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Stuart Bocking: Dr. Peter Burn is the director of public policy with Ai Group. Dr. Burn, good 
morning. 

Peter Burn: Good morning. 

SB: Are you surprised by this suggestion today of two corporate tax rates in Australia? 

PB: Very surprised that we would consider going back on a commitment to cut the company tax 
rate for all business to 28.5%. I think that would be a folly. The big benefits for the economy from 
cutting the company tax rate flow from more investment, bigger productivity gains, and flow 
through to employment and wages and right now would help stimulate the economy. So it’s a good 
policy to do, to cut the company tax rate right now. Why you would want to cut it in half, cut that 
good policy in half, and only apply it to small business when you’ve already said that you’re going 
to do it for all businesses seems difficult to believe. Certainly, the benefits from cutting the 
company tax rate would be much better and much bigger, more timely, if they applied to all 
businesses as was previously announced. 

SB: Would it alter the operations of any of those large businesses, given if the Paid Parental Leave 
scheme was going ahead they would be paying a headline rate of 28.5% but then there would be 
that 1.5% levy added on, so effectively back to the 30%. Nothing’s really changed then, for those 
larger companies. 

PB: It doesn’t matter really so much if what you do is cancel out the company rate, or deny large 
business the company tax rate it’s the same outcome regardless. It’s not a great policy either way, 
and the outcome’s not that different. But cutting the company tax rate is good for the economy and 
good for wages, good for employment, good for productivity: all the things that we need to be good 
at. So why stop halfway?   

SB: Is there an argument to say that since small business is very important and so often described as 
the powerhouse of our economy, that giving those small businesses a little bit of a leg up is no bad 
thing? 

PB: Certainly small businesses should get a tax cut, but good policy would suggest that all 
businesses should get a company tax cut. There’s no question that it would be good for small 
business, but it would be much better for the economy if it were for all businesses. 

SB: What discussions have you had with any level of government since it was announced by Tony 
Abbott on Monday that he was finally junking this Paid Parental Leave scheme? Has there been 
discussion around this tax rate issue? 

PB: We’ve certainly indicated to the government that we support the idea of shelving the Paid 
Parental Leave scheme and instead having a concentration on childcare, we think that’s a sensible 
thing and we’ve been arguing for that since the policy was first announced several months ago. 
Cutting the company tax rate we fully support, I think as we suggested that should apply to all 
businesses and we didn’t like the idea that the Paid Parental Leave would be financed by a 
selective, punitive levy on larger businesses. 



SB: One thing that business does like, we know, is certainty and some sort of stability. Given that 
there is this doubt over this that still remain in limbo as to what might happen in terms of the tax, 
also too the whole leadership thing playing out, what do you think that does for business 
confidence, consumer confidence more broadly. 

PB: well I’ll comment in relation to the company tax side of it and the uncertainty there. I think that 
really what we’re just seeking now is clarification that the company tax rate cut  that was 
announced will apply to all businesses. We think that the clarification in relation to the removal of 
the Paid Parental Leave levy should also go ahead now that the Paid Parental Leave scheme is not 
going ahead. And that would be handy to clarify right now. If it takes a week to clarify that, that’s 
not a big deal. 

SB: Would it be messy? Is it silly to go down a path of two different tax rates for companies? 

PB: It’s silly in terms of the loss of opportunity because you’re denying yourself the productivity 
gains, the investment gains, the wages growth and the employment growth that you would 
otherwise get. But it does add a degree of administrative complexity. Still you’d think that the 
benefits even small businesses would get would still be greater than those additional compliances. 

SB: I look at the PAYG system, for instance, that involves differing amounts of money being taxed 
at different rates. We can cope with that as the PAYG system works, I wouldn’t see that as the 
biggest impediment for business if there were two different tax rates. 

PB: A bit more complexity and some issues around the threshold, naturally. But the big question 
about this policy is why you’d want to cut it in half when you could go for the full benefits for the 
economy. 

 

 


