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PAY-ROLL TAX ASSESSMENT AMENDMENT BILL 2019 

Second Reading 

Resumed from 7 May. 

HON DR STEVE THOMAS (South West) [3.08 pm]: I am sure the chamber has not heard enough of me this 
week. Members will be pleased to know that as the lead speaker for the opposition on the Pay-roll Tax Assessment 
Amendment Bill 2019, I will have unlimited time all over again! I can see the enthusiasm rattling around the chamber. 

This is a bill in two halves. I am sure Hon Donna Faragher will have a few things to say, particularly about the 
training end of this bill, but in my view, this is a payroll tax bill. It behoves us to have a few short sentences on the 
joy of payroll tax. This is a good opportunity to mention to members that as one of the three ugly taxes in 
Western Australia, payroll tax is an impost on and impediment to jobs. I am probably stealing the speech from 
Hon Aaron Stonehouse—I can see him scribbling out a few notes as we go.  

It is a tax on jobs and is anathema to people who believe that businesses, particularly medium-sized businesses, 
are the driving force of employment and economic growth in any jurisdiction, so it is a problematic tax. It is a tax 
that we suffer out of necessity rather than a tax that receives any real support. We have had this debate on taxation 
before, but the problem is that governments always tax the things that are easiest to tax rather than the things that 
might be best to tax. Property is easy to tax because it is hard to shift; employment is easy to tax because it is easy 
to measure. That is why those are the things that we tax. We levy royalties on resources because they are very hard 
to hide. We tax all these things because, firstly, they are easy to measure and hard to hide and, secondly, because 
we can. People who have land, produce minerals or employ people are the people who might just have the 
wherewithal to make additional contributions to the coffers of Western Australia. 

As many members have said, it is not so much about being forced to pay the tax; most people are interested in 
getting a good return on their investment. There are always question marks about whether that return is good. 
I would have thought that, given the largesse of the federal government in contributing to significant state budget 
surpluses in current and future financial years, an effort could well be made to look at payroll tax in general to try 
to ease the burden on the small and medium-sized businesses that are the engine room of Western Australia. Payroll 
tax kicking in at $850 000 sounds like a big number, but the reality is that in a lot of industries, eight employees—
or 20 employees on a basic wage—will get to that figure. We are not necessarily talking about big businesses. 

I remember federal debates about what constitutes a small business a decade or so ago, towards the end of the 
Howard government. We were throwing around numbers of 100 employees perhaps representing a small business, 
but it is certainly the case that when we get down to 20 employees, or sometimes 10 employees, payroll tax will 
have a significant impact on those relatively small businesses. 

In my view, we start this process by acknowledging that payroll tax is anathema to business. It is a tax on jobs and, 
although we endure it, we do not like it and we certainly would like to see it eased. Perhaps when we examine the 
government’s 2020–21 budget—the budget that leads to the next election in 2021—I will not be surprised if we 
see some small alterations to the administration of payroll tax, just so the government can say that it is making 
a difference. Any small token effort in that regard will, of course, be welcomed by all of us who do not like this 
particular tax. But let us wait and see whether, in a year’s time, the government makes some sort of effort in that 
regard. It perhaps missed a small opportunity to do so in the current budget, but there will be a lot more pressure 
in 2021, I suspect. The government will want to look like it is working closely with business, and that might be 
the opportunity for us all to see perhaps a slight shift in the thresholds of payroll tax. That generally turns out to 
be a bit easier to do than to change the rates. The government can move the threshold by a modest amount and say 
that it is at least making a gesture to the business community, and I guess that would be true. Even a small gesture 
is still a gesture. When we argue about hamburger-sized tax cuts, for example, having a hamburger is better than 
not having one, unless one is a vegan, although there are also vegan hamburgers. 

The Pay-roll Tax Assessment Amendment Bill 2019 makes fairly minor changes to the changes that have already 
been made to payroll tax. It is effectively a bill that seeks to put in place funding for a new version of training. The 
government, as governments are wont to do at times—I think it is a process fraught with danger—picks winners 
and losers in the education and training sector. In this case, it has decided that apprenticeships are good and that 
other forms of training are not so good. In each instance, I suspect, we will find examples of both. I have never 
quite understood the ideological agenda that says that the training we want to primarily support should go through 
the apprenticeship system; that is the government’s way. As training diversifies and broadens, many more 
providers are providing many more options. The question is ultimately whether the TAFE system, for example, 
and the apprenticeship system are the most efficient ways of training the workforce of the future. That is going to 
be a very interesting question. If the federal Leader of the Opposition, Bill Shorten, gets his way and we have 
50 per cent electric cars by 2030, I suspect we will have to change the projections for how many petrol and diesel 
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mechanics might be required and we will be looking at alternative training processes. The system has to become 
a bit more adaptable than it currently is. 

We are already seeing a training system that is struggling to adapt to what the future might look like. I want to 
read in some figures. Without necessarily laying blame at the feet of the government for the decline in training, 
I want members to be aware that a shifting economy shifts the training process. Training ultimately needs to adapt 
far more quickly than it currently does. The Department of Training and Workforce Development’s 2017 key 
enrolment statistics show that from 2016 to 2017, apprenticeships and traineeships declined by 3 059. That is 
a significant decline, but the biggest change from 2016 to 2017 was for enrolments in the 19-and-under age 
group—that is, people who have finished high school and are wondering where to go next. Enrolments in that age 
group dropped significantly, by 1 571—about half of the total decline in apprenticeships and traineeships. That is 
significant. At the end of 2017, the number of apprenticeships and trainees in the system was 17 012. At the end 
of December 2018—one year later—that number of individuals in training had dropped to 13 520 in total. That is 
a drop of 3 500 individuals from the original 17 000, which is a significant 20 per cent drop in the number of 
people in training.  

