AUSTRALIAN EDUCATION UNION
SUBMISSION
TO
THE SENATE SELECT COMMITTEE ON

A NEW TAX SYSTEM (GST)

January 1999

Australian Education Union
Federa Office
120 Clarendon Street
Southbank VIC 3006

Copyright © Australian Education Union

Summary



The AEU supports tax reform but does not support a GST being introduced. Its
introduction will increase inequities, create uncertainty and unnecessary change, and
not lead to the claimed improvements. Audtrdia needs a tax more suited to the next
century.

If the legidation isto proceed then food, books and other learning materids, voluntary
associations and dl professond development and training should be excluded.

If thelegidationisto proceed, there areanumber of areaswithin education which need
addressing.

Whilg the Government claims that education is GST free, there are clearly a number
of areas wherethisis not the case.

The effect on Commonwesdlth and statefterritory relations needs further consideration,
debate and clarification.

The government cogtingsin regard to education aretoo generd and vagueto be of any
use. There is a need for disaggregation by sector and for the effects on students,
parents, teachers and parental organisations to be examined.

The effect of the GST on young people, especidly those in education not receiving
ether agrant or paying incometax, should be specifically examined.

A more practical approach to administration, particularly in the aress of course
definition, course materia sand excursions, and a\Wholesale Sales Tax type approach
could do much to aleviate the adminisirative burden.

The AEU recommends that if the legidation is to proceed the following changes be
made in the education area:

9.1  That educationd inditutions be granted genera exemption except in specified
circumstances.

9.2  Membership of dl voluntary associations, including professonad associations
and unions should not incur a GST.

9.3  All professiona development and training should be GST free.

9.4  There should be specific exemptions in the legidation for dl fundraising and
gmilar parentd organisation activities.

9.5  Books, other learning materids, transport to and from educationa activities
and uniforms should be excluded from the GST to dleviate increased costsin
education.




The Audrdian Education Union (AEU) is the union representing approximately 155 000 membersin
early childhood, public schools, TAFE and Adult and Community Education. As such, we have
consderable concerns about the way the GST will be implemented in regard to education.

The AEU, as aregistered union, aso has considerable concerns about the application of the GST to
unions. These are not dedlt with in this submission which focuses on the impact of the GST on matters
related to education and Augtrdian society in generd.

1. General position in regard to Taxation
11  RevenueBase

The AEU bdievesthat thefird priority in any changesto the tax system must be to secure an
adequate revenue base. In 1997 the Australian Education Union adopted a policy entitled
“Raigng the Revenue Basg” (Appendix 1). Its first section, printed below, clearly states this

position.
The Importance of an Adequate Revenue Base

Revenue raising is a vital basis for the functions of government and is
fundamental to its capacity to carry out its responsibilities. Properly
administered, it is the foundation of an equitable, fair and civil society,
and is an investment by Australiansin the future of their country.

Through providing essential services and benefits and enabling
governments to more fairly distribute wealth and income within our
community, it can play a key rolein maintaining a socially cohesive and
fair nation.

It enablesgover nmentsto fund and deliver necessary public servicessuch
as health, education, welfare, and child care.

It should also help create the conditionsfor responsible economic growth
and development.

It isregrettable that gover nments have adopted an attitude in which they
are seeking to divest themselves of responsibility for the provision of
publicservices, andthat achieving“ small government” hasbecomemore
important than the welfare of society and its citizens. They have been too
willing to leave the provision of services to the market in a way which
does not ensure their adequacy and which has undermined fundamental
democratic principles.
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Asa part of thismove, gover nments have tended to cultivate an attitude
that taxation is inherently undesirable and to be resisted. It is
continuously portrayed as an onerous and largely unnecessary burden.
The major political parties have been too willing to commit themselves
not to raise taxes as part of election platforms, and consequently have
severely limited their capacitiesto addressmajor social issuesand ensure
the necessary social infrastructure in society.

Often governments have resorted to the selling of publicly owned assets
as a way of raising revenue and/or diminishing government debt. This
has been to society’ s detriment.

Governmentsalso have placed a greater burden on users of gover nment
including community services by introducing user pays principles. This
has greatly affected the social wage of many ordinary citizens who can
ill afford these imposts.

