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Kristina: Innes Willox, we’re expecting MYEFO out next month. I think we can all anticipate there’ll be a 

continued drop in revenue and an increased deficit – what does business want to see from the 

Government and how quickly do they want to see it? 

Innes: Well, MYEFO is going to be a milestone for the Government because that will be a point where 

the new Government really takes control of its own destiny and agenda. There are a couple of things 

weighing on Government at the moment: one is structural change in the economy that we’ve talked a lot 

about. The mining sector coming off – that’s worrying our members at Ai Group at the moment. The 

China slowdown is a big issue, and the one that really hasn’t been picked up yet or talked about yet is 

the El Nino on the east coast of Australia and how much that will impact on agriculture, chemicals 

industry, food processing and the like through next year.   

So what we want…. we want to recalibrate, reboot the economy. So we talk about the three ‘I’s – 

Industrial relations, Infrastructure and Innovation, and then we’d put in skills as another key area for the 

Government to address. There’s only so much the Reserve Bank can do. I think it’s now more likely than 

not that we’ll get a rate cut if not in December then in February, given what the Reserve Bank said 

yesterday. There’s only so much monetary policy can do. The Government’s got a couple of levers: it’s 

got capital, it’s got labour and it’s got innovation, and that’s probably a good start to pull on all three of 

those to get that growth trend up. 

Peter: What about the delaying of MYEFO? Once upon a time these used to come out in October. Now 

they seem to be coming out post the sitting period of the Parliament in December. Would you like to see 

it out earlier? 

Innes: If you take it as the mid-point in the Budget – what you don’t want is it to come out on December 

the 24th. I remember one year it came out before, right before, Christmas. You don’t want that. As long 

as it comes out very late November early December everyone can live with that. We can then start 

looking at the settings for the new year. The Prime Minister is the only one who makes a call on elections 

but given what he’s said on Monday, it’s more likely than not the parliament will go the full term, which is 

probably a good thing. The MYEFO then the Budget in May – they’re the times to be able to reset that 

agenda. 

Kristina: We need to go to the issue of the day – the GST. We’ve got Coalition MPs seeming to be 

taking issue with each other publicly; we’ve got Labor Premiers seeming to be indicating they might 

wave it through if there’s a mandate, it’s being reported in the Fairfax papers. Look at some of the 

argument in the Coalition ranks on GST – are you confident there’s going to be some sort of sensible or 

coherent reform proposal coming forward from the Government?  

Innes: Let’s put it this way – there’s a debate running so that’s a positive thing, it’s a very good thing we 

are talking about these issues. And so you are going to end up with – Paul Keating would say – every 

parrot in the petshop having a view around the GST, but let them put it forward. Let’s put everything into 

the mix, then we will have a proper community discussion around the GST.  

Yes, I am confident the Government will come out with a coherent position. What the underlying platform 

is, if there is to be changes to the GST and we from a business perspective believe there needs to be for 



a whole lot of reasons, then there should be adequate compensation to ensure that those impacted by a 

rise in the GST aren’t worse off. So the Government then has to work through that, so you’re talking 

about pensioners, those on welfare and the like. That all makes perfect sense. But the reality is, our tax 

system isn’t working. You talked earlier about revenue declining, deficit going up; well tax is a big part of 

that. We need to find ways to drive a tax system that is much more sensible for the future. With our 

demographic needs, with the rising older population, less people in the workforce, bigger health budgets 

– we need to do these things. 

Kristina:  Can I just jump in there, because it seems you are arguing that increased GST should go 

towards funding the cost of the ageing population, funding health and education. Some are saying it 

needs to fund tax cuts – income tax cuts, company tax. It’s not a magic pudding – what are your 

priorities if the GST is raised?  

Innes: You’re exactly right. I was talking about the demographic challenges. But another key component 

of that is the productivity challenge and we need to find ways to make ourselves more competitive. Our 

productivity levels have been stagnating, we’ve become less competitive. The anecdotal evidence from 

Ai Group members of the economy now is, although there is increased optimism with the rhetoric of the 

Government, there’s still concern that quite clearly that hasn’t translated into anything concrete as yet. 

So there’s a bit of a wait and see out there in the community, people still keeping their hands in their 

pockets.  

So you’re right, it’s not a magic pudding but it can go some way towards addressing a very high 

corporate tax rate. We have one of the highest corporate tax rates in the world. We have to address 

bracket creep, we have to find ways to use that to allow business to be more innovative – maybe give 

greater concessions around R&D tax concessions and the like. So if we are to increase the GST from 

10-15% and get rid of the exemptions, we’ve all seen projections that it would double revenue. Be that 

as it may, there is still a lot of work the GST would have to do. Also look at a lot of state-based taxes as 

well. 

