 
either NSW or Victoria. 
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“So, despite record revenues, Mr Barnett and his seven Treasurers have lost the State’s AAA credit 
rating, will plunge the State into its first deficit in 15 years and, despite Mr Barnett stating that net debt 
would not exceed $20billion, our net debt is now expected to be $25.3billion in 2014/15 and surging to 
$30.8billion by 2017/18. 

“The reality is that, like the Barnett Government’s seven Treasurers, there has never been a consistent 
hand on the financial tiller of WA. Never a consistent financial plan. The closest we came was 
Mr Barnett stating in 2010/11 that net debt would not exceed $20billion. 

We have seen what has happened. It is a disgrace that we have the biggest deficit in Western Australia’s history, 
despite record revenue windfalls. Mr Barnett’s bigger picture, in reality, is just bigger debt, bigger deficits and 
bigger taxes. 

I would like to make some observations about how this bad policy will impact on the cost of living of some of 
the most vulnerable people in WA and the struggles that many families and individuals find themselves facing. 
There would be people who ask, “What does it mean to lose the AAA credit rating? How does that affect me 
personally? We have debt levels of X billion dollars, but how does that affect me personally?” I think that people 
do not realise that when the state loses the AAA credit rating and it has a record level of debt and it is paying 
interest on that debt, other things will suffer, whether it be public services, education or health—you name it. 
Someone has to pay for it, and more often than not some of the most vulnerable in our community end up 
wearing that cost. I believe that the state Liberal government — 

Hon Darren West: And the Nationals. 

Hon SAMANTHA ROWE: — and the Nationals have the wrong priorities. Thank you, Hon Darren West. 
In my opinion, the government has the wrong priorities. It has spent a lot of money on pet projects and 
monuments, whether that be the new football stadium, Elizabeth Quay — 

Hon Alanna Clohesy: Betty’s jetty. 

Hon SAMANTHA ROWE: Yes; Betty’s jetty. But we are not helping those who are struggling with the cost of 
living. It comes down to a whole range of factors, which I will go through. I would like to share with the house 
a very interesting table on the different increases in the cost of living since the Barnett Liberal government has 
been in power. We heard during the election campaign that there would not be any increases in electricity and 
utility prices et cetera, but that has not been the case. I refer to a series of tables in this document entitled 
“Cost of Living Increases under the Barnett Government”. The first table shows the increases in electricity 
prices. In 2008, electricity cost roughly $963. In 2009–10, electricity prices increased by a whopping 
32.53 per cent; in 2010–11, they increased by 13.02 per cent; in 2011–12, they increased by five per cent; in 
2012–13, they increased by a further 3.49 per cent; in 2013–14, they increased by a further four per cent; and in 
2014–15, they increased by 4.5 per cent. Over six years, there has been an increase of 76.96 per cent in 
electricity prices. In 2008, people may have been paying $963, but today they are paying an extra $741. That is 
a massive increase for a lot of individuals and families who are living on a fixed income. I know that is certainly 
the case for many constituents in my electorate who are forced to live on a fixed income. Asking them to find 
extra money to pay for increases in electricity prices and other utility charges is a really big ask, when people are 
already struggling to manage their finances on a day-to-day basis. 

I refer to the second table in this document. I thought that the increases in electricity prices were high, but the 
increases in water prices over the past seven years have been even higher. In 2007–08, water cost roughly $365. 
In 2008–09, water prices increased by 9.7 per cent; in 2009–10, they increased by 10 per cent; in 2010–11, they 
increased by a further 16.55 per cent—and it goes on and on. Over seven years, water prices increased by 
90 per cent. 

Hon Jim Chown: But it’s still the cheapest water in Australia. 

Hon SAMANTHA ROWE: Is that what the member would like to tell my constituents who are not able to pay 
their water and electricity bills? 

Hon Jim Chown: I am just saying that it is still the cheapest water in the nation. 

Hon SAMANTHA ROWE: That does not make it right. 

Hon Sue Ellery interjected. 

Hon SAMANTHA ROWE: Hon Sue Ellery just made a very funny remark. Hon Jim Chown, it does not matter. 
If a member goes to an election saying that he will not increase utility prices above the consumer price index and 
then does the exact opposite, that does not sit well with people. A person cannot promise one thing to get  
re-elected and then change their mind once they have been re-elected. 
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Hon Jim Chown: Fiscal realities come into the situation, and the Labor Party — 

Several members interjected. 