The AEU condemns gover nments and politiciansfor the poor level of the
debateonrevenueraising and callson themto encourage a much greater
depth of understanding of the relationship between taxes and services.

Despite this poor |eadership Australians have generally shown a more
sophisticated under standing of the need for taxation, and therelationship
between taxation and the services it provides. Research shows that the
majorityof Australianswant higher taxationinorder that better services
can be provided. They have been poorly served by the contest between
themajor political partiesto bethe party offering thelowest taxation and
consequently the most inadequate services.

As aresult essential services such as education, which should be viewed
asapublic good, are being del eterioudly affected. The gap between needs
and resour cesisgrowing, and thereisincreasing impetustowards private
resourcing, fees, levies, user pays, sponsorship and other
commercialisation. Inequitiesareincreasing, and the quality of teaching
and learning is being serioudly affected by the inadequate resources and
the diversion of energy to fundraising and money collecting.

Later sections of this policy consder the principles of a good taxation system, the problems
with the current system, and the areas in need of reform.

This policy forms a background to the reaction of the AEU to the new tax proposas.
2. The AEU and the Coalition Package
2.1 Inthepolicy referred to above the AEU adopted a position opposed to agoods and services

tax (GST). The policy datesthat such atax isintringcaly regressive, would boost inflation but
not employment; and would do nothing to stop the ‘black’ economy and in fact may simulate
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faster growth in illegal economic trade.

During the recent Federa Election the AEU campaigned againgt the Coadlition’s proposas
contained in “Tax Reform, Not A New Tax A New Tax System”. (Thisis generaly referred
to in this submission as “the package”’).

The package was introduced with too little time before the eection for afull debate of dl the
issues. Consequently, the so called “mandate’ is of dubious vaidity, and certainly should not
preclude full examination of the issues prior to introduction.

These proposals were dso framed primarily within an eection context and are insufficiently
rigorous for adoption without further examination.

The AEU therefore congratul ates the Senate in convening this Inquiry, and urgesit, despite the
tactics of the government, to ensure that al aspects of the proposal are investigated, debated,
and publicised. We dso bdieve that the Senate has the right and the responsibility to rgject the
legidation or to make appropriate amendments.

The AEU remains opposed in principle to such atax and to the specific proposas contained
in the package and the ensuing legidation. Its strong view is that it would be better if the
legidation were rejected.

However, this submisson aso acknowledges there is a strong likelihood that a GST will be
introduced and therefore dedls with problems and objections to specific parts of the
government’ s proposal's which we believe should be amended should the legidation proceed.
If the legidation is not rejected, we urge that this be done to ensure that if Audrdiais to have
aGST, it isin the mogt equitable and desirable form.

General Concernswith the Package.

The totd tax package fails to address the mgjor shortfal in the revenue base. In fact, it will
reduce tax revenue by $17 billion over three years. The tax cuts are largely funded out of the
projected surplus. The surplus was cregted through the $10 hillion black hole myth and the
resulting cuts to public services. If the projected surplus is not redised, the government will
again dash public expenditure in order to balance the budget.

The AEU calculates that public schools adone require an additional $2 bn in order to meet
current exigting needs and address shortfallsin areas such asliteracy, technology provison and
professond development. The mgjor priority of any new tax system should be to provide a
revenue base adequate to ensurethat Australia provides public services such as education and
hedlth are of the highest standard.

The so0 cdlled compensation package is inadequate for many at the lower end of the income
spectrum. The case presented by the Government is unconvincing. The AEU'scdculatiionsin
regard to education done suggest that extra outgoings will eat away over hdf of the
compensation for aconsiderable number of peopleand families. The AEU urgesthe Senateto
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look fully a the potential effect of the GST on individuas and groups in a more detailed and
specific way than was done in the government’ s e ection propaganda.

EvenTreasury now admitsthat theinflation rate of 1.9% used asthe basisfor the compensation
package isincorrect, and islikely to be more than 3%.

The digtribution of thetax cutsisinequitable and clearly favoursthose dready better off. There
are many ingtances in the package whichfavour those dready well off and disadvantage those
aready disadvantaged.

There is therefore a need to address the equity of the tax cuts. The concept of a tax credit
system is one very supportable way of doing this.

Modelling by the Centre for Policy Studies at Monash University showsthat the package will
actudly shrink the economy after 2007 AD, cause afdl in living standards after 2004, and
cause subgtantial job losses in job creating industries such as tourism, entertainment and
congtruction.

