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

The Deputy Chair of Committees (Hon Dr Steve Thomas) in the chair; Hon Stephen Dawson (Minister for Environment) 
in charge of the bill. 
Clause 1: Short title — 
Hon AARON STONEHOUSE: There are a couple of issues that I hope the minister might be able to address for 
me. During estimates hearings and a briefing I had with the Under Treasurer and Treasurer, I inquired with the 
Under Treasurer about the impact of the payroll tax increase. I was told during estimate hearings that an impact 
statement, study or report had been conducted by Treasury. When I asked the Under Treasurer to provide those 
figures, he did not give them to me; instead, he said that he predicted the impact would be minimal. Does the 
minister have any information that he could provide to me on the impact of the payroll tax increase? The 
Under Treasurer confirmed that a study was conducted into the impact on employment and business investment in 
the state. I concede that those impacts may be small in the grand scheme of things, but there must be some figures 
somewhere. I hope the minister can provide those to the chamber. 
Hon STEPHEN DAWSON: Treasury did not undertake any detailed modelling of the economic or employment 
impact of the new payroll tax scale prior to it being announced in the 2017–18 state budget. However, Treasury 
did some analysis of the cost impact of the measure on individual employers and industry. I am advised that that 
informed the government’s consideration of the proposal. 
Hon AARON STONEHOUSE: The only measurement that Treasury has been able to provide us on the cost is the 
cost in payroll tax paid. No other cost is being measured. This place is considering this bill and weighing up the 
costs and benefits of increasing payroll tax, but we have been provided with very little information from the 
government. To compound that, we have also been given little justification for the need to raise this revenue, given 
that the government is continuing to increase the deficit and increase spending over time and has not undertaken 
any real effort to drastically reduce spending in its first budget. As I understand it, Treasury has no numbers, 
predictions, modelling or analysis of any jobs being lost as a result of this bill. Can the minister clarify that at least? 
Hon STEPHEN DAWSON: I will say again that no detailed modelling of the economic or employment impacts 
of the new payroll tax scale was undertaken. As I said, some analysis of the cost impact on individual employers 
was looked at. Perhaps the honourable member was out of the chamber on urgent parliamentary business when 
I provided my response to the second reading debate. I reminded members of this place about the changes since 
the Pre-election Financial Projections Statement earlier this year. Government revenue estimates have been 
revised down by a massive $5 billion over the 2016–17 to 2019–20 years. There have been significant writedowns 
and issues that the government has had to deal with. The $5 billion that we thought we had was no longer there. 
As part of that, we worked hard to mitigate the $5 billion worth of impacts through a $3.5 billion package of budget 
repair measures, and this is obviously one of those. 
Hon AARON STONEHOUSE: I am new to budgets, to how taxes pass through this place and to how Treasury 
operates. Can the minister tell me whether it is standard practice for Treasury to propose a revenue-raising measure 
and to conduct no detailed analysis of the impacts on the economy of that measure? Does Treasury come up with 
thought bubbles and put those through to cabinet or does it undertake a detailed analysis of every measure it 
proposes to the Premier, cabinet or wherever it goes? I ask the minister to clarify that for me. 

Hon STEPHEN DAWSON: For the member to suggest that this might be a thought bubble means that he is 
totally off track. As I said earlier, in this case, no detailed modelling was undertaken on the economic or 
employment impact of the new payroll tax scale. However, some analysis of the cost impact on individual 
employers and industries was undertaken and that informed the government’s consideration of the proposal. From 
time to time, different things are done on different bills. 

