Election FactCheck: is Labor planning to increase taxes by $100 billion over ten years?

Written by The Conversation USA

Labor has no plan for Australia except to increase taxes by $100 billion over ten years. - Prime
Minister Malcolm Turnbull, Liberal Party of Australia email to subscribers, May 8, 2016.

Tax is shaping up to be a hot button issue in this election, with both major parties aiming to pa
int their opponents
as high taxers. So is Prime Minister Malcolm Turnbull right to say that Labor plans to increase

taxes by A$100 billion over ten years?

It all depends on the question: what exactly is that “increase” based on?

Where does the figure of $100 billion come from?

In his budget reply speech , Opposition Leader Bill Shorten promised to deliver savings of A$71
billion over ten years, chiefly by rejecting almost all the budget’s company tax cut.

But in an interview with the ABC in April, Shadow Treasurer Chris Bowen said

Our fiscal rule is very clear and we’ve led the way with $100 billion - more than $100 billion
worth of improvements to the budget bottom line.

The Conversation understands that prime minister’s statement about the $100 billion was based
on Labor’s own numbers relative to the Coalition’s position. The policies that would add up to a
A$100 billion increase include:

1. Labor’s policy to limit negative gearing to new residential housing

2. Labor’s policy to increase Australia’s capital gains tax rate by 50%

3. Labor’s policy to leave Australia’s top marginal income tax rate at 47% (49% including
the Medicare Levy)

4. Labor’s policy to reject the reduction in company taxes laid out under the Coalition’s Ent



http://www.afr.com/news/politics/election/election-2016-scott-morrison-steps-up-high-tax-attack-on-labor-20160504-gommwl
https://www.pennywong.com.au/transcripts/sky-news-to-the-point-2/
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https://theconversation.com/shorten-budget-reply-labor-finds-big-dollars-by-rejecting-most-of-budgets-company-tax-cut-58947
http://www.abc.net.au/lateline/content/2015/s4443619.htm
http://www.alp.org.au/negativegearing?_ga=1.238618245.480909297.1462849443
http://www.100positivepolicies.org.au/positive_plan_on_housing_affordability_capital_gains_tax_reform
http://www.100positivepolicies.org.au/fair_income_taxes_for_budget_repair_thats_fair
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erprise Tax Plan
5. Labor’s superannuation policies.

So the PM is arguing that Labor’s plan is a $100 billion increase on what the Coalition has
promised; it's not $100 billion more than what the federal government currently collects in taxes.

Note that the only appearance of the word “increase” in this list is in item two, on the capital
gains tax rate. | think it's also fair enough to think of a proposed limit on negative gearing in item
one as a “tax increase”, although it would really be a removal of a tax subsidy, not an increase
in a tax rate. (You can read more here on what meets the official definition of a tax.)

But to suggest Labor’s rejection of the Coalition’s plan to reduce company taxes in item four is a
“tax increase” is a bit rich (pardon the pun).

In the typical use of the English language, an “increase” refers to a positive change in
something relative to a well-established reality, not relative to a hypothetical scenario.

If my boss doesn’t give me a pay raise when | ask for one, | might be disappointed. But | can’t
really call it a “pay cut” just because | asked for a raise. My current pay is the baseline reality.
My requested raise is a pure hypothetical.

In terms of an “increase in taxes”, a reasonable baseline reality would be projected tax receipts
under existing tax rates prior to the recent budget.

But the Coalition’s position that includes cuts to company taxes is really a hypothetical scenario
until passed by parliament.

Labor’s plan is not to “increase taxes by $100 billion” from current levels, but rather it is to limit
negative gearing; raise capital gains taxes; maintain the current top marginal income tax rate;
not cut company taxes in the way proposed by the Coalition; and apply different policies to
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superannuation than the Coalition.

This is clearly a more complex set of policies than just a simple tax increase.

A more accurate statement

It would be fair to say that Labor’s plan could lead to $100 billion more (or thereabouts) in taxes
than the Coalition’s plan over the next ten years. But, once again, the difference is not all due to
an actual increase in taxes. Some of it is due to not decreasing taxes.

Perhaps | am asking for too much precision of language from our politicians who have been
trained to produce highly simplified sound bites. But “increase” is a widely used and well
understood word. So its misuse here is problematic.

Finally, it's worth noting that an average of $10 billion more a year in taxes equals only about
0.6% of current total income in the Australian economy. It is a near certainty than any projection
will be off by far more than this at some point in the next decade, regardless of who wins the
election.

Verdict

The PM’s statement is misleading. As | interpret it, his quote makes it sound as though Labor
plans to increases taxes from the current levels by $100 billion over ten years.

It would be fairer to say that Labor’s plan could lead to $100 billion more in taxes than the
Coalition’s plan over the next ten years. But the difference is not all due to an actual increase in
taxes. Some of it is due to

not decreasing

taxes.

— James Morley.

Review
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| like this article and its attempt to diagnose a difficult issue. | am not sure that arguing over long
projections such as ten year horizons is all that useful. No one knows what the future holds so
far out, and future governments can chop and change these measures in subsequent budgets
or economic statements.

This FactCheck also makes the valid point that “saving measures” are not inherently “tax
increases”. Not providing or matching a promised tax cut is not necessarily a “tax increase”.

Take, for example, business company tax: Labor’s plan would keep the tax take at about the
same level as now, so that’s not a tax increase in any normal sense. However, it would imply
that Labor would have business paying more tax than the Coalition under the current proposals.

| am not sure that the verdict is accurate that Turnbull is being “misleading”. If you add up the
impact over four years Labor’s proposed negative gearing changes, superannuation changes,
capital gains tax increase, plus the higher income supercharge on high income earners, and the
hike in the tobacco tax, then Labor may be raising $100 billion more in revenue in the medium
to longer term.

However, while Labor has announced it is increasing these taxes, the Coalition is also
increasing superannuation taxation (with three coordinated changes to current arrangements)
and increasing the tobacco tax. That said, the Coalition has also announced tax reductions to
business, those earning above A$80,000, and the very high income earners who currently pay
the extra levy. So the comparable “net effect” of the tax proposals from both sides is likely to be
far less than the $100 billion Turnbull claims.

The last statement in this FactCheck article is a fair representation of the facts. — John Wanna

Have you ever seen a “fact” worth checking? The Conversation’s FactCheck asks academic
experts to test claims and see how true they are. We then ask a second academic to review an
anonymous copy of the article. You can request a check at checkit@theconversation.edu.au.
Please include the statement you would like us to check, the date it was made, and a link if
possible.

James Morley receives funding from the ARC.
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John Wanna does not work for, consult, own shares in or receive funding from any company or
organization that would benefit from this article, and has disclosed no relevant affiliations
beyond the academic appointment above.

Read more http://theconversation.com/election-factcheck-is-labor-planning-to-increase-taxes-
by-100-billion-over-ten-years-59159
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