Thereis absolutdly no evidence that introducing a GST will capture “black market” activities.
Indeed there is considerable evidence that it can increase such activities.

The package fails to address many of the mgjor anomaiesin the current system which alow
individuals and companiesto pay only minimal tax in relaion toincome and turnover, and leave
the mgor burden on PAYE earners. The AEU believes that much more should be done to
ensure that the tax system is fairer and that “minimisation” which is in fact evason could be
prevented and the revenue base thus consderably enhanced. Thisisdedt within greater detal
in the attached policy. The proposas within the package around salary sacrifice, for instance,
acknowledge that problems exig, but take only minima measures againgt it. Thisdoeslittleto
dedl with the red extent of the problem and inequity involved.

At every turn, the package favours capita intensveindusiry such as mining and disadvantages
labour intensve industry such astourism. It isnot job friendly.

At every turn, the package favours resource consumption over conservetion. For ingtance, it
lowers the price of private trangport whilst increasing the cost of public trangport. It is not
environment friendly.

Only five other countries have a single flat rate value added tax. Only four apply the GST to
food.

For these reasons, the package is outdated before its introduction. The GST as proposed is
not an appropriate one for an economy in the next century.

Should the GST proceed, there are fours areas which incur GST within the proposa's which
the AEU strongly advocates should never have a GST imposed on them.

3.13.1 Theinevitable regressve nature of a GST type tax is consderably enhanced by the inclusion
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of basic items, particularly food, within the scope of a GST. Food must be excluded as afirst
step to making the package more equitable. Arguments againg this based on the problem of
definition are largdly spurious and far from insurmountable.

Asan organi sation dedicated to education, knowledgeand learning, the AEU istota ly opposed
to the GST being included on any books and other learning materids. It is outrageous and
highly inappropriate that a government would seek to tax materids which are so vitd to the
development of basic ills, the intellectud development of the country and to our democratic
framework.

If the GST on books proceeds, Austrdiawill become one of only five countries in the world
to impose atax on knowledge and information in the form of books, periodicals, newspapers,
and educationa software and I nternet access. Education cannot be considered GST freewhilst
there isatax on information and knowledge.

The AEU understands that the arguments againgt a GST will be articulated in considerable
detall in the submission of the Audrdian Society of Authors and the Audtralian Booksdllers
Asociation. The AEU supports these arguments and their campaign “No Tax on Learning,
No Tax on Knowledge - No GST on Books'.

Smilarly, it istotaly iniquitous that a government would seek to tax the private and voluntary
efforts of citizens through a GST on non profit organisations. The proposed legidation treats
non-profit community organisations asif they are businesses. Many small organisations (under
the $100 000 cut off) will pay GST oninputs, those over thelimit will lso pay GST on outputs
judged to be “commercid”. In ather case, the extrawork involved will act as a disncentive
to community service. The AEU isvehemently opposed to the GST being imposed on any non
profit organisation. Within its area of interest it is therefore particularly concerned about the
impact on parent associations, professiona associations of educators, and of unionsin generd.
Thiswill be considered more fully below.

One of the most inexplicable distinctions made in the legidation is that between “courses
undertakento obtain qudifications’ and “ courses undertaken to maintainthem” (5.44). It isnot
only unjudtifiable, but againg the national interest and counter to the stated intentions of all
recent governments, including the present one, to impose adisincentive to workersincreasing
their knowledge and upgrading their kills. (This is considered more specificdly in relation to
education below).

Education and the GST

The package clamsthat education will be GST free. Thisisagross exaggeration. Whilst many
educationd activitieswill be GST free, some will not. Many educational costs to parents and
students, to parent organisations, and to teachers and professiona associations will incur a
GST. In most cases this will increase exigting cogts.

The raionae given for making education GST free was nothing to do with an appreciation of
the fundamentd intrinsc vaue of education to the lives of people. As stated in the package it
was because “ gpplying the GST to education would discriminate againg private providers’.
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This sentiment was reflected in the Terms of Reference of the Tax Consultative Committee,
chaired by Mr. David V os (Consultative Committeg).

The AEU believesthat thisisapoor rationalefor making education GST free. Itisan gpproach
which islimiting and inhibiting the extent to which education is being made truly GST free.