Hon AARON STONEHOUSE: With respect, some—“some” was the word I think the minister used—modelling 
was done on the cost to individual employers. That does not give us any indication of how many jobs this measure 
might cost. We could argue the costs and benefits of this measure and the minister can mention the writedown in 
revenue that the government faces, which is no doubt a difficult situation that the Treasurer has been put in, but 
we are not able to accurately measure the true cost of this measure on employment and business investment in this 
state. I am sure other members have mentioned that it is not just the impact on direct employment; it is also about 
investment and projects getting off the ground in the first place, as people look at different jurisdictions in Australia 
in which they might decide to invest their money. Without being able to understand the true cost, I am having 
trouble making any kind of real judgement of the efficacy of this measure. Just so I have it right: Treasury does 
not always undertake detailed analysis of tax increases that it recommends? Is there any process that Treasury 
undergoes when deciding which tax increases are given detailed analysis and which tax increases are not given 
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detailed analysis? I am an amateur; I do not know how Treasury works. Surely, it has some internal process to 
decide what gets proper scrutiny and what does not get proper scrutiny. Could the minister speak to that? 

Hon STEPHEN DAWSON: First of all, the words used earlier were that Treasury provided some analysis—not 
some modelling—of the cost impact of the measure on individual employers and industries. I am advised that 
Treasury provides detailed analysis but it does not always provide economic modelling of the impacts of 
legislation. I will take the opportunity now to debunk the issue of the number of jobs that could be lost that people 
are throwing out there. I understand that the Chamber of Commerce and Industry of Western Australia had used 
a figure of about 5 000. It has gone down to 1 300 by other people. I am advised and can say with confidence that 
far fewer than 1 300 jobs will be lost. In fact, I am told that the direct impact of this change is much more likely 
to be zero. Given that these are the bigger businesses in Western Australia with significant annual turnovers, the 
impact is likely to be very low. 

Hon AARON STONEHOUSE: If the job losses are expected to be fewer than the CCI has predicted and it is 
more likely to be zero, I wonder what that is based on. Some analysis has been done; that is fair enough. But the 
analysis has shown only the cost to individual businesses in a dollar figure. I am wondering who determined that 
it was more likely to be zero. Is it just an assumption or is it based on the analysis? If it is based on the analysis, 
can we please see those figures? 

Hon STEPHEN DAWSON: I am advised that the Treasurer has indicated that it is much more likely to be zero. 
I am also advised that businesses that will be affected by the proposed payroll tax changes will have several choices 
about how to absorb the additional cost, including accepting lower profits. Most of the choices that will be available 
to businesses are not likely to significantly impact employment. 

Hon AARON STONEHOUSE: The Treasurer said so? That is comforting! What is informing the Treasurer’s 
prediction? Are numbers just popping into his head? Is he looking at analysis provided by Treasury? Is he guided 
by some ideological view about how the economy runs? What is informing the Treasurer’s decision? If it is true 
that the businesses that will be impacted by this will have other options available to them, was that also included 
in the “some analysis” that Treasury undertook or, again, is this an assumption made by the Treasurer? 

Hon STEPHEN DAWSON: I am advised that this measure will affect fewer than one per cent of Western Australian 
businesses and it will apply for only five years. This is advice from Treasury. The Treasurer’s views on this are 
based on advice from his agencies. Payroll tax is one of the most efficient taxes available to the state government. 
It is widely considered to have a similar economic impact as efficient broad-based taxes such as a flat personal 
income tax or a consumption tax. The advice from Treasury is that the increased payroll tax from hiring an 
additional employee on average wages will be only 0.5 per cent of that employee’s salary for businesses with 
a payroll between $100 million and $1.5 billion. For businesses with a payroll above $1.5 billion, it will be 
one per cent. It is unlikely that the marginal increase in employee costs will lead to a significant reduction in 
employment. As I said earlier, businesses affected by the payroll tax changes will have several choices, including 
accepting lower profits. This advice was provided to the Treasurer by his agencies. 