The training system is not being embraced in the way that it was designed to be, and this is not the first time 
such things have happened. Training tends to be a rather cyclical industry, and not only in the apprenticeship or 
VET sector. Industries like my own, the veterinary sector, also go through cycles. As demand and wages increase, 
the popularity of training increases, often to a point at which excess begins to occur, wages growth becomes 
minimal and training declines. 

That cyclical process is a fairly long-established pattern, but what is happening in the Australian and 
Western Australian economies at the moment is a more generalised slowdown in wages growth and economic 
drive. That has a multiplier effect on training. I am not laying that specifically at the feet of the government; 
governments of all persuasions try to take responsibility for economic growth that tends to happen irrespective of 
government policy. We are very good at saying, “We did these good things, and the bad things were the result of 
economic factors over which we had no control.” In fact, in my view, government has a very limited number of 
economic levers that it can pull. That is why we look at things like interest rates set by the Reserve Bank. It is one 
of the few economic levers that the federal government can pull. The reality is that interest rate cuts in recent years 
have started to have very little impact on economic growth and development. It used to be a very big stimulus; it 
was up there. Interest rates were cut and a few billion dollars more were printed. We call it quantitative easing now. 
Today, the impacts of those things are much more muted. This is what I consider to be a conservative right-wing 
economic philosophy. It is the marketplace adapting itself, despite the intent of government to try to manipulate 
it. It is a bit like an ecosystem that adapts, ultimately. We can play around the edges, but, in the end, the ecosystem 
will do what it has always done—I think that is a great line from one of the Jurassic Park movies. With all the 
best intent to control the environment, most times the environment will not be controlled, and I think the same 
occurs in the marketplace. With all the best intent to control the marketplace, particularly the training marketplace, 
the economic situation dominates the marketplace, not vice versa. That becomes the issue that we need to deal 
with. The training marketplace will have to become incredibly responsive somehow to this remarkably changing 
economic system. It is not just about electric cars, for example. There will be a significant number of electric cars, 
but I do not know whether it will be 50 per cent by 2030 or maybe 30 per cent by 2050. It is not the number that 
we have to get to; it is the fact that economic change is occurring. It is the government’s job to minimise the time 
that it is in the way, rather than maximise the benefit that it is trying to get for itself, and then let that marketplace 
establish and grow and try to nurture it, not stomp on it. 

Having said all those things about the training marketplace, there are obviously some issues with getting people into 
that training marketplace. I will finish with this figure. According to the Department of Training and Workforce 
Development, at the end of 2017, there were 14 500 commencements. A year later, at the end of 2018, there were 
11 500. That drop of 3 000 commencements—that is not the number of apprentices and trainees in the system—is 
a significant drop; 3 000 out of 14 000 is a significant number. As I say, I do not think the government is directly 
responsible for those numbers; I think the economy is a bigger driver. The government needs to be aware of, and 
act as best it can to try to boost, those numbers, particularly if there is another upturn in the resources marketplace 
as there seems to be at the moment. The current upturn in the resources marketplace is quite significant. I know 
the government is using very cautious numbers for both price and supply, but even the conservative Treasury 
estimates for the supply of iron ore, for example, show no contraction and some small growth. Lithium production 
will expand significantly. Agriculture is starting to have a reasonable impact, as long as it rains—I see there is a bit 
out there today but, I suspect, not enough—and is starting to have, largely, an upturn. All those things will require 
trained staff. 

Hon Alannah MacTiernan: A good minister. 
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Hon Dr STEVE THOMAS: Although governments try to claim credit for all sorts of things in economic growth, 
ministers claiming responsibility for growth in the marketplace need to be very careful, because if they claim 
responsibility for the upturn, they have to be responsible for the inevitable downturn. We will remember that. Now 
that the government has suggested that it is responsible for an agricultural upturn, we might even make the minister 
responsible for the next drought. 

Hon Alannah MacTiernan: You will anyhow! 

Hon Dr STEVE THOMAS: We will do our very best! If the government claims credit for the economic upturn 
because the price of agricultural commodities is reasonable, it has to be responsible for the downturn. This also 
applies to the training sector. 

I am sure that other members will talk in more detail about the inner workings of the training section, but my 
component of this bill is really the economic one. The bill amends the Pay-roll Tax Assessment Act to remove 
exemptions for new worker trainees from 1 July 2019. This continues the agenda of the government. Last year, it 
removed exemptions for existing worker trainees and limited the exemption for trainees earning up to $100 000; 
this is the next step. Existing workers cannot retrain and the employer cannot claim a payroll tax exemption for 
their wage. The new workers are joining the party. This will make the government some money, which it will then 
reinvest. It is, in effect, a de facto increase in payroll tax. The government will argue that this is being done in the 
interests of fairness. The government has long argued that, because traineeships are much less able to be measured, 
regulated and managed than apprenticeships, the traineeship system has been abused. In my view, probably both 
systems are occasionally abused. 

Hon Sue Ellery: That is the bit we dealt with in stage 1. 