The ACTING PRESIDENT: Order! Hon Jim Chown, the Deputy President has already said it once today that 
when the person sitting in this Chair says “order”, it is not an invitation to continue to interject. The same goes 
for all members of the chamber. 

Hon SAMANTHA ROWE: I am sure that if the honourable member wants to make some comments he will 
rise to his feet and give us his version of this bill. 

Hon Kate Doust: I doubt it. 

Hon SAMANTHA ROWE: We can live in hope. It is not just utility prices that have increased for people in this 
state. Many people are also struggling to pay rent because housing has become, as we all know, incredibly 
unaffordable, especially for the most vulnerable in our state. An article from ABC News dated 30 April this year 
is titled — 

Affordable housing system ‘broken’ as more Australians struggle to pay rent than ever before, 
Anglicare says 

It states — 

The organisation’s annual Rental Affordability Snapshot showed a severe shortage of affordable rental 
housing with low income Australians being hit the hardest. 

Anglicare’s executive director, Kasy Chambers, said more properties were surveyed this year than ever 
before. 

“More than 65,000 properties— 

Were surveyed — 

[For] a single person in receipt of the minimum wage, only 2.3 per cent of those properties were 
available,” Ms Chambers said. 

The survey used a 30 per cent benchmark to determine housing affordability. 

If a household was paying more than that in rent, it was considered to be under stress. 

This year’s snapshot found more than 12 per cent of all Australian households are in that category and 
a further 6 per cent are in severe housing stress where paying the rent meant having to cut back on other 
basic expenses — sometimes even food. 

In all, Anglicare said 1.6 million Australians struggled to pay the rent last year. 

I find it really hard to swallow that this state had record levels of revenue, but is now in a position where people 
are unable to afford rent, electricity and water bills, and have to forgo basic things such as food—they have to 
decide whether they will have lunch or dinner. At what point did the government think that maybe there was 
a problem if people are not able to pay their utility bills and are being laid off from positions in the mining and 
resource sector? People are now unable to pay their rent. We find that it is often young people and single-parent 
families who really struggle with these costs of living, but it is also common among seniors. I have seen it a lot 
in my electorate where seniors are living on a fixed income. The decisions about how they will pay their rent and 
all the other expenses has become incredibly stressful for them. I am sure that many members have faced same 
situation in their own electorates where their constituents are in a dire situation. Some seniors in rental properties 
are concerned that if they complain, they will be either kicked out or the rent will be increased. A study was done 
in WA by the Australian Ageing Agenda in November 2014 titled, “Seniors who rent living in fear: report”. 
It states — 

Seniors living in rental accommodation are often afraid to ask for repairs to be done for fear of rent rises 
or eviction, according to new research that has found bullying of older tenants by landlords and 
management is rife. 

The most vulnerable seniors, those who are homeless or living in boarding and lodging accommodation, 
have little or no legal protection and yet their numbers are growing, according to the report on security 
of tenure for seniors in Western Australia, which was launched on Monday. 

This research was carried out by the Faculty of Law at the University of Western Australia. It is pretty 
concerning to have a situation such as this in this state. Not so long ago, the state government slashed the annual 
seniors cost-of-living rebate in half, which had an incredibly negative impact on a lot of people in my 
electorate—I am sure that it happened in the electorates of other members as well. In relation to the cost of living 
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and how that impacts everyone across the state, a report dated 31 July, 2014 by Choice and headed, 
“WA consumer report reveals cost of living squeeze” states — 

42% of WA consumers have cut-back essentials 

Choice has released a new report on Western Australian consumers’ cost-of-living concerns, revealing 
an anxious picture of the State’s households. 

The survey of over 400 WA residents found that in the face of rising bills over the last year, 42 per cent 
reported cutting back on essential spending and 64 per cent on non-essentials. More than half of those 
surveyed put entertainment (55 per cent) and clothing (51 per cent) at the top of the list of household cuts. 

“Almost one-in-three respondents told us they find it difficult to get by on their current income, with 
one-in-five saying they have scraped through to payday by living off credit,” … 

“This reveals some genuine issues with cost-of-living in WA, which is perhaps not surprising at a time 
when inflation is outstripping sluggish wages growth and local retail sales are fragile,” Mr Kirkland 
says. 

