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i
My -~ The lurks, the perks, the qon-taxable fringe benefits would

go or stay if the companies could afford to pay tax on them. Have
!

}
you assessed how many companies might go to the wall on this propocal?
j . .c\v
Pl == I don't believe any compah%es will go to the wall under {hic
proposal Mike, its the sort of thing we have talked about with scae

repregsentatives of the business éommunity. They have conveyzd to us
i :
that they think its the appropriéte way of going about it. It¢s the

approach that was adopted in Newaealand Mike, and we bealicve ﬁhat
|

it is . a sensible way oﬁ doing it.

I -- Isn't it the easy way out?. Even cowardly to put the buﬁden

&

¢n the companies?

’
’

PM -- No, its neither easy or coqardly, It is we belicve the
i

sensible way of doing it. There€11 be a difference in reactions,

gome will say they will absorb ié, others will say well we'll trancziate

! .
into a cash benefit and you are ¢oing to be in a situation 0”*5
t

: -
very significantly reduced m?xginal rates for employees so they

will do better out of it,

MW -~ But in this particular one .you have got the eumployees gcftinﬂ

bencfits, and not paying tax on ?hem. You say thats wrong, should

change, but they're not going to?pay. The company will,
|

i . o,
PH «<.Well all I'm saying Michae}, its not just something we conjurcd
! .
up, and said Oh isn't this a cle?er idea, we had discussions with
repregsentatives of ewployers, an% there is not actually aniversal

{ . .
aprobation by employers, but we have cértainly had represcntatives ot
. { :
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employers saying to us they think| this is a sensible route to

1
follow. 1Its one that has been ad?ptcd in New Zealand aftexr veory
serious consideration and discusshon over there, we beliecve this ig

a fair and equitable way of handling it.
}

MWl -- so its not just a matter of%employees having rore votcs than
companies, !

PM ~- No, certainly not.

MY -- tell officially, pol\thlan% of rcourse get the bast tax frec
perks of all. Woild they still g%t them?

PM ~= No the same rule would appl§ to politicians as to other pgople.
I'm a little bit disapointed that;in the discussion that has developad
today, there has been some sugge?tion that we might b2 doing

it because there is some potentlai benefit for ourselves, I jmst
s8imply want to say thisg, I had 1n{endod at an early stage o say it
and I scay it now, that when Paul keatlng and T were discussing thoue
ratters quite early in the plece,iwe saw that as a result of the X
bringing in of the package there %ould be a, benefit to ourselves

in reduction of the higher margin%l rates, both Paul and I deqiéed
that in regard to any net benefité that would accrue to us we wdulda't
accept them, Any thing that woul¢ come to us vould go to cha r*ty
bacause we, I'm not trying to qraqutand about that, I don ¢ vant this
issuve in any way muddied by any s?ggeotlons that you are tryvng to o

SOmethlng to benefit yourself. {

' .
M7 -~ What about members of parlidment and their electoral allowanczs

which are guite subs tantial? whaé veos
PM ~- What's been said in the whi#e paper, is that where you have any

arbitrated provision then that w;ll be not covered by thoese pvogo"“sf

~%

and that will apply equally to membero of parliament as to enjone in

1 .
the workforce who have that sort &f benefit.
i
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. PH =='X'don't think so.

cont .... 3 i

I’ -- Doesn't that make it much mpau difficult to sell this pr0003a1

i n |
MW -= then companies are sadvantaged, but politicians won’t ke.

I

PM -~ No, that's not the right sq:t of comparison, what you are ‘

4

! ,
saying 1s that therc are a whole ﬁot of people in the community

. . ‘ . "
Mike who have arbitrated allowancec, they have been the xesult of a«
)

independent, arbitral dec181on aqd in those cases it is sald, and

its appropriate not to touch LhOEG. The major hacmotrhac ng of Lle
l

revenuve system Mike is in the prlvate sector tWwhere, and this is wnat
l

the private sector itself tells you that they are making uvp ;c‘Ln@r Lon

|
|
in packages which are in part a ﬁalary but then they have all theze }
; , :
other things like payment of education, housing, and all ¢hat cort |

of thing, i , .

MWd-- Yes, no doubt about that, éhere is no doubt at all, but surely

the same applies to politicians,ibut you are ndw doingAto différen'iateow
PM -- We are not dlgferentlagwng: I don'’t know how many times L hiave

to say i¢, I'm saying that ex act%y the same rule will apply to pﬂlltlcucq
as to the rest of the communlty.é Exactly the same rules. ;
Fill == The company says, well eitﬁer I can afford to pay the exfza and
I will pay it ¢o keep these bettér paid executives happy or thoy
won't and they won't get it and éhey can make a decision as toiwhethe
they stay or not.  Politicians wéll get it. |

PM ~- Politicians will have the %ame rules applied to them as in the
rest of the community where theré are arbitrated decisions wheéo it
ig sinply not a question of an arbltrary decision, by somz emoloyev
but where there have been 1ndependent tribunals saylng that in
respeact of tho employiment of thL* class of person, this gort of
allowance should be made, whether its a politician or any one élse
wiere there has that xnmcpendent'uecxslon made, then theAsame

rules will opply to averybody. %ow I have satd that 3 tlmes ﬂﬁ?c

CONTs0o .
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I think that ought to be enough tP ectablish the point.
MY -= Prime Minister what do you xhlnk youv proposal.really will co

to stop tax avcecidance?