Hon Dr STEVE THOMAS: The existing employees were stage 1; that is right. It is existing employees now, yes. 
It is an extension, and for that reason the Liberal Party does not oppose the intent of the bill. But I want to make 
sure that we have a conversation that says that it is a de facto increase in payroll tax; if a certain number of new 
employees are put on the payroll and a payroll tax exemption is no longer granted, it is a money-making exercise 
for the government. The government will convert that money into the system. 

Hon Darren West: For the taxpayers; it’s their money. 

Hon Dr STEVE THOMAS: It is money in one hand for the government and out of the other, effectively. These 
measures will raise funds that will be used to alter the apprenticeship system and then, in effect, to give a payroll 
tax benefit back to the apprenticeship system. It is going in one hand and out of the other. The government will be 
able to claim that it is giving a benefit to the apprenticeship system, but it is not the government giving a benefit; 
it is taxpayers, ultimately, giving the benefit to some other taxpayers. 

The joy is that government gets to choose winners and losers. That is the joy of winning government; it gets to 
pick those people that it thinks need to be supported and occasionally it will have to transfer the cost of that to 
somebody else. I understand that. We understand that. That is the role of government, and that is part of the reason 
we do not oppose the bill that the government has presented but will allow the government to put its measures in 
place. It will be interesting to measure this after the fact. Although the bill before the house seeks to raise the 
money, the government, through the normal system, will give that money back in alternative ways. How successful 
that will be will be the measure of this bill’s success. As the figures that I have read out indicate, sometimes with 
the best of intent these things do not work. We shall have to see over time whether this process delivers a better 
and more flexible outcome, effectively rewarding those who employ new apprentices versus those who employ 
new trainees. It is an interesting place. The opposition has asked on numerous occasions whether the government 
would supply examples of widespread rorting of the traineeship system. I have not yet seen that evidence. Perhaps 
it exists. I suspect that this is more about a philosophical outlook. 

Hon Sue Ellery: We tabled examples during the last debate. 

Hon Dr STEVE THOMAS: The word I used was “widespread”, minister. There were some examples tabled—
I absolutely give that to the minister—but what I think we are looking at is whether there is widespread rorting. 
I do not think there is evidence of widespread rorting. Obviously, rorting exists; it exists almost everywhere. I am 
not convinced that this is not something that could have been funded by the government while still leaving new 
traineeships with the payroll tax exemption, which to my mind still leaves it as a de facto tax increase, despite the 
fact that it is in one hand and out the other, handing it back to somebody else. I acknowledge that the government’s 
major selling point on the traineeship system is that it gives funding to people for whom payroll tax exemption has 
no impact—those people whose wages bills are under $850 000 and can therefore get some benefit that would 
otherwise be unavailable to them. That component is welcomed by everybody and is probably, more than anything 
else, the reason the Liberal Party is supporting here a payroll tax increase in the taxation bill for some people. 
I remain of the opinion that the tax itself is anathema. I do not like the picking winners and losers part of it whereby 
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a group of individuals will benefit at the expense of another. My preference would be that some of the windfall 
the state government received from the federal Liberal coalition government might have gone towards this measure. 

Hon Alannah MacTiernan: We are going to set up a list of all the things that you asked for! 

Hon Dr STEVE THOMAS: All the things, absolutely! The Minister for Regional Development should also add to 
that list the things that I have saved her, such as canning a couple of dud election commitments in Collie. I am making 
the minister some savings as well as spending some money! I am making the minister savings in the process! 

We are here and we are happy to help. We are economic rationalists on occasion and we know we sometimes have 
to make hard decisions. I am happy to assist the government to save more money. If I was given the red pen and 
the list of Local Projects, Local Jobs, I could probably save the government a few more dollars, and we could 
probably get to the amount we need to save for this! 

Hon Peter Collier: Forty million! 

Hon Dr STEVE THOMAS: I am sure I could get there, Hon Peter Collier. It would not take me long. I have 
already saved $60 million in Collie. I am already in front! 

I have done a fair bit of speaking this week, and it is not my intent to drag out this debate. There is the prospect of 
payroll tax increases, even though they go to other persons. Although the pain of any change in any increase in 
payroll tax for any individual is partly offset, the reality is that in an ideal world we would be reducing those 
payroll impacts on everybody. If the government wished to go down this path and this agenda, it would find the 
funding from somebody else. From an economic perspective, I think that would be the sensible move. It will be 
fun to see in a year’s time, when we get to the $2 billion surplus instead of the half a billion dollar surplus, whether 
payroll tax relief in a minor form might just be in the system. I will then ask the government whether it could have 
paid for this out of its general revenues, particularly if iron ore prices stay a little higher and there is that extra 
$400 million to $1.6 billion. If so, then these payroll tax changes will not even be noticed. 

The opposition will support the changes. Ultimately, the government in winning an election gets to make these 
decisions. As much as we do not like the winner and loser component of this, we will watch over time the outcome 
from an economic and training perspective to see whether the proposals are doing the things that they were 
designed to do. 