For ingance, there is an unwillingness to distinguish between not for profit and for profit
educationd indtitutions, eventhough this clearly has afundamenta relevanceto purpose. Asa
result, obvious solutionswhich would increase s mplicity and lower compliance costsfor public
and not for profit ingitutions are regjected, on the grounds it may disadvantage private
indtitutions, even though the latter make up only atiny proportion of any area.

Most educationd ingitutions are greater than the sum of their courses. Basing exemption
condderations on a course by course basis excludes consideration of ingtitutional purpose.
Thereisavery red posshility that activities of the ingtitutions related to a range of vaue and
ethos consderations can dip through the GST free net.

Whilg the rationale for making education GST free is based primarily on a determination to
protect the interests of the private sector, it is not possible to make education truly GST free,
and many of the problems and anomalies with the proposals are created by this approach.

Angpproach based upon the importance of education to theindividual, society and the country
would create entirely different proposas which would be more in kegping with a sincere
intention to make education GST free.

4.3  The AEU was one of a number of organisations which proposed that GST free status be
granted to particular classes of inditution. Thiswas rgected by the Consultative Committee as
being incongstent with its Terms of Reference and the overdl design of the GST. Thisrgection
raisesanumber of problems, and the AEU believesthat thisissue should befurther considered.
(The AEU submission to the Consultative Committee is at Appendix 2).

It is surprising that some reasonably practica solutions which appear to be within the spirit of
the government’ s intentions should be rgected on the grounds of what seems to be largdly
some desirefor philosophical purity. Theeffect of thisisto create extrawork and arbitrary and
undesirable dividing lines between areas of educationa provision and support.

The AEU bdievesthat itishighly desirable and quite practical to suggest thet certain ingtitutions
be largdy exempt from any requirements in regard to GST except in certain specified
circumstances.

Doing so0 enables the issues of the adminigrative burdento be more effectively addressed and
enables the demarcation of GST-free courses to be addressed in more educational terms.
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Federal statelterritory relations

The AEU puts little faith in the so-called guarantee that the GST rate will not rise. The
mechanism whereby this is done has been exposed as easly subverted in anumber of ways.

There are some advantages in giving states/territoriesamore predictable and broader revenue
bases. However, it should be noted that this predictability is conditioned by a number of
factors. The Fringe Benefits Tax operates in away which can under certain circumstances
transfer money away from the states and territories . The Commonwedlth will continue to
determine the goods on which a GST islevied.

In this regard, the AEU notes the September 1997 Report by the British Treasury,“ The Vat
Shortfall” , which suggeststhat the effective rate of aVAT typetax can be expected to shrink
over time because of more sophigticated tax planning, tax avoidance, successful legd
challenges, etc.

There do not appear to be any guarantees to the states/territories that the Commonwealth
government will devote the energy and resources necessary to prevent erosion in the effective
rate.

The effect on fiscal imbaance has not been addressed

Moreover, the question of Commonwedlth and Statefterritory relationsisnot just one of dollar
gains and losses, but of the condtitutiona relationship and the way in which Austrdiadevelops
as a Federation into the next century.

The AEU believesthat both levelsof government haveresponsbilitiesin regard to servicessuch
as education. (See “Principles of Commonwedth and State/Territory Relations in Schoals’,
Appendix 3). This is a result both of practice and of the Congtitution. These dua
responsibilities are best carried out through a partnership that is based on negotiated common
objectives.

Inregard to education, in the past the financia inter-dependence has often been the catalyst to
increased cooperation in this partnership. The increased financid independence of the states
and territories may result in them gpproaching this partnership with increased reluctance or
recalcitrance. Thiswould be to the disadvantage of Australian educetion.

Over recent yearsthere hasbeen an emerging sense of anationdly consistent educetion system.
There are concernsthat we could return to anationa picture of increasing inconsstency, petty
differencesand cond derabl einequitiesin thetreatment of both studentsand educationworkers.