....a..-...- -

PM -- Well there are these things to be gsaid. In the broadening of thez
tax base, the direct {.ax base, thpre vill be a clesing of & numbér
of shelters whidch have been used %or the purpose of tax avciﬁahee,
The closing of of those shelicrs nlll nean the end of avoxo,nce in
those areas. The second thing lS that if the broad based cOﬂGumhtLOn
tax isc brought’'in those lncreaolng numbers of people in ;he cozmunlty
who buy the usual clever lawyers %nd accountahts have avoidad fhev
payment 6f any tax on their incémé and zlso in the absence of §
consumption tax aren’t paying any tax on the spcnd'ng of that incoﬁ,.
They will be caught up there by LHe 12%% consumption tax, tacy will
be paying tax so that's the second point. |
MU -=--Can Y just take it a pdint at a time because that is verj
important. Are you conceding that if you ,an‘F catch then on tle
tax they should be paying, at lea§t get them for 12%%. ;o
PM -~ That's not the only point, ?hat I'm saying is that I beliévé
that <he crdinary Mr & Mrs Austra&ia object to the point whcrefnéw
go many of them are paying in resgect of t¢he marginal dollax té@t
they earn that they are paying vi%tually half of every marginii

j
dollar out in tax. 46 cents in every marginal dollar.going. there
i

we will be able to provide a net beneflt for the majority of Auqyrallunv

is because of two things. 1 we w&ll be broadening the dirccn tar
base. Removing shelters and so op,so more revenue will be coming in
and secondly you'll be getting th&s dividend throuch the consum§tioq
tax from those people who at the Roment don't pay any tax at ailu

So £rom thosze two sources you 11 be able to get the situatlo on wiich

W3IXC cane !
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for the person on average earinings produces this situation. They'll
i )
get 31 dollars a week cut in taxeﬁ, they will pay an extra $16.60
. | g
because of the increases in price§ and associated wvith the broadiasced

consumption <¢ax 50 in net terms, &hat average weekly earuing wiil Lo
i
$14 a week better of. Ue're able to do those things baczusa

|
. . i
we are bringing in a ¢ax on those
Ml --- Do yvou think you have any %ealistic propocition?
H .
Getting those people vho are dodging the 60 cents rate or the new

who currently are avoiding ito

50 cents rate, and picking thein u% only the 124% xate as vou propoied

Fo you have any rezlistic chance pf picking them up cleanly and

making them pay the lot?

——m———

Pil -- Well, I think to the extent that there is a%part of &

)

: - | ] -
package a reduction in the top magginal rate from 60 to 50 that o*

] - t 1] L4 * « )
iteelf will tend to reduce evasion and avoidance, it will not cut
: e

[
it out entirely. |

MW -- Is that really your advice 7rom the business community?

PM === Yes, that well, let me pu% it this way, T maan bRy thb
narginal rate ig 90 cents in the ?ollar there is a very very hi?h
incentive to avoid, if its down t? 10% much less., So clearly 3
think the reduction in marginal x?tes on balance have an efféctiof
reducing the tendency to evadion %nd avoidance.

. ‘s ! . . s
W == Prime Minister there seem to be some anomalies, in thz congution
o .
tax replacing other sales tax wheke luxury goods may come in choancr
. R ‘

. ) ] . , '
and basic necessities will be more expensive almost you cen get a

cheaper BRolls Royce and pay more;for your mince meat and brca&}
PM <+~ But you will be having veryévery much more in your pey paékmt
or in your social welfare receipt} You'll be having moxe money}
( :
to pay that increased price in neﬁ terms after you have poid the
' :

increased price out of your highe% pay packet oy your highcr.qdqﬁul
MOZE .oq. '
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velfare packet. You will bez betﬁer off, You and your trecasurex
have obviouly worked very hard 'to propose compensation for tﬁe

poor who might be disadvantaged Qnﬁef this set of proposals,

Would you consider compoensation %or businessas which way be ruined

as a resule? o i ;

PM -~ We don't believe businesses will be ruined as a result. There
4 .

is no evidence to suggest that tﬁey will be. If you have a taz

system whirh is more econonic th%n efficient and if you increase
1]
the amount of money vwhich is goiﬁg to be available to the oxdlnaxy
. . .
tax payer, the ones with the highast propensity to consumz thejy

will in fact be able to buy more goods and services in real terms,
’ . ' : .