Hon AARON STONEHOUSE: One of the options available to businesses faced with increased payroll cost 
through an increased payroll tax is to accept less profits? That is a very interesting take! In the comments made by 
Hon Simon O’Brien last night he indicated that in his experience as Minister for Commerce he found that larger 
employers had an easier time cutting payroll than smaller businesses. A few dollars here or there does not impact 
their behaviour in hiring and firing staff. The figure of “more likely to be zero” jobs lost by this measure is based 
on advice given to the Treasurer by his agency. When the minister says that it is more likely to be zero, does he 
mean literally zero or a number of close to zero? Are we talking about five or 10 jobs being lost—or 20 or 100? 
What margin of error are we dealing with when the Treasurer says that it is more likely to be zero? 
Hon STEPHEN DAWSON: I am advised that the likelihood is that it is more likely to be a lot closer to zero than 
it is to 1 300. The other options that will be available to businesses, aside from accepting lower profits, are that 
they can seek to maintain their profit margins by passing on the impost to customers. That would have little or no 
impact on employment, but I do not think that these companies will do that in the current environment. The 
companies could accept to reduce profit and pay a lower dividend to their shareholders, in which case the increase 
would have little or no impact on employment. In the case of the banks that operate in Western Australia and 
across the country that have multibillion-dollar profits, they could certainly accept a reduced profit margin. The 
other option is to pass the cost on to employees through lower wages. Again, I do not believe that that will happen 
in this case. Other options are available and I think the most likely option that businesses will accept is to lower 
profits and not reduce staff numbers. 
Hon AARON STONEHOUSE: I appreciate the minister’s effort in trying to answer those questions for me. It is 
certainly more information than I have got out of the Treasurer or the Under Treasurer in all my undertakings to 
glean from them what analysis has been done on the impact of this payroll tax increase. We are starting to hear 
that there will be some costs, and not just a dollar figure to employers, but that costs may be passed on to customers. 
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Dividends to shareholders and pay to employees may be reduced, but the Treasurer still makes the claim that it is 
more likely to be, now closer, to zero jobs lost. However, there is the admission that costs may be absorbed by 
lowering pay to existing employees. The government is conceding that there may be an impact on payroll. I am 
looking at the comment that the number of jobs lost is more likely to be closer to zero, whereas the CCI said it 
would be about 1 300 jobs. Some people are talking about something in the middle—650 jobs maybe, give or take 
a few. It is hard to tell. Treasury is being very tight-lipped about what is in its “some analysis” of the impact of 
this payroll tax increase. I would have thought that something as impactful as a $435 million revenue-raising tax 
increase would warrant more than just some analysis and that we might be able to see some detailed modelling. 
I suspect that it is because, politically, the results of that analysis might shine a light on the real impact of this 
payroll tax increase. If not, I do not see why more details have not been released about the analysis that Treasury 
undertook. Surely, it would back up the argument being made by the Treasurer; that is, there will be very little 
impact and that businesses will be able to absorb the costs. With the lack of analysis and with the CCI being the 
only group willing to do any real research into the impact of this payroll tax increase, it is hard for me to see that 
the benefits of this tax increase outweigh the costs. Again, I thank the minister for his undertaking to try to answer 
these questions for me, but as it stands I am certainly not impressed. 
Hon MARTIN ALDRIDGE: I have a couple of questions for the minister, but I do not seek to delay the passage 
of this bill. The minister mentioned ad nauseam that the reason we are dealing with this — 
Hon Stephen Dawson: Ad nauseam. 
Hon MARTIN ALDRIDGE: Ad nauseam. The reason that we are dealing with this budget measure is because 
of the $5 billion writedown since the Pre-election Financial Projections Statement. The minister has talked about 
all the ways that businesses, in his view, can manage this additional cost. Did it ever occur to the government that 
another way of managing this might have been reflecting on the extent of its commitments at the last election and 
considering how the scope and delivery time frame of those commitments might assist in accommodating the 
situation in which the government finds itself? 
Hon STEPHEN DAWSON: First of all, I take issue with the member’s use of the words “ad nauseam”. I certainly 
indicated a number of times the difficult situation in which the state has found itself since the PFPS. The 
government has undertaken quite a lot of reflection since the election and continues to do so. Some of our election 
commitments will be staged over a number of years to enable us to deliver those. Just as the member has indicated 
today that the National Party is not going to break its election commitments, we are not going to break the 
commitments that we have made to regional communities. In this case, we have found ourselves in a difficult 
financial situation. This is one of the tools that we have been forced to use to fix the financial mess that we are in. 
The government has decided that it will not change the course of those projects that we have committed to build 
in regional communities, be they train lines or sporting facilities. 
Hon MARTIN ALDRIDGE: I find it quite staggering, minister, that the so-called government for jobs has done 
no modelling on the impact of this budget measure on jobs in Western Australia. I am sure the minister, or at least 
the minister’s advisers, is familiar with some modelling that was done by the Chamber of Commerce and Industry. 
It used an economic model that was built by independent consultant group PRAXIS in 2016 and suggests that the 
$135 million raised by the payroll tax in its first year will be offset by a $510 million loss in economic activity. Is 
that model wrong? 
Hon STEPHEN DAWSON: I am advised that the model used potential economic impact by using 
Australian Bureau of Statistics national accounts input–output table–derived multipliers. It is widely recognised 
that input–output multipliers grossly overstate economic impacts as they assume that the relevant economic 
activity takes place in an unconstrained environment and do not take into account any substitution possibilities 
associated with price changes in both production and demand. 
Hon ROBIN SCOTT: The minister said that only one per cent of businesses would be affected by this payroll 
hike. Can the minister tell me the percentage of employees affected by it? 