HON AARON STONEHOUSE (South Metropolitan) [3.34 pm]: It is always a pleasure to follow 
Hon Dr Steve Thomas. I think we will probably touch on some of the same topics. The Pay-roll Tax Assessment 
Amendment Bill 2019 removes the remaining payroll tax exemption for new trainees or new employees 
undertaking training. Last year—in fact, it is almost a year to the day—we debated the first phase of these reforms. 
The Pay-roll Tax Assessment Amendment (Exemption for Trainees) Bill 2018 removed the payroll tax exemption 
for existing employees undertaking training and placed a cap on the exemption for new trainees with salaries of 
$100 000. The government pursued the reforms in stage 1 to address what it claimed was a rorting or exploitation 
of the incentive, and it provided some examples of this. Revenue was being lost as employers put their staff on 
training programs—perhaps training programs they did not genuinely need—solely for the purpose of avoiding 
payroll tax. I remarked then, and I remark again now, that businesses responding to incentives created by 
government policy is not really any big surprise. Policymakers set the rules and businesses play by those rules. 
When policymakers then decide that they do not like the outcomes, they make what I think are knee-jerk 
reactions—changes to a payroll tax incentive that has existed for almost 50 years, since 1971. 

The Pay-roll Tax Assessment Amendment Bill 2019 is the second phase of those reforms, removing the remainder 
of the payroll tax incentive for employers to train new or existing staff. However, the payroll tax incentive remains 
for apprentices. The government plans to replace the payroll tax incentive with a new employer incentive scheme. 
The EIS will involve grants paid directly to employers. Perhaps some of the logic behind this is that the Department 
of Training and Workforce Development is better at monitoring compliance and identifying people exploiting the 
system than Treasury is. I do not know whether that is necessarily the case. Perhaps with the restricted criteria for 
the grants and what training might be available, that may be the case, but I remain a little sceptical. The EIS, 
however, is not part of this bill. 

The bill is rather simple; it merely removes the payroll tax exemption. It does not mention the EIS at all, which is 
too bad, because it does not give us an opportunity to properly scrutinise the scheme that replaces what we are 
now removing—that is, the payroll tax exemption. No single clause tells us anything about the EIS—how the 
grants will be administered, eligibility et cetera. We merely have to take the government’s word, through the 
briefings we have been provided, on what the scheme will look like and how it will function. It probably makes 
some financial sense for the state to remove this exemption and replace it with a grants scheme. We will save 
$109 million and then we will spend it on grants. Then through a commonwealth training partnership, the 
commonwealth will match that spending up to $110 million over four years. From the perspective of Treasury, 
this is a good idea. My concern is whether it makes micro-economic sense. It seems we are shifting from 



Extract from Hansard 
[COUNCIL — Thursday, 16 May 2019] 

 p3493b-3502a 
Hon Dr Steve Thomas; Hon Aaron Stonehouse; Hon Diane Evers; Hon Donna Faragher; Hon Alison Xamon 

 [5] 

a decentralised model of training to one that is highly centralised. Decisions about what training is required in 
what industries will no longer be made by individual businesses and employers, but will be moved to bureaucrats 
at the Department of Training and Workforce Development. I wonder who has a better idea of what training is 
required for their business—the people who actually employ the staff or the people’s commissariat for labour.  

The employer incentive scheme will apply to businesses that fall under the payroll tax threshold. This is a rather 
welcome change. It will surely be welcome news for those smaller businesses, but do not let that disguise the fact 
that many businesses will be worse off as a result of the removal of payroll tax exemptions in stage 1 and now in 
stage 2. There is no longer any incentive for employers to train existing employees. The government has flagged 
that it is working on a trial of an incentive scheme for existing employees, but we have yet to see the finer details 
of that and how widespread it will be.  

I again wonder why bureaucrats from the people’s commissariat for labour are working on an incentive scheme 
for training existing employees, when we already had a perfectly good incentive scheme just 12 months ago under 
which we did not tax employers who trained and developed their workforce. As already mentioned, the government 
picking winners and losers is never ideal. I again wonder why we favour apprenticeships over traineeships, or why 
we favour new trainees over existing employees receiving training. We have removed the opportunities or the 
incentives for employers to upskill and cross-train their existing workforces, which I think is important, especially 
at time when automation is displacing semiskilled and low-skilled employees. When we debated the first of these 
reforms in 2018, I mentioned an interesting story, and I would like to cover it again now to remind members. I am 
reading from a piece in The Australian Financial Review by Sue Mitchell, dated 8 April 2014, titled “McDonald’s 
replaces Catriona Noble with Andrew Gregory”. The article states — 

She started flipping burgers at McDonald’s at the age of 14 and by 19 was the global fast food chain’s 
youngest ever female restaurant manager. 

Now, after four years as chief executive of McDonald’s Australia, Catriona Noble is moving into a new role. 

… 

Ms Noble will be replaced as chief executive by McDonald’s Australia chief financial officer Andrew Gregory. 
Like Ms Noble, Mr Gregory also started working at McDonald’s as a teenage crew member, in 1992, and 
worked his way through the ranks, in finance and operational roles. 

… 

McDonald’s said during her time as managing director and chief executive, Ms Noble achieved many 
milestones, including growing annual sales beyond $4 billion, implementing a strategic franchising 
program and lifting McCafe sales to more than $250 million. 

Those kinds of success stories are made possible by removing barriers to training existing employees. That 
someone starting as a 14-year-old, literally flipping burgers, can work their way through one of the largest 
corporations in Australia to become its CEO is quite remarkable. It is the opportunity to train existing staff that 
makes that possible. I am not saying that Ms Noble or Mr Gregory necessarily benefited from a payroll tax 
employer incentive scheme. I am not too sure of the individual circumstances that allowed them to receive that 
training, but the ability to train and promote internally rests on removing barriers for employers to do that, rather 
than bringing in external people. We are putting up a new barrier by removing incentives to train existing employees. 

