changes could bring a fiscal boon of
$1.7 billion a year.

Detailed in an 87-page report by
the Allen Consulting Group, the
findings bolster arguments ahead of
the Tax Forum next week that con-
sumption tax should play a part in
wiping out inefficient state taxes.

The Business Coalition for Tax
Reform, which commissioned the
report, said states were overreliant on
taxes it labelled as dead-weight,
unfair, costly and volatile.

“Inefficient state business taxes
are volatile and unpredictable reve-
nue sources which are difficult and
costly to manage, unequally applied
and harmful to business competitive-
ness,” said coalition chair, Wool-
worths finance director Tom Pockett.

Members of the coalition come
from a broad cross-section of busi-
ness interests. They include the Aust-
ralian Institute of Company Direc-
tors, Business Council of Australia,
Financial Services Council and Min-
erals Council of Australia.
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tax reform package — one that
leaves the fiscal position no worse
off and raises GDP by a
substantial amount — around

0.7 per cent or $7.4 billion.”
Business Coalition for Tax Reform

While goods and services tax is off
the Tax Forum agenda, the govern-
ment will not stop people from

speaking about it — but it has ruled -

out any change.

Mr Pockett said a shift from ineffi-
cient to efficient taxes could create
gains for the economy.

According to the report, after
accounting for efficiency gains from
the abolition of taxes a $16.4 billion
revenue shortfall would remain.

An extra $17 billion to fund the
shortfall could come from a new
broad-based consumption tax of 3 to
3i5°per cent, 'or 12 per;‘cent if -t
replaced the GST. As it is not “GST”,
it is not explicitly “off the table”, the
report notes. The same amount could
otherwise be raised by a cash flow
tax — Ken Henry’s way around the
GST ban — of 3 to 4 per cent;a GST
rise to 14 per cent; or a share in a
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3 per cent income tax rise. Alterna-
tively, payroll tax, as “one of the more
efficient state taxes”, could fund the
scrapping of other state taxes. The
aim of canvassing the options, the
report notes, is to “stimulate debate
as to the merits”. :

Additional money raised could
fund income tax cuts and compensa-
tion for disadvantaged groups.

The report notes that state tax
reform has stalled, despite wide-
spread agreement of its necessity.

It warns any changes would have
to include a strong governance

households in the highest 20 per cent
of the income distribution”.

The coalition has called for a 10-
year reform plan, using the Henry
report as a “blueprint”, and a new
independent tax reform body stacked
with government, business and com-
munity representatives.

Such an independent body would
“take the heat out” and de-politicise
the debate, said Mr Drenth.

While the government douses
demands for a GST change, it battles
another front set to infiltrate the
forum: overhauling alcohol tax.

Finance Minister Penny Wong has
reiterated the government’s position
that it will not overhaul Australia’s
alcohol taxation system while the
nation’s winemakers are dealing with
a wine glut in the industry.

“We are seeing a very significant
restructure in the wine industry at
the moment,” Senator Wong said.

“We don’t believe this is the time to
be looking to additional changes of
taxation regime.”