If the community as a whole iso p@t in that position, then in econowic
Rl l 4
terms the business community wil# bz better of.

i ' :
M -- Lets take an isolated pocket, say an up market restaurant,
vhich many people believe have eﬁisted on expensé accounts. Now

l

they have got 12%% to add to theﬁr prices and they may have drastically

decreased cuctomers. i

PM ~-- Well, Mike if you're sayind that looking at the Australian
i .

tax system as a whole and trying %o get a fairer system forx av@rage

i

Mr & Mrs Australia where they are paying % or every marginal ceollar

in tax, and where we are going té preduce the situation wnere thcy
are $14 a week better off where gensions and social security péople
are going to ba better off that weABhouldn't do thoge things bgcause
we might hurt a few up market resgtaurants I tell you where X cnae

dowmn.

¥l -- No there ia no suggestion df that, I was asking if-you wohld

consider compensation for any businesses, especially small businenses
which you might out?

moxeocn-
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PM -=- D don't believe that we will wipe out small businessmen. If
1 .

. s I , o
in fact you've got the situation Fhere those upmarket restaurangs
have beon able to operate on the basis that kNr and NMrs cverage

Australia is paying for their pro%its through too much vax, and

|

the pceople on expense accounts asébeing able to go along theze at
the cost to average Mr & Mrs Aust%alia then, I believe, thet tﬁe
people wvho go along to these upp%r pracket restauvrants that yo#
talking about will still ko able %o survive because of the p2opic
vant to go thexre as they still wa%t to then they will poy. Repnevker,
in other countries where you have}consumption taxes and 50 on a@d

taxes on gervices, you still have!five star restaurants.

M -- You propose a form of deathiduty, I know it will be very nild
§ 3
in the carly yeaors, '

PI1 == tlell that's your assertion,iits not a correct one.

>

Kl -- You are proposing that if sémeone dies there will ke a taiz on

'
3
|

the gain .... .
PM -- I am saying that there ﬁill;be a capital gains'tax vhich ?ill
not be a death duty. . ;
W -~ Alright, I'll accept your wgrds, but if someone

Pli =~ Its not just my words, its 48 clear understanding of anyonc
involved in the tax system., A capital gains tax on the part of¥én
estate which is, may I remind you, not on the nominal value of ghe

of whats going to be subject to aztax, but will be on real géiné, not
just taxing for inflation, that ig not a death duty.

I} -~ Yes, lock I urlderstand the dain, you are going to have a éut

off pecint and you say whatever gaing there are aftex t¢his, less

inflation, that will be subjected to thig tax. A lot of peoplo‘
understand that, as a lot of people understood the ascets test, DLut
if you couidn't dispel the spectre of the assets test, how ‘ will

LOYE oo A { o
!




cont ..., 8
vou scll what will appear to many pecpile to be a form of dezath

duty?

PM ~- Well, it will only appear %f people like yourself who know
better keep referring to it as s’ch. You know its not, and yoﬁ
would do a great dervice to the responsible debate in the cemmuﬁity
if 1t was describad ag a capitalfgains tax which it is, that”s:the
proposal and not a death duty. RLut let me say this, I havé faith
in the capacity of the Australial community to look at this

'u; package as a whele . Let me rem}nd you that virtually every oéher
| conTry in the Western Hnrid hat 'a rapital gaine tav thay howve it

not basically as a form of great:and enormous revenue raiscing

but they have it bescause there ig a realisation that it is o necessary

i

| ingtrument if you are going to have a whole armoury available to

L . )

| the community to help fight tax gvoidance and evasion and its because
I believe the community wants to 'stamp out tax avoidance and evasion

that they will accept that this very mild capital gains tax is

appropriate to protect the community as a whole. Particulcrly vhen

they know that it is not going to be a capital gains tax wk:ich

applies to the private home. g

My -- Prime Minister its your government, this is what your goveriucnt

want. Do you believe it will hanen?
!

PM -- Well Michael, let me say this, that when I introduced this

procesgs during the last election campaign I said there were ©

principles and the ninth and in.a sense , the moszt impbrtant
principle was this, that no tax 4eform proposal could bz intiroduced
into the community unless it bad*fairly broad comnunity accaptancs.
We have initiated a process in which the community is going to.have
2 grecat opportunity to be involwved in the debate, the discussion,
culminating in the swmmit. I believe that the cormunity twill

!
ROXE sooo !
i
!
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see this basic point Mike and thaté's vhat I ask every one of mf
fellow Australian nen and wbmen to understand. The precant

tax system ig in decay and the péoéess of decay is hurtiung aveﬁage
Mr and Mrs Australia. A vwealthy, vich person vho can af{ford the

tax accountant, the taex lawyer tq dodge and avoid is the one which

ig benefitéd. Now I believe that ordinary Mr & Mrs Ausivalia vants

)

a fairer system ond a more effi cient system. I beiicve that they

will respond positively to this proposal.

[UORSR o BB

W == In short you are saying thﬁt you balieve that this will
happen., f ‘

Pii == I helieve so because I do.%ave faith in thé Australian public.
i -~ Thank you very much Prime Minister | -

PM -- Thanlt you very much indeed Michael

EiDS