Some details of the employer incentive scheme remain unclear to me. Apparently, the administration cost will be 
four per cent of the money saved—four per cent of $9 million. There will be loading for special equity groups. 
I want to know more about what those equity groups might be now and what they might be in the future. As 
I already stated, the EIS is not included in this bill. It is not part of what we are debating today. We are progressing 
a little blind, in my view. We are removing a very important incentive that has existed for almost 50 years and 
replacing it with a scheme that we do not get to scrutinise or to see the finer details of. Maybe the minister can 
address some of the details of the EIS and illuminate some of that for us in her response. 

Other than the practical application of this policy shift, what concerns me most is the message it sends. The payroll 
tax exemption that has existed since 1971 is an implicit recognition of the impact payroll tax has on employment. 
It recognises that payroll tax is a barrier to employment. It provides an incentive for people to train and upskill 
their staff and to hire new trainees by providing an exemption to an impost on employers’ payroll. Removing that 
will remove that recognition. As other members have noted before me, payroll tax is a tax on jobs. It is a tax on 
payroll and employment. Western Australia has the lowest threshold for payroll tax in the country; it is $850 000. 
It is all well and good to note that this new employer incentive scheme will apply to businesses that fall short of 
the payroll tax threshold, but we are talking about very small businesses. A business with an $850 000 payroll 
might have 10 employees, maybe fewer, depending on their salary; that is a very small business. Again, the 
government is going down the path of picking winners and losers. What makes a business with nine employees so 
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much more special than a business with 10 employees? I mean, they are both important businesses. I believe that 
barriers and hurdles should be removed from both of them. But what makes those smaller ones that much more 
special because they have one fewer staff member? 

We have the highest rates of payroll tax in the country. In fact, one of the first moves by the McGowan government 
was to increase our payroll tax rate. Less than a year after that move was made, we had the highest unemployment 
rate in the country, at 6.9 per cent, and it still floats around the five to six per cent mark. Ultimately, this is 
a transfer of funds and a removal of a tax exemption for some businesses, with money saved and redistributed 
through a grants scheme. Ultimately, the amount of money spent on training will potentially double from 
$109 million, with up to $110 million matched by the commonwealth. However, I believe it is always better to let 
people keep their own money and spend it how they see fit, as the businesses and employers on the ground have 
a better idea of their training needs than bureaucrats or policymakers in West Perth ever will. I will always oppose 
redistribution policies when it comes to incentivising employment and business activity. For that reason, I will not 
be supporting the bill, as I see it as a de facto tax increase. 

HON DIANE EVERS (South West) [3.46 pm]: I am speaking as the lead speaker for the Greens. The Pay-roll Tax 
Assessment Amendment Bill 2019 amends the Pay-roll Tax Assessment Act 2002, stating that from 1 July, the 
payroll tax exemption will be removed for a new worker trainee. That is the remaining payroll tax exemption for 
new employees with an annual income under $100 000. There is no change for apprentices. Payroll tax exemptions 
for them will continue to apply. The pre-existing payroll tax exemptions relating to wages paid or payable under 
pre-existing worker training contracts are preserved. Many of these contracts that have been entered into would 
have been quite recent—most of them in about the last 12 months. Some may have been entered into six or 
24 months ago, but they will still apply until those recent traineeships are finished. That is pretty much it for the 
bill. That is the change to the payroll tax exemption and the actual impact of it. It is not a significant one. We knew 
it was coming. It was in the plan all along to raise that $109 million so that we could get matching commonwealth 
funding to embark on a new scheme whereby we could train up more people. 

As Hon Aaron Stonehouse was saying, it is good to have people spend their money where they want to on the 
training they can. Nothing in this bill will stop people from training their employees. I am sure that a number of 
businesses recognise the value of having well-trained employees and they will continue to do so. This is for the 
more formal training and apprentice placements, that go through a system that everyone can access, but it is not 
the same as on-the-job training. These people will be able to continue training their employees so that they can 
move up and be part of a very valuable skilled workforce for the organisation. That $109 million will allow the 
government to establish the new employer incentive scheme, which is separate from this bill and other legislation. 
A new scheme will be established to help with the cost of taking on an apprentice or trainee when employers go 
through that formal system. 

There has been considerable consultation with many people in the industry, a lot of positive comments have been 
made about it, and there is positive affirmation that this is a good idea. A broad consensus has been reached. It 
seems as though the industry is looking forward to this new scheme. It will be funded by a four-year partnership 
agreement that WA has entered into with the commonwealth government, and there will be annual reporting 
requirements and milestones, as we would all expect. The WA budget will show an allocation each year over the 
four years. A bit of crystal ball gazing is required again to work out how many people will take up this new scheme. 
It is suggested there will be about five per cent growth in traineeships and apprenticeships, to give us some idea. 
The funds will be there so that when a traineeship is taken up, the funds for the period of the traineeship or the 
apprenticeship will be taken from that year’s funds to ensure the funds are available for the full term of that 
apprenticeship and traineeship. WA’s contribution over that four years will be $109 million, which will come from 
the removal of the payroll tax exemption as a result of this Pay-roll Tax Assessment Amendment Bill 2019 and 
the changes made in the bill passed last year. The program is therefore revenue-neutral.  