The Choice Cost of Living Report shows the squeeze is hardest on low-income WA households, renters 
and parents with school-aged children. Fuel and electricity top the list of WA household expense 
concerns, both at 83 per cent, with food and groceries close behind at 80 per cent. 

… 

Choice says that in the midst of ongoing concern around housing affordability, renters are doing it 
particularly tough. 

It is fair to say that the cost of living is an incredibly important issue for WA at the moment. It is something that 
should be at the forefront of member’s minds. When we plan for WA’s future and for the future of the economy, 
we must take into account these issues and make sure we develop a policy that will protect the most vulnerable 
in our community and not make it harder for them. 

I would like to make reference to the Western Australian Council of Social Service’s “2014 Cost of Living 
Report”. On page 3 it states — 

According to recent figures, Western Australia has the second highest rate of income inequality of any 
state in Australia … In early 2014 the Bankwest Curtin Economics Centre reported: 

Over the last six years, [Western Australia] incomes have outpaced national averages, even when 
accounting for taxes and household size…However, income growth across the boom period has seen 
income inequality increase significantly, as the richer households sprint away from the rest of the 
distribution. The boom may be benefiting many households, with rising employment participation, 
decreasing unemployment and generally higher incomes, but the poorest households in WA are being 
left behind. This does not mean that the boom is not being shared, but rather it is being shared too 
unequally. 

Low-income households are falling behind all others at a faster rate in WA than Australia, which raises 
concerns about those living in these households and the decreasing standard of living that they are 
likely to be experiencing relative to the rest of WA’s population. 

The report continues, further along — 

Previous WACOSS Cost of Living reports have demonstrated how those on low and fixed incomes 
were increasingly left behind during the sustained period of WA’s economic boom. This report 
documents the extent to which these households have failed as yet to catch up in any meaningful way as 
economic condition have cooled, leaving their circumstances largely unchanged. 

Not only does this growing inequality have dire consequences for those left further behind, it is also 
likely to act as a drag on growth and affect the well-being of the whole of the Western Australian 
community in the longer term. There is a significant body of evidence which demonstrates that lower 
levels of inequality within a society deliver stronger economic growth and improved social outcomes. 
As the International Monetary Fund’s (IMF) Research Department wrote in a research paper launched 
February 2014: 

It would still be a mistake to focus on [economic] growth and let inequality take care of itself, 
not only because inequality may be ethically undesirable but also because the resulting growth 
may be low and unsustainable. 
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As I said before, I think it is really important that the government, when developing policies, takes into account 
factors other than the need to prop up its budget. It is almost as if the government makes these decisions in 
isolation because we have the left hand spending out of control while the right hand takes away. 

I turn now to the current state of employment and the fact that Western Australia’s unemployment figures 
recently blew out to six per cent, up from 5.3 per cent. That actually defies a national downward trend in 
unemployment. This is in part due to falling business confidence. Of course, it is not surprising to see business 
confidence falling, particularly given the new policy announced by this government. The Chamber of Commerce 
and Industry of Western Australia has commented on the state of consumer confidence in Western Australia, and 
I refer now to an article that appeared in PerthNow on 18 April 2015 titled, “Consumer confidence hits 5-year 
low: Chamber of Commerce survey”. It reads — 

CONSUMER confidence in WA has hit a five-year low, according to a survey from the state’s 
peak business group. 
The WA Chamber of Commerce and Industry survey found West Australians were increasingly 
pessimistic about the economy, with one in five saying their ability to find work had declined over the 
past year. 

It revealed consumer confidence in WA had hit its lowest recorded level since the survey started 
five years ago. 

The high cost of living was the “number one factor weighing on the minds of WA consumers”. 

We have a situation in which there is high unemployment and consumer confidence is down, and we now have 
a bill before us that is going to put extra pressure on businesses in Western Australia, particularly small 
businesses. 

We hear about large job losses in the mining sector and, of course, that has repercussions for other industries and 
sectors also. We are not faced with the same economic and employment opportunities of, say, 10 years ago, and 
we need to look at ways to diversify our economy, and put plans and policies in place to ensure that WA has 
strong long-term employment prospects. I would like to touch on the importance of that. 