The AEU is aso concerned that, whilst Specific Purpose Payments are not included in the
arrangement at present, they are by nature far from guaranteed or predictablein thelong term.
The Prime Minigter has declined to give a clear undertaking. The medium term effect of
increased datefterritory independence and revenue will amost certainly be for the
Commonwesdlthto accept less respongbility for education, and particularly schooling. Thiswill
be to the detriment of education.
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It should be remembered that the Commission of Audit which the Codition set up soon after
coming to government recommended that schools be made purely a Sate/territory matter.
Without an adequate framework of guarantees, the receipt by the states and territories of GST
revenues can be seen as astep in this direction, a direction which is highly undesirable.

Over the period of time the Commonweal th has been active in schools, it hasplayed akey role
in the areas of emerging nationd priorities, in grester equity in schools and the education of
indigenous students. The importance of this nationd leadership must be acknowledged.

Commonwesdlth procedures, at least prior to the current government, al so embedded anumber
of valuable featuresincluding:

community involvement

professond consultation

recognition of teacher professonaism
program accountability and evauation
piloting and evauation before implementation

DO OO OO

If programs are handed to Satesterritories it is doubtful if these valuable features would be
maintained or restored.

The Satesiteritories, despite maintaining that schools are their responghility, have shown no
inclination to fulfill that responghility in a manner which guarantees qudity education to
Austrdia’s children. It would therefore be disastrous to alow them autonomous control of

gpending in schoaling.

State/territory expenditure on schooling has been volatile and very much subject to political
cycles. Commonwed th expenditure, whilst favouring private schools has, until recently et leedt,
been more consistently growing.

Despite the poor record of the Howard government in this area, an andysis of the programs
and higory of Commonwedlth involvement in education does suggest that this level of
government is more likely to respond to emerging nationd priorities and to be more conscious
of equity consderations.

There are concerns that education could become further politicised if state/territory
governments respond to reasonable resource and salary demands by threstening to raise the
GST.

There is dso concern that sate/territory governments will not give priority to educationa
expenditure.

They aso have a tradition of giving away their revenue base as part of some short sighted
competition with each other.

For these reasons, the AEU supports a much fuller debate about the full effects of the GST
proposas on Commonwedlth and statelterritory relations.
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Government costings

The government has claimed that the cost effect to education of the changesin the tax system
will be a decrease of $240 million (0.7%). This figure is produced using the Treasury’s
PRISMOD. No further disaggregation of the effects on education are available. There has
apparently been no attempt to calculate a sector by sector figure, nor to consider a range of
other aspects.

Most of the“saving” is through secondary flow through effects.
The cogs are only for ingtitutions and not for individuals.

This, combined with the smdl “saving” and the possible margin of error make the figure of
dubious vdidity. It does nothing to counter the arguments that many aspects of education will
be more expensive.

Course Eligibility for GST free Status

Since the release of the package there have been some developments in relation to the
definition of courses eigible for GST free satus. It is helpful to consider those devel opments
chronologicaly to better understand the current position.

The origind definition of educationa services which would be GST free gppeared to exclude
many vaid educationd activities conducted by schools and other educationd indtitutions.

These concerns were confirmed and exacerbated by statements by Coadlition Ministers and
particularly by amediarelease by Senator ChrisEllison* The Facts About GST and Education”
(25 August 1998) which suggested that the criteria for GST-free status would be linked to
curricula assessment, compulsory activities and graduation requirements.

On the 24 September, Prime Minister Howard, in a reply to a letter on behalf of several
nationa education and parents organisations, responded to severa of these concerns. Indoing
30, he considerably broadened the meaning of many previous statements. He referred to those
activities which are encompassed by the Nationd Goals of Schooling asbeing GST free, and
aso included courses which are preparatory to those courses leading to qudifications.

Thislatter isafar broader definition, which could be interpreted as covering virtualy anything
that is carried out in schools, and therefore by extrapolation, in other educationa settings.

It was a dgnificant assuaging of some of the concerns of the AEU and the education
community, particularly those concerned with which coursesand activitieswould be GST free.

The recommendations of the Consultative Committee appeared to further broaden and clarify
the extent to which educationa courses would be GST free.

As pointed out above, it did not, however, satisfactorily address the issue of indtitution, rather
thancourse, satus. It hasleft the Situation in which someeducationd activitiesmay be GST free
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whilg equally legitimate activities incur GST. This dso means that the way educationa
inditutions structuretheir activitiesmay affect the GST gtatus, and thet the differential capacities
of different inditutions to do this may benefit some and disadvantage others. (Theseissuesare
further developed below.)