The commonwealth government will match that $109 million with a further $110 million from the National Partnership 
on the Skilling Australians Fund. The commonwealth funding will pay the TAFEs and private providers for training 
delivery and the WA fund will pay the incentive. The commonwealth funding will be available only if WA puts in 
the share that it has committed to. From the commonwealth point of view, this is to stop cost-shifting from the 
states to the commonwealth. We need this funding to enable us to draw down on that commonwealth promise. It 
is very important that we can do that to maintain traineeships and apprenticeships as needed throughout the state 
on an ongoing basis. My colleague Hon Alison Xamon will speak further on the national partnership agreement. 

I would like to speak more about the benefits of the employer incentive scheme. It will be available to employers 
who do not currently pay payroll tax, so it will extend the scheme to a much larger group of businesses. It means 
that 92 per cent of businesses that fall below the payroll threshold will also be able to access this scheme, so small 
businesses will benefit from it. The scheme will also be available for group training organisations registered with 
the Department of Training and Workforce Development. I note that the group training organisations will be 
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expected to pass the incentive onto their host employers. The group training organisations will take on the 
apprenticeship or traineeship and do all the administration stuff so that small businesses will not have to be 
involved in that, and then they will put their apprentices and trainees with the employers. It is a system that will 
work and it will mean that more trainees and apprentices will be available to businesses that might not otherwise 
have been able to take them on their own. 
The scheme will also be available to government trading enterprises and local government, but not to 
commonwealth and state government employers. I would like clarified whether it will be available to government 
trading enterprises but not state government employers. There is a little bit of confusion there. For those below the 
payroll tax threshold, the incentive will be available for both apprentices and new-worker trainees. People who are 
not getting any sort of exemption will be able to take this on and have that payment made through the scheme. For 
those above the payroll tax threshold, the incentive will be available only for new-worker trainees, but the payroll 
tax exemption will still apply to apprentices. If the value of that exemption is less than the incentive, they will get 
a top-up at the completion of the apprenticeship so that they are not disadvantaged by this. It will relate only to 
new-worker trainees. As Hon Aaron Stonehouse pointed out, the workers who have been there for some time will 
not be in the same situation, but apprentices will be. It will be available to apprentices who are current workers. 
The current cap on employee trainees who earn more than $100 000 a year will be removed. It is estimated that 
around 5 900 employers will access either the employer incentive scheme or the payroll tax exemption for 
apprentices. This is many more than the approximately 2 600 employers who currently access the payroll tax 
exemption for apprentices and new-worker trainees. There will be an increase, which is what we want to see, of 
more people being trained and skilled up to be able to do the jobs we need them to do. 
As I mentioned, the employer incentive scheme will not be available for commonwealth and state government 
employers, nor for existing worker trainees. In my mind, we would have to see apprenticeships requiring a longer 
commitment with a more comprehensive program that goes on for three or four years; therefore, the employer and 
the employee would be making much more of a commitment. 
It will also not be available to apprentices and trainees who are currently eligible for Construction Training Fund 
grants. That group already has access to other bigger incentives and excluding them will release around $40 million 
for other apprentices and trainees who are outside the construction industry. Around 80 per cent of the group are 
apprentices, so the payroll tax exemption for apprentices will still apply. Those employers that pay payroll tax and 
have construction industry apprentices will still get the exemption. I should point out that the exemption for an 
employer who is paying about 5.5 per cent payroll tax will work out to be pretty much the same as the incentive 
for an employee earning around $38 600; therefore, regardless of whether the employer is getting the scheme 
payment or the exemption, it will work out the same. Of course, as everyone knows, there also will be extra 
loadings in some circumstances. The extra loadings on top of that would make it equal to a larger salary base, 
whereby the employer ends up with the same payment, regardless of whether they were getting the payroll tax 
exemption or will go through this scheme. 
The loadings are quite important. We could pick winners but, we are trying to say that it will be directed towards 
those things that have more value or to things that we are trying to change. There will be a 10 per cent loading for 
apprentices or trainees in priority occupations, determined in consultation with the industry. An indicative list 
maps the state priority list. Priorities 1, 2 and 3 are included. The list is available, and I can table it. 
The ACTING PRESIDENT (Hon Matthew Swinbourn): Are you seeking leave to table that document? 
Hon DIANE EVERS: Yes; I seek leave to table the document. 
Leave granted. [See paper 2710.] 
Hon DIANE EVERS: There also will be a 10 per cent loading for Aboriginal apprentices or trainees and a 10 per cent 
loading for apprentices or trainees in regional areas. Again, this is really important. I think this will provide good 
value to businesses in regional areas by enabling them to take on apprentices and trainees. It will give opportunities 
to young people who may have finished, or be close to finishing, high school to keep them in the regional area 
with the promise of work. The loading for apprentices and trainees in regional areas will be doubled to a 20 per cent 
loading for those in the Gascoyne, the Pilbara and the Kimberley to reflect the higher cost of living in those areas. 
In addition, there will be a 10 per cent loading for apprentices or trainees with a disability and a 50 per cent loading 
for apprentices or trainees aged between 21 and 30 years to offset the higher wages of adult apprentices. That will 
be available in the first year of the apprenticeship. It is nice to know that those loadings can be aggregated. 
A company might pick an Aboriginal apprentice in the northern region and get a 30 per cent loading on top of that, 
which means it would be the same for the employer as if they were on a $50 000 or $55 000 salary. It comes out 
at about the same. It will encourage traineeships at the lower income levels. 