With unemployment across the state hitting the highest levels in a very long time, we have to look at ways to 
effectively manage unemployment. Where are people going to find these new opportunities? If they have been 
working in the mining and resources industries for 20, 30 or 40 years, what are we going to do to ensure that 
they have employment opportunities now that they have lost their jobs as a result of the slowdown in that sector? 
We need to make sure that TAFE courses are available to them, obviously, and that they are affordable. We 
know that at the moment they are not affordable for a lot of people; we have seen increases in fees of 
500 per cent and higher. We also need to look beyond that. Yes, we should be making sure that people have the 
opportunity to retrain and reskill so that they can re-enter the workforce, but it is more than that. If someone has 
been doing a particular specific job for 20 or 30 years, it will not be that easy for them to turn around and reskill 
by going to TAFE and then in six or 12 months acquire a new skill and re-enter the workforce. I believe it is 
a long-term process that we should already have planned for so that when this economic slowdown inevitably 
arrived, we could have been ready for it. 

The regions are doing it particularly tough in the changed economic landscape. The mayor of Karratha, for 
example, has been quite vocal in saying that there is a really down-and-out attitude up there and that a lot of 
people have been forced to relocate. They have to make that big move because there are no longer work 
opportunities up there, so they have had to move their families down to the city and relocate their children into 
new schools, and that causes a lot of stress for people. 

In an article that appeared on the ABC News website on 27 March 2015, the mayor of Karratha, Peter Long, was 
quoted as saying — 

“People that have been here a long time have to leave town, I think they’ve been given two months and 
they have to uproot themselves, take their children out of school and go somewhere else looking for 
a job. 

“People are depressed, it’s really tough.” 

I think this is a sad situation to find ourselves in. It is not good enough for a government to go on a spending 
spree and run up state debt to record highs, lose our AAA credit rating, and have no plan in place for the state of 
our economy. Given that we have this level of unemployment and that consumer confidence is at such an all-
time low that even the business community and the CCI are coming out to say it is a bad policy decision, it is 
crystal clear that this government should be doing more.  
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HON ALANNA CLOHESY (East Metropolitan) [3.49 pm]: I, too, rise to make a brief contribution to the 
debate on this Taxation Legislation Amendment Bill 2015. I guess what interested me was that the bill seemed 
very familiar to me when I looked at it in the first instance. I thought, “I’ve been here for only a relatively short 
period but this looks incredibly familiar.” Not having a very good memory of things I have spoken on in the past, 
I checked and found that we had debated the Revenue Laws Amendment Bill 2014, a little less than 12 months 
ago, in which the three acts referred to in this bill were amended. I think that is quite extraordinary. We were 
amending these acts less than 12 months ago and now we are amending them again for pretty much the same 
reason. This bill amends the Pay-roll Tax Assessment Act 2002, the Duties Act 2008 and the 
Land Tax Assessment Act 2002. It is interesting that we are here looking at these acts once more when a lot of 
the amendments could have been taken into account the last time we amended these acts with the Revenue Laws 
Amendment Bill 2014. However, some of them might not have, and I will get to that, particularly around the 
changes to the duties tax, a bit later. 

I will talk in particular about the Pay-roll Tax Assessment Act amendments. We know that this amendment is to 
introduce a diminishing payroll tax exemption threshold. Last time we dealt with payroll tax we lifted the 
threshold. One of the major concerns I have is: why? The explanatory memorandum indicates that it is a savings 
measure and that the amendments to the payroll tax legislation will save about $397 million. It is, of course, 
a tax, a revenue measure. It will amend the payroll tax scale, which will increase taxes on businesses. My second 
question is: why now? It is particularly interesting given that the budget will be brought down next week. 
I understand the announcement about these changes to the Pay-roll Tax Assessment Act was made in the context 
of the Government Mid-year Financial Projections Statement. I know that was done in the context of, and to 
identify further, so-called savings because the Barnett government’s budget had blown out. As we have talked 
about extensively today, it has blown out partly due to poor projections of the iron ore price. Almost every 
business commentator has explained that iron ore prices would go down quite significantly and demand would 
decrease as production in China came offline. We have talked extensively about that in this chamber today. 
However, it does not hurt to repeat that because the government could have foreseen those changes in iron ore 
prices. In fact, within the budget, it changed in part its estimates of iron ore prices and did so again 
last December. However, the government was overestimating iron ore prices, and the way in which it calculated 
them changed also. That all meant that more savings had to be found in the Government Mid-year Financial 
Projections Statement. The business community was not told about this; it was not invited to comment on this. In 
fact, when we looked at the detail of the payroll tax changes, one of the questions was: who was consulted on the 
changes to this legislation? No-one was consulted. Obviously, it came as a bit of a surprise to lots of people 
when the Government Mid-year Financial Projections Statement came out, to learn that business would cop 
another payroll tax slug. 