Peter:  I’m very comfortable about a lot of what you’ve said... but Anthony Albanese said to me today 

they have a lot of concerns about the regressive nature of it and while a lot of the things you said might 

grow the pie they’re not going to address the regressive nature of the GST? 

Innes: I think where the government needs to get up the message and deliver is about compensation 

measures. I think there’s a legitimate argument there, no doubt about it. In any tax change measure 

there are winners and losers and you need to try and mitigate or lessen the impact of the losses on 

those that are missing out. What our point is, is that if you can do that then the benefits will potentially be 

enormous for driving those who are in work, who are being innovative and creative, and managing to 

export with this lower dollar we have at the moment – which is keeping the head of the economy above 

water – well if we could work all those equations out  then I think this could be a very successful move.   

But it can’t be done alone – a GST reform in isolation.  We need to look at and examine all state-based 

taxes that are inefficient – land tax, payroll tax and the like. At least shine a light on all those taxes so we  

do have a comprehensive reform package. I think what’s happened in the past and what’s frustrated a lot 

in business is that these proposals, when they’ve been put forward in Henry or in other fields, 

Governments have picked at one bit of it and tried to…  

Peter: [interrupts] Cherry picking… the cheery picking is definitely a problem but let me put this to you.    

Tony Shepard has said… Whether we like it or not taxes are going to go up as a share of GDP if the 

GST is increased. Do you accept that? 

Innes: It probably will Peter. They’re about 24% of GDP at the moment and you’d think they would go up 

if there’s an increase in GST. It depends on what we go to, if we go to 12.5% or 15% its obviously going 

to impact on the tax share. But it probably will. The trick then is to put that tax pie to better use to get rid 

of inefficient taxes and drive growth. So we may have a situation where as a proportion of the GDP we 



are paying more but it’s how to utilise it and that’s going to be a big sale for the Government, and we 

would argue that the Government doesn’t rush into this – there needs to be a community discussion.  

The fact that government frontbenchers and backbenchers are coming out with views is a positive thing, 

adding it to the public debate and adding to the public awareness. As Tony Shepard’s Commission of 

Audit said, the tax system we have at the moment isn’t fit for purpose for the 21st century. 

Kristina:  Yesterday we had on Sam Crosby from the McKell Institute who said cutting penalty rates 

would disproportionally impact rural and regional Australia, opposed to the idea of getting rid of penalty 

rates. I presume you would have a view that it would help increase employment figures. How do you sell 

to the electorate you will cut penalty rates, cut their income but increase the cost of everything by hiking 

the GST? 

Innes: There’s a very simple argument around penalty rates that if you were to cut Sunday penalty rates 

back to Saturday penalty rates you would be able to employ a lot more people. You might pay them a 

little less but the equation is you would have a lot more people in work. And that would generate further 

employment and further growth. What you’ve got now is on the weekends – I think there has to be some 

benefits for working on the weekends – in this day and age, not just in food and retail but in transport, 

construction, logistics, manufacturing, a lot of businesses are working seven days a week. And that’s just 

the reality of what we’re facing at the moment. So what we’re trying to balance up here is you have more 

people in work, more people earning an income, more contributing to economic growth. The fact is a lot 

of businesses can’t or won’t open on weekends, particularly on a Sunday – and that’s impacting on the 

general public’s ability to earn an income, be self-sufficient and be productive. 

Peter: I’ve always been in support of adjustments to penalty rates… but is that really true that a shop 

with two staffers paying double time, if they had to pay double time – would that really be the difference 

between opening and not opening on that day? 

Innes: What it does Peter is it makes a decision for a lot of businesses whether they will open or not on 

that day, that’s the starting point. A lot of businesses say they can’t afford to open, let alone with two 

staffers. They don’t open at all, so it takes away that opportunity for those staff to work at all on that day. 

Peter:  I guess my question is – would they open at all even with Saturday penalty rates? 

Innes:  Anecdotally we hear that they would because they can cover that cost. What we saw in Victoria 

when the Government called a public holiday on the Friday before the Grand Final was that businesses 

opened because they felt they had to, but they lost a lot of money. Some business owner said he lost 

900,000 on that day – a big business. Another said 150,000, and more because they felt they had to 

open but they were paying wages far and above. We’re running a case on penalty rates for fast food in 

the Fair Work Commission and the evidence from the fast food sector is around 80% of their staff who 

work on Sundays are aged around 18 and under, so these are kids who are working double time on a 

day when the rest of the community isn’t working. So you’ve got to ask why are they getting the primary 

benefit. That doesn’t make logical sense. 
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