To link the incentives to outcomes, the loadings will be paid at each of the three points during the traineeship or 
apprenticeship. As members who have worked with trainees will know, they do not all remain till completion time. 
Therefore, receiving a payment at the beginning of and upon completion of the traineeship will help the employer 
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in the first instance and provide strong motivation to complete the traineeship. The commencement payment will 
be payable six months after the apprentice or trainee starts. Payments cannot be made during probation or if 
a worker in the early stages drops out of their apprenticeship or training course, which can also happen. The 
payment for apprenticeships lasting three or four years will be made at the midpoint of those studies and the 
completion payment will be paid at the end. The young adult group will get the 50 per cent loading applied to the 
commencement payment, not the midpoint of the completion payment. It will be paid in the first year because the 
purpose of the loading is to offset the impact of adult wages in the first year, and to do this, they get the highest 
loading of 50 per cent. I understand that this model came out of consultation and there seems to be general 
consensus about it. Although funding is from two sources, state and federal, the employer incentive scheme will 
operate as one scheme to reduce administration costs. Payment and compliance processes will be online and linked 
to existing administrative processes to make it as simple as possible for employers to engage in the system. 
Information sharing will occur between the Office of State Revenue and the construction training fund to ensure 
that there is no rorting or duplication so that we do not have to plug those holes. Proof of a worker’s current 
employment with an employer, such as a copy of their latest payslip, will be required at each of the three payment 
points. For businesses that fall in and out of the payroll tax liability over the period of an apprenticeship, a pro rata 
insensitive will be available when the relevant criteria are met and there will be reconciliation at the end. Businesses 
that are near the $850 000 cut-off point will be below that amount in some years and above it in others. This way 
they can look back at the end to decide which way to manage it and a payment will be made to reconcile that. 

To pilot the new enterprise training program for existing workers, the employer incentive scheme will not apply 
to existing worker trainees and it will not be available to help with reskilling. To address this gap, the government 
is piloting an enterprise training program in 2019 with $9 million over the forward estimates, with the idea being 
that registered training organisations will partner with employers and apply together, and this will contribute to 
national partnership targets. 

All in all, it seems that a lot has gone into addressing what industry and business need. The government has looked 
forward to figure out possible challenges and gaps and has tried to address them. With that, I state that the Greens 
will support the bill. 

HON DONNA FARAGHER (East Metropolitan) [4.01 pm]: I also rise to make a few comments about the 
Pay-roll Tax Assessment Amendment Bill 2019. As was indicated by our lead speaker, Hon Dr Steve Thomas, the 
opposition will be supporting the bill. Essentially, the bill forms the second tranche of changes that were announced 
by the government in November 2017 and as has been indicated already by other members, the bill introduces 
a new employer incentive scheme for apprentices and trainees from 1 July 2019. Importantly, the payroll tax 
exemption for apprentices remains unchanged. This part was a matter of concern when the first tranche of changes 
was introduced by the government a couple of years ago. Indeed, a number of organisations raised legitimate 
concerns that apprentices would be affected by these changes. The government listened to those concerns at the 
time and it appears that it has continued to listen, which is a very good thing, with the government indicating in 
the second reading speech that the wages paid to apprentices will continue to be exempt from payroll tax. 

I understand that the new scheme will provide a grant to employers to assist with the costs of taking on an 
apprentice or trainee. As Hon Diane Evers and Hon Dr Steve Thomas mentioned, the scheme is aimed at assisting 
a broader range of businesses, including those not paying payroll tax. I thank the minister for the briefing. I had 
an advanced briefing when I met with the department earlier this year. I thank her for that. 

The scheme will include all qualifications levels, if I can put it that way, of existing worker apprentices and new 
worker trainees. All grouped training organisations and, I believe, not-for-profits—the minister can confirm this—
registered with the Department of Training and Workforce Development will be eligible to receive the incentive 
payments. Other members have already mentioned that priority loadings will also occur. I refer to a briefing paper 
that was kindly provided to us as part of the briefing. There will be a 10 per cent loading for those who fall under 
the state priority occupation list, which applies to the regions as well; a 10 per cent loading for identified equity 
groups, which, I think, includes people with disability, and that is recognised; a 20 per cent loading for north 
regional apprentices and trainees, recognising the additional cost in the northern regions; and a 50 per cent 
commencement loading for apprentices between 21 and 30 years of age. Furthermore, the scheme intends to 
provide incentive payments that will be linked to the length of a trainee or apprentice contract. The briefing note 
provides a table of the nominal terms. For example, a 12-month traineeship will have a commencement payment 
of $1 063 and a completion payment of the same amount. An 18-month traineeship will have a slightly larger 
commencement and completion payment and similarly a 24-month traineeship and obviously it goes up in phases. 
A 36-month and a 48-month apprenticeship will also include a midpoint payment. If I am reading the bill correctly—
the minister can correct me if I am wrong—that is a good thing insomuch as one of the issues that has been raised 
with me, particularly by small businesses, is when an employer takes on an apprentice for an extended period—
under previous arrangements they might have the apprentice for three years, for example—and very much trains 
that apprentice up but the apprentice moves to another employer and finishes their apprenticeship with that employer. 
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The employer at the end of the process is the one that gets a larger payment despite being the one, I suppose, that 
put the least investment into that apprentice. As I understand, the incentive amounts and the way it has been put 
through in commencement, midpoint and completion, provides more appropriate equity, I suppose. 