As we know, the last changes lifted the payroll tax threshold from $750 000 to $850 000 and this legislation will 
introduce a sliding scale. It was one of the major revenue measures identified in the Government Mid-year 
Financial Projections Statement released in December last year, as were interim dividends for energy utilities. 
Other measures included some fairly significant public sector reforms, including the workforce renewal policy 
that, as I understand it, means that when a public sector employee leaves an organisation, it can employ less than 
half that employee—not in a physical sense, but in a financial sense. I understand that probably throughout the 
budget, we will have an opportunity to talk at length about the workforce renewal policy. Suffice to say, it is 
a fairly significant change that will have a very dramatic effect on the public sector, particularly on the number 
of employees who might think about leaving, but not leave the public sector because of the impact that will have 
on their work mates. It will also add to the hollowing out of the public sector. That hollowing out has occurred 
already through efficiency dividends and through productivity savings. Quite important parts of the public sector 
are having a lot of difficulty trying to perform the ordinary tasks they are required to do under their various 
legislation because they are so short staffed. 

We see the impact of that daily in some of the service delivery agencies, particularly those that deal with the 
public, such as government licensing centres. People could wait anything from half an hour to more than an hour 
just to be seen at the counter. Heaven forbid if people try to phone through to the licensing centre. Often people 
phoning in will be dumped because there are too many calls; the system cannot take any more calls and people 
are asked to ring back later. That is not acceptable for the type and quality of services that the 
Western Australian public has come to expect. All this, of course, occurs in darkness, if you like. We are not told 
these types of services will be impacted by the public sector reforms. We are not told that the impact of 
a workforce renewal policy or of efficiency dividends will be a diminution in services. We just experience it day 
after day as we try to go about our ordinary business. The lives of Western Australian families become quite 
disrupted. For example, if a person went into a licensing centre to simply change their driver’s licence details 
and was not aware that this was happening, they would come away very frustrated. If that person had thought to 
phone ahead—it is very difficult to make a phone call at work—they will soon find they have a long wait ahead. 
That is just a snapshot of how efficiency dividends and other cuts to the public sector impact on service delivery. 
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Another change of impact on service delivery is that workers are being asked to do more. Particularly in the care 
industry, workers take on a lot more because they care about their clients and they care that they need to be 
looked after. That is certainly the case for workers at the Department for Child Protection and Family Support; 
they are being asked to do a lot more with a lot less. That is borne out by the increasing caseload but it is also 
borne out by the length of time that staff have to spend with individual cases. It will be very interesting when the 
budget comes down next week to see the total number of staff that that department will be funded for. 
Hon Stephen Dawson: Did the member see the Treasurer’s comments this week that it looks like they are set for 
the chopping block? 
Hon ALANNA CLOHESY: It certainly looks like it will lose another seven per cent. 

Hon Stephen Dawson: It is unsustainable. 

Hon Helen Morton: McGowan made a really silly comment that there had not been any growth since 2008. 
There has been massive growth. 
Hon Sally Talbot: Who made the comment? 

Hon HELEN MORTON: The Leader of the Opposition. 