Hon STEPHEN DAWSON: No, the Office of State Revenue does not collect that data, so we cannot give the 
member any accurate information on that. 

Clause put and passed. 

Clauses 2 to 5 put and passed. 

Clause 6: Section 5 amended — 

Hon ROBIN SCOTT: I move — 

Page 3, line 4 — To delete “30 June 2023” and substitute — 

30 June 2020 
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Hon STEPHEN DAWSON: Unfortunately, we are not in a position to accept the member’s amendment. The 
member has a number of fairly similar amendments on the notice paper at 1/6, 2/6, and 4/7 to delete “2023” and 
substitute it with an earlier date. I addressed this issue in my second reading reply earlier. We have inherited high 
debt and deficits and we have introduced this measure to help with the task of budget repair. We have decided to 
do it on a temporary basis, albeit over five years, and for that reason I cannot accept the member’s amendment. 

Amendment put and negatived. 

Hon ROBIN SCOTT: I withdraw my requests to amend any dates in this bill. 

The DEPUTY CHAIR: Thank you. 

Hon ROBIN SCOTT: I move — 

Page 3, after line 14 — To insert — 

(5) Subsection (6) applies to an employer who — 

 (a) lodges a payroll-tax return; and 

 (b) in the month of December pays wages that include a Christmas bonus. 

(6) Commencing 1 July 2018, the employer’s liability to pay pay-roll tax in respect of the return 
period is reduced by the amount, not exceeding $1,000 for an individual employee, of each 
Christmas bonus paid in the month of December. 

(7) In this section — 

 Christmas bonus means an amount paid to an employee, as a Christmas bonus, which is in 
addition to the employee’s entitlement to wages; 

 Employee means a person to whom wages are paid. 

Hon STEPHEN DAWSON: Again, I am not in a position to accept the member’s amendment and I do not want 
to be called a Christmas Grinch in the Kalgoorlie Miner, but for the reasons that I indicated earlier, we have 
inherited high debt and deficits and this measure is part of the task of budget repair. Introducing a concession for 
Christmas bonuses would impose an additional cost on an already strained budget. Furthermore, although it is 
a nice idea to exempt Christmas bonuses, it is not really a good reason to introduce a payroll tax exemption for 
Christmas bonuses because the benefit of such an exemption would go to employers, not necessarily employees. 
A number of administrative issues would also be raised if a proposal such as this were to be passed. For example, 
it could create opportunities for companies to reduce their payroll tax liability by paying Christmas bonuses and 
lowering ordinary wages in December to claim a deduction for the bonuses. There are complications attached to 
the amendment. I appreciate the sentiment of what the member has brought forward, but, unfortunately, we cannot 
support his amendment. 

Amendment put and negatived. 

Clause put and passed. 

Clause 7 put and passed. 

Title put and passed. 
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