Hon Sue Ellery: It limits the risk that they will lose out. 

Hon DONNA FARAGHER: That is a good thing and I think it is welcome. 

One issue that remains of concern and that has also been raised by other speakers is that the scheme does not 
include existing trainees. Obviously, that was a key element of the previous scheme but the government saw fit to 
remove it a couple of years ago. Having undertaken consultation when the initial bill came before Parliament, 
I know that the exemptions provided a mechanism for existing employees to be upskilled, and this was particularly 
valuable for longer-term employees, particularly older employees—some of whom I met when I went around to 
a number of businesses—who had the opportunity to be upskilled, some for the first time in many years. That is 
very important and it is disappointing that the scheme does not acknowledge that in any way. Having said that, 
will the bill be a panacea for the continuing decline in the number of apprenticeships and traineeships? There is 
no doubt that they continue to be on the decline; indeed, according to the National Centre for Vocational Education 
Research and a statistical report that was released on 5 March, the number of apprentices and trainees in 
Western Australia as at 30 September 2018 was 29 720, which was down 9.1 per cent from September 2017. There 
were also 17 160 commencements, which again is down 11.6 per cent from 2017. I also noted from the quick stats 
summary provided on the website of the Department of Training and Workforce Development that there has been 
a very small increase in the number of apprentices “in training”, increasing 0.8 per cent between December 2017 
and December 2018. However, there has been a sharp decline, by 25 per cent, in the number of trainees “in training” 
over that same period. I presume this can be explained in part by the changes to the payroll tax exemption scheme 
that took place last year. The minister is nodding in agreement, so she is verifying what I just said.  

Hon Sue Ellery: I do not agree with those figures and I will point out a different set of figures for you. 

Hon DONNA FARAGHER: I appreciate that. I am just going off the figures from the department’s website. If the 
minister has a different view, I would be very keen to hear that. 

Overall, as put to me by some stakeholders to whom I had the opportunity to speak, there are benefits—
Hon Diane Evers certainly raised that as well—particularly for small businesses to take part in this scheme and to 
take on apprentices and trainees. This is particularly so for those that might not have been eligible under the 
previous scheme—a broader range of businesses will be eligible. I am interested to hear from the minister how 
this new incentive scheme will be communicated to those who would be eligible to participate. I am also interested 
in hearing how the government intends to manage the budget and how it will ensure that it will keep it in check. 
That was obviously a key concern with the previous scheme, so I am interested in the minister’s response to that. 
I am also keen to hear what she has to say about the statistics that I referred to, if there is a discrepancy there. 
Overall, it appears that the new scheme will have benefits. I am interested in the questions I posed at the end there, 
but, otherwise, as indicated by our lead speaker, the opposition is supportive of the bill. 

HON ALISON XAMON (North Metropolitan) [4.12 pm]: I rise to make a few comments about the Pay-roll Tax 
Assessment Amendment Bill 2019. As indicated by the lead speaker for the Greens, my colleague Hon Diane Evers, 
we are supporting this bill. 

The bill follows on from last year’s changes to the payroll tax exemptions for trainees, which restricted new payroll 
tax exemptions for trainees to new employees and also those earning $100 000 or less in regular wages. One of 
the prompts for the previous bill was the end of one four-year contract for funding from the National Partnership 
on the Skilling Australians Fund. At the time, the loss of this funding blew a $54 million hole in the 2017–18 
training budget. From 2017 onwards, the proposed National Partnership on the Skilling Australians Fund severely 
restricted the things we could spend this money on and, importantly, did not allow the funding to be used for 
health, ageing and community service training and required a matching funding commitment from the state. I also 
know that it potentially had an unstable availability, as it was based entirely on a levy from sponsors of temporary 
skilled migrants. At the time, the Minister for Education and Training estimated that losing the funding for general 
training, combined with clawing funds out of the general budget to meet those matching requirements for what 
was going to be an inappropriate training profile, would cost us 23 000 training places. These would have come 
almost entirely out of the TAFE system. I think this would have been a terrible outcome. I supported the 
government holding out on signing the partnership at that time. The Greens also supported, as an interim measure, 
removing some of the payroll tax exemptions to assist in maintaining the training budget while the government 
put together the program that is before us today. We are expecting to see the end of payroll tax exemptions for 
new trainees and a grant program that is accessible to a much wider range of businesses. The bill before us 
effectively deals with the administrative elements of removing the payroll tax exemptions for new trainees and it 
also deals with the transitional arrangements for those trainees who signed on to their courses prior to 1 July this year. 
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The meat of the employer incentive scheme is not in this bill, but it should be of great interest to every member of 
this place. The employer incentive scheme is part of WA’s main project in our contract with the feds for the 
National Partnership on the Skilling Australians Fund. The fund requires that as part of expanding jobs and skills, 
WA, with national partnership funding, will institute an employer incentive scheme worth over $232 million 
through to 2022, and create a new enterprise training program to support skills development for existing workers, 
which will focus on workers in allied health and social assistance. That will be enormously helpful in supporting 
the rollout of the National Disability Insurance Scheme. 
Debate interrupted, pursuant to standing orders. 
[Continued on page 3512.]  

Sitting suspended from 4.15 to 4.30 pm 
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