Neverthel ess, despite these reservations, the government and its Consultative Committee had,
inresponse to pressure from the education community, publicly gone some way to meeting the
initid concerns of the AEU inregard to definition of coursesand activitieswhich would be GST
free.

However, the legidation does not aways appear to reflect these other public statements and
documents.

For ingtance, theletter from Prime Minister Howard referred to above sated, “ school provided
services which contribute to the achievement of the Nationad God's of Schooling are dl GST
free” However, there is no reference to the Goas or smilar documents in the legidation or
accompanying Explanatory Memorandum. Insteed, there are numerous references to courses
and aso referencesto the“ curriculum”. Whilst the former is defined in the Dictionary, thelatter
IS not.

This raises concerns that some latter definition of “the curriculum” will specify particular
courses, making them GST free, whilst other educationd activities clearly within the scope of
the current National Goals of Schooling are not.

In thisregard, the AEU notes that within the current draft of the proposed revised Goals of
Schoaling it is possible to differentiate between “curriculum” gods and “student” and “socid
justice’ gods. Indeed, DETY A has made such a differentiation explicit.

The so-cdled “curriculum gods’ arerestricted by and largeto the eight key learning arees, and
alater adoption of this definition would therefore exclude many of the current goasfrom GST
free status.

Thisisillugrated in the possible contradiction in the excluson of “ predominantly recregtiond”
activitiesfrom excursionsor field trips (Sub Divison 38-90). The Nationd Gods of Schooling
asthey currently stand include the development of the socia potentid of the student and the
god “To providefor the physica development and persona hedlth and fitness of students, and
for the credtive use of leisure time’. In pursuit of this, many schools and other educeationa
settings have programs involving activities which may be consdered as predominantly
recregtiond. It isvery difficult to distinguish when such programs cease to become educeationd.
Indeed there is a strong argument thet this is never the case. It would not be acceptable to
exclude such activities from GST free datus.

Smilaly, the definition of educational course (subdivision 38-35) excludes recregtion, leisure
and persond enrichment courses. Thiswill affect mainly the adult learning area. In practice it
will reinforce an educationally outdated and irrelevant distinction between accredited and non-
accredited education and training. 1t suggests digtinctions between “red” education, whichis
for vocationa purposes and “hobby and persond interest” courses which are essentidly an
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indulgence and therefore should be taxed.

Many courses conducted by TAFE and Adult and Community Education Centres may appear
onthe surfaceto fdl into such acategory. However, educationdists make no such digtinction.
In fact research suggests that such courses are instrumental in beginning a process of re-
introducing individuasto educationa habits. In particular, it should be noted that these courses
are extremely important to those who are most removed from formal educational processes,
and frequently lead on to more forma education and achangeinthelife circumstances of those
most disadvantaged. There is a gender equity aspect in that a mgority of the people in such
courses are women who frequently go on to accredited courses. A wise government would
encourage attendance at such courses, not seek to tax those attending.

Problems of definition, and particularly the need to distinguish between such courses and those
offered by for profit organisations, isnot asufficient argument for making such coursestaxable.
Agan, it smply needs some recognition that some activities should be GST free when
conducted by not for profit organisations.

The Stuation in regard to TAFE coursesis aso far from clear, but it would appear that many
courses in TAFE, particularly short courses and courses run for industry will incur aGST. The
AEU recommends a pecific investigation of the effects on TAFE courses.

Excursons

Imposing the GST on accommodation in association with excurdgons for tertiary students will
increase costs in courses such as tourism and hospitaity which frequently require students to
move away from the normal place of residence for work experience.

Such accommodation is short term and students gill have to maintain their norma place of
resdence. They are thereby incurring two accommodation costs and two associated GST
costs.

Course Materials

Thereisdill alack of clarity and condgderable confusionin regard to which course materidswill
be GST free, and how this may affect any levies, whether compulsory or voluntary, thet an
indtitution imposes.

Whilg the intention that course materids not incur GST is explicit (subdivision 38-95), thisis
then confused by the phrase “unlessthere is a hire charge separate from the course feg’ in the
Explanatory Memorandum.

There is considerable concern about the way this may operate in practice in regard to al
materids. By way of example, consder the positionin regard to threelearning materidsfound
in most schoals - textbooks, calculators, and laptop computers.

