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GST debate bigger than WA: Don’t punish states for growing their economies

The Association of Mining and Exploration Companies (AMEC) is urging the Commonwealth
Government to stand by its repeated commitment to Western Australia’s GST arrangements,
warning that winding back the 2018 reforms would send the wrong economic signal to every
state and territory.

The Productivity Commission’s interim report into GST distribution has recommended
moving back towards the pre-2018 system, describing the reforms as costly and estimating
they have cost the Commonwealth almost $23 billion to 2024-25.

AMEC believes the debate needs to look beyond how much GST Western Australia receives
and consider what Australia wants its states and territories to do to grow the national
economy.

Chief Executive Officer Warren Pearce said, “Some people might think this is just a Western
Australian issue, but it's not. This issue is bigger than WA and has consequences for
investment right across Australia.

“We need a system that encourages states and territories to grow and develop their own
economies. We do not support policy that discourages state development.

“Australia’s resources sector has contributed around $225 billion in company tax over the six
financial years since the GST changes began. And nobody is blind to the enormous share of
Australia’s resources wealth that is generated right here in Western Australia.”

The contribution made by the resources industry to Commonwealth revenues should not be
forgotten in this debate.

“The Productivity Commission might be talking about the $23 billion cost of the GST reforms,
but that needs to be put into the context of around $225 billion in company tax generated by
the resources sector over roughly the same period.

“That tax revenue does not just benefit Western Australians. It helps pay for hospitals,
schools, infrastructure, defence and services across the entire country.”

ATO Corporate Tax Transparency data shows the Mining, Energy and Water segment alone
accounted for $48.5 billion, or 50.6 per cent, of company tax payable by large corporations
covered by the transparency regime in 2023-24.

The reason Western Australia benefits most visibly from the GST floor is because of the
extraordinary strength of its resources economy, but the principle behind encouraging
economic development applies nationally.
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“Western Australia did not become a resources powerhouse by accident. Governments and
industry have spent decades exploring, investing, building infrastructure, approving projects
and taking risks.

“We want South Australia discovering and developing more copper. We want Queensland
continuing to develop its critical minerals. We want the Northern Territory attracting
exploration investment. We want Victoria and New South Wales bringing new mines into
production.

“You cannot have a situation where state and territory governments, when making decisions
about how to grow their economy, first have to calculate how much GST revenue they might
lose as a result.

“The GST system should encourage that ambition, not punish it,” added Mr Pearce.

AMEC’s submission to the Productivity Commission noted that around 80 per cent of
Australia remains underexplored and argued that states should be encouraged to develop
the mineral, groundwater and energy resources beneath their jurisdictions.

“According to Geoscience Australia, 80 per cent of Australia is underexplored. The last thing
we want the Commonwealth to do is discourage states and territories from exploring,
investing and finding the potential minerals, groundwater and energy resources hidden
beneath the surface.

“We should also remember that mining and exploration is highly volatile and exposed to
global economic conditions and commodity prices.

“And let’s not forget that without exploration the $225 billion in company tax does not
happen. It does not happen without investment. And it does not happen unless governments

create an environment in which companies are prepared to take those risks.”

AMEC is calling on the Commonwealth to retain the existing GST floor and uphold the
commitments it has repeatedly made to Western Australia.

A strong Western Australian economy is good for Australia. A strong Queensland economy is
good for Australia. A strong South Australian, Northern Territory, Victorian, New South Wales
or Tasmanian economy is good for Australia.

“This is a really significant issue for Australia’s resources sector.

“Our federation should reward states for growing the national pie, not penalise them for
doing it.

“Some people might think this is just a WA issue, but it's not.”
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For further information or to interview Warren Pearce contact:

Ryan Rampling, National Manager — Media & Communications — 0419 809 341 |
ryan.rampling@amec.org.au
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