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KIERAN GILBERT:  Our top story this morning; the Leaders' Retreat in Sydney. It's normally 
something you associate with international summits like APEC or the G20, but the Prime Minister's 
convened these talks with state and territory counterparts to try and nut out a way forward on 
federation, and at the very centre of this is how to pay for rising health costs. We've heard Mike 
Baird's intervention this week; he wants an increase in the GST - the rate not the broadening of the 
base - to 15 per cent. Still keeping those exclusions of education and childcare and so on. Over the 
last couple of days we've had contributions to this debate from the business community, including 
from the Australian Industry Group chief Innes Willox, and Innes joins me live from Melbourne now.  
You're suggesting that if there's going to be any increase in the GST it should be accompanied by 
reductions in other inefficient taxes.  Can you talk us through your position? 
 
INNES WILLOX:  Well that's right Kieran, there's no point in increasing the GST, both the rate of 
the GST and the base of the GST, unless you were doing that in some way to compensate for the 
reduction of other taxes, and the first place to look when you're trying to eradicate taxes is to go 
towards the inefficient ones; the ones that are hobbling our productivity and our competitiveness, 
and when you look a bit further they're usually in the state basket, and you'll see those around land 
taxes, stamp duties, motor vehicle taxes, and of course payroll taxes. And they're three key taxes 
we believe that should be put under the microscope. They're the ones that business say all the 
time are big imposts on them, and stop them investing in their own business.  
 
So we think it's very positive that there's this discussion happening today, but we want it to go 
somewhere, not just to be the Premiers and the Prime Minister talking about issues, we want some 
resolution. It won't necessarily happen today, but we need this to be followed through to keep the 
reform spirit alive in Australia. 
 
KIERAN GILBERT:  Do you accept though that there are other priorities here as well that as the 
Premier puts it - of New South Wales - that they're heading towards a fiscal cliff when it comes to 
health funding, so that's the priority in terms of any increased revenue out of the GST and parallel 
to that of course is the compensation issue for low to middle income earners. Do you accept that 
your priorities might be a second tier issue here for the state leaders? 
 
INNES WILLOX:  Well we would hope not, and we would hope that we can address all of these 
issues that have been identified. I think Mike Baird deserves enormous credit for at least putting his 
head above the parapet and talking about having to raise the rate of the GST; that's the sort of 
political courage that we need. We believe that Governments need to go further and also broaden 
the base to get rid of the exemptions around the GST because the exemptions make it not as 
efficient a tax as it could be. The health issue is a significant one, but the fact is Kieran that over 
the longer term we're going to run over a fiscal cliff more generally unless we address our tax 
base. The intergenerational report released earlier this year made it very clear - laid it out very 
starkly that our tax system as it now stands will not stand up, and is not fit for purpose for our 
needs going forward, including our changing demography which is putting pressure on our health 
budget. 
 
KIERAN GILBERT:  Indeed and... but I guess in terms of the short term challenge of the health 
spend, given the Abbott Government's withdrawal of $80 billion over the next decade on health 
and education you can see why the urgency from the state leaders is on that health spend. 
 
INNES WILLOX:  Oh absolutely and it is a very significant issue that we need to address, but we 
need to do more than just look at the short term, and we need to do more than just look at the 
health budget here. Now, we've been looking at taxation as a whole, we need to look at it 
holistically. Just take one measure that's been advocated by some as to increase the Medicare 
levy from two up to four per cent and then hypothecate that to health, that's not going to fix our 
longer term problems. That - to excuse the pun around health - that would just be a band-aid for 
one particular problem. It's not going to address the overall structural needs of our economy going 
forward to make us more competitive and it would just really be a stop-gap measure unfortunately 
but health is a crucial area, let's not get away from that, but we need to think beyond that, we need 
to think into the longer term as well. 



 
KIERAN GILBERT:  Now, you alluded to that Medicare levy proposal. That's come from a couple 
of the state Labor leaders who have said they won't back an increase in the GST. So, while you're 
encouraged by the discussion started by Mike Baird, there is not a lot of cause for optimism is 
there Innes Willox, in the sense that they're going to come up with any deal, certainly not today as 
you mentioned, but even down the track, given how intransigent some of the leaders are when it 
comes to the GST. 
 
INNES WILLOX:  Well, it's - look, it's - no doubt about it, the way the GST's been set up requiring 
all the states to approve change makes it very difficult to change because it requires a unity of 
political courage to get this done and we would hope that the state premiers would understand the 
long term challenges that we have here. We're encouraged by the fact that the Prime Minister has 
called today's meeting and has put tax on the table. That's a very, very positive first step. The first 
point about recognising you have a problem is talking about it and that's what's happening today 
and it's a very coherent way for governments to address this issue. We don't expect there to be 
any outcomes today, communique saying they're going to do x, y or z but what we're hoping is at 
the end of the day we don't have premiers coming out saying GST will rise over my dead body and 
you go and find another fix to the nation's problems. We have to think much more broadly, we have 
to think much more holistically. We have a tax white paper which is being worked on at the 
moment and if the premiers were today to kill off a key component of that tax discussion, that 
would be very disappointing and it would narrow that conversation very much and it would make it 
very difficult for us to achieve the necessary reforms that we need. 
 
Today is a test, Kieran - today is a test of our overall political leadership to see if they can at least 
be prepared to face up to some of the longer term competitiveness problems that we have and not 
kick that can down the road. 
 
KIERAN GILBERT:  And it's - well, it's encouraging from that perspective to see the comments of 
Andrew Barr and Jay Weatherill who are open to changes with appropriate compensation but let's 
move on to the comments made to - by the Opposition Leader to Sky News in relation to this 
weekend's ALP conference and it's the Labor Party ambition to see 50 per cent of the electricity 
energy mix generated by renewable energy by 2030. What do you make of that proposal from Mr 
Shorten which he'll confirm this weekend in Melbourne? 
 
INNES WILLOX:  Well, we'll have to see the details obviously so I'll put that caveat and we'll have 
to see the announcement. There's a couple of points to make about it. We've just had a prolonged 
discussion in Australia over the Renewable Energy Target between now and 2020 which has 
succumbed to a landing point between the Government and the Opposition and that was most 
welcome. So, we've got some short term certainty. The Opposition is putting in a longer term 
proposal here. It will obviously - if that is to be followed through - have some consequences. It will 
have consequences for our current energy mix and our current energy sources and so that will 
have both cost and employment implications there. I think we need to look at this through the prism 
of some principles and they're the sort of principles that we have always espoused when it comes 
to climate debate and the first one is - in this, is that any measures need to be looked at through 
the prism of least cost. That they will put least cost on business and on households when it comes 
to making change and that's the test that I think this proposal from the Opposition needs to be first 
looked at. We need to see the details but this will be a pretty costly endeavour, you'd imagine, so 
we just need to see exactly how the Opposition is laying it out. 
 
I noticed today that Mark Butler is saying it's not up to government - a Labor government to pick 
winners but at the same time, they need to give us some assurances around the cost for business 
of a policy such as this and that's where we'll be talking to them and I'll be hopefully meeting the 
Opposition Leader next week to discuss this proposal. 
 
KIERAN GILBERT:  Okay. Innes Willox, thanks for your time this morning, appreciate it. Innes 
Willox, there… 
 
INNES WILLOX:  Thanks Kieran. 
 



KIERAN GILBERT:  The chief executive of the Australian Industry Group. 