Different schoolsand different sysemshaveawide variety of practicesintheway inwhichtext
booksareprovided to students. At oneend of the spectrum, booksare purchased by individua
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students and used on a “one-off” basis. (They may then be passed on or sold to another
student.). At the other end, schools purchase the books and lend them to the student as needed
for alesson, aterm, or ayear. In some casesthereisaclearly identifiable“book levy”, in some
agovernment book alowance, and in others amore generd fee which includes books.

Almog al students have acaculator for most of their school years. These are often purchased
by the individua through the school or parent shop at cost. They will be used in many courses
over severa years.

Laptop computers are amore expensgive item. Like calculators they may be used in a variety
of courses over a number of years, like textbooks, different schools have different

arrangements, differing expectations, and different practices. Some schools may have pools of

school owned computers for use as required, others may expect that al students own a
computer. Inbetween areavariety of leasing and purchasing arrangements. Some Independent

schools provide alaptop as part of an dl inclusve fee.

It can be seen from these examples that what appears Smple in the legidation is going to be
very complex in practice. This raises a number of concerns.

9.3.1 It would seem that the way in which a school, or other inditution, structures the delivery of
course materials can have congderableimpact on whether the GST applies. Schoolswill then
find themsdves doing things because of the way the GST operates rather than for sound
educationa and administrative reasons.

9.3.2 Conversdy, sudentsin some courses may pay GST on materialswhilst other sudents do not
incur aGST.

9.3.3 It would gppear that where an inditution can st an inclusive course fee, materias which are
supplied can be GST free. In effect, the more generic the charges are the less likely they are
to incur GST. This clearly advantages private inditutions which can include such costs within
their fee structure and disadvantages public ingtitutions where the basic tuition is free, and
“extras’ must be subject to avoluntary levy and therefore clearly identifiable,

9.4  The AEU consders that these provisions need considerable reconsideration and that there
should be more emphasis on the use of the materials and where they are used rather than the
way they are supplied. Thisis potentialy the areawherethe greatest cost impactswill be made
in education.

9.5  Thepre-eminent principle should be that goods needed as part of education should be GST
free. This should extend to books, learning materids, stationery, sports and arts materid's, and
clathing including uniforms. It should dso apply to transport to and from educational courses.

9.6  The Consultative Committee also raised the issue of GST applying where ownership of
materids passed to the student. Its recommendationsin regard to thiswere asignificant easing
of origind proposals, and are reflected in the legidation. This matter is therefore now
satisfactorily resolved.
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Private Tuition

Private tuition is another area in which the way it is provided determines whether GST is
incurred. Where an ingtitution incorporatesthe provisoninto itsfee structure, thetuition isfree.
Where the same tuition is provided by direct transaction between the student and the supplier,
itincursaGST.

A dudent recaiving tuition in say amusica ingrument or horse riding, will not pay GST if it is
arranged through the school but the same activity will incur aGST if privately arranged.

A dmilar Stuation arises in regard to sports and recrestion activities,

Again, thisraisesthe spectre of ingtitutions organising their arrangementsto minimisetheimpact
of the GST, and creates a number of anomdiesfor parentsand children. Further, there will be
pressure on schools within a competitive market to take on the extra adminidrative work in
providing arrangements which alow parentsto avoid a GST.

Agan, many independent and other private schools dready have a tradition of such
arrangements and will be advantaged by these arrangements.

Administrative Burden

Despite government protestations to the contrary, AEU members who will have to implement
the legidation in educationa settings remain convinced that the adminigtrative burden and
compliance cost will be considerable, and considerable concern about the cash flow effects
remain.

It has been suggested that the cash flow effects can be minimised by making returns on a
monthly basis. Thisclearly crestes an equation where ether cash flow or administrative burden
are affected.

Educationingtitutionswill need to ddineate between those transactionsliableto GST and those
exempt.

Agan, the AEU was disappointed that the Consultative Committee rgjected the suggestion that
the current Wholesale Sales Tax Exempt system be used as a model, on what appear to be
spurious ideologica grounds. Using such amode would do muchto relievethe adminidtrative
burden and any cash flow problems. Many inditutions will, in redity, end up paying very little
GST and yet will be engaged in amassive process of keeping and filing returns, and paying out
and reclaming money. This seems to be adminigratively unnecessary.