The ACTING PRESIDENT (Hon Liz Behjat): Order! Hon Alanna Clohesy has the call. 
Hon ALANNA CLOHESY: Let us get back to some of the midyear review revenue and savings measures that 
were announced in December last year. That is where this payroll tax change has its genesis. Other savings 
measures announced include targeted voluntary separation schemes; 1 500 public sector employees are being 
targeted for voluntary separation. We also have anecdotal evidence that it is not just voluntary separation that 
public sector employees are now experiencing; there is strong encouragement for public sector employees to take 
voluntary and involuntary redundancies. Further efficiency dividends were announced in the midyear review last 
December—another one per cent efficiency dividend. We have already talked about the impact of efficiency 
dividends more generally across the public sector. Another one per cent seems like a really small figure, but of 
course when agencies have been coping with efficiency dividend after efficiency dividend over a number of 
years, another one per cent is really an incredible thing to deal with. It will not only increase the workloads of 
people who are already overstretched, it will have a much more significant impact on service provision. 
There is a 15 per cent procurement reduction and a 15 per cent road maintenance reduction. I will talk about that 
in more detail a little later. The impact of the road maintenance reduction on productivity will be quite 
significant. It is a fairly short-sighted savings measure to reduce road maintenance when Western Australians are 
already experiencing severe congestion on the roads and all of the impacts that that has. There is a 10 per cent 
operating subsidy reduction and agency expenditure reviews. Agency expenditure reviews are the fear of most 
public sector employees; most are already giving much more than any employee should be asked to give. 
Back to the payroll tax component of the Government Mid-year Financial Projections Statement: we know that 
a diminishing scale has been introduced. Let us look at who will be impacted by that. First, I will look at the 
scale. On a current payroll of $800 000, the payroll tax payable is zero, but from 2015–16 the scale kicks in. 
A small business with a payroll of $1 million currently pays $1 000 in payroll tax. That payroll tax will increase 
to $1 313. That might not sound like a lot, but $1 313 to any small business is a significant amount, particularly 
when it is probably experiencing a downturn in its income anyway. Particular types of businesses are already 
experiencing the economic downturn in a disproportionate way. 
A small business with a payroll of $4 million will pay an extra $21 015 in payroll tax, on top of $176 000. From 
$1 million through to $7.5 million, that is an 11.9 per cent increase. For businesses with payrolls from $1 million 
through to $7.5 million, the difference will be 11.9 per cent. For businesses with payrolls up to $8 million, that 
reduces—the difference will be 11.1 per cent. For businesses with payrolls of $9 million, the difference will be 
9.8 per cent. For businesses with payrolls of $10 million, the difference will be 8.7 per cent. I cannot see 
anywhere in the explanatory memorandum or in the second reading speech the rationale for the taper. For 
businesses with payrolls of $10 million or more, why is the difference only 8.7 per cent whereas for smaller 
businesses, with payrolls of $1 million, the difference is 11.9 per cent? Of course the difference increases in the 
2016–17 financial year. For most businesses with payrolls between $1 million and $7.5 million, payroll tax will 
go from 11.9 per cent to 12.8 per cent.  

We are told that there will be savings of about $397 million in the first year of this tax; that is, $397 million of 
increased revenue from small business. Let us see how businesses will be affected by this tax. According to the 
Australian Bureau of Statistics’ 2011 census, there were 37 142 small businesses in the East Metropolitan 
Region. The definition of “small business” relates to the number of staff as distinct from payroll. I am aware that 
there are many different types of definitions but for the purposes of the ABS, it relates to staff. This means that 
95 per cent of all businesses in the East Metropolitan Region are classified as small. That ranges from businesses 
with five to 19 staff to businesses with one to four staff and non-employing businesses. So 95 per cent of all 
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businesses are classified as small. The Bayswater, Embleton and Bedford area has the biggest number of small 
businesses in the East Metropolitan Region. The largest business type in the East Metropolitan Region is 
construction. The census showed that there are 8 103 construction businesses in the region. It seems to me that 
construction businesses are already under pressure. An increase in payroll tax will only put those businesses 
under even more pressure. The area within the East Metropolitan Region with the biggest number of 
manufacturing small businesses is Malaga. Malaga is already under pressure. It is a light industrial area but it 
also has a significant population around it. There have been significant layoffs in the manufacturing industry, 
particularly those industries that provide parts for assisting in the construction of mines and also parts for large 
trucks and other mining equipment. They are under significant pressure now and, with an increase in payroll tax, 
will be under further pressure. That is just a snapshot of the East Metropolitan Region, showing the number and 
type of small businesses that will be affected. 
I will provide another example. A small business that I am very familiar with in Mt Lawley with a payroll of just 
over $1 million will find it difficult to meet an increase in payroll tax because it is already finding it difficult to 
pay the wages of staff due to the downturn in the economy. It is not getting the type and number of business that 
it was previously. It is also facing a significant increase in other costs associated with the business. It not only 
has seen an increase in payroll tax and a downturn in the economy, but also is facing significant increases in the 
cost of doing business. For instance, the cost of electricity has increased over the last five years by 69.7 per cent. 
Over the last five years this business has not only seen a significant downturn in the number of patrons that come 
through its door, but also experienced a significant increase in the cost of doing business. Now it is about to get 
slugged a further 11.8 per cent in payroll tax. That seems to be incredibly unfair at a really difficult time. 

Debate interrupted, pursuant to standing orders. 

[Continued on page 3319.] 

Sitting suspended from 4.15 to 4.30 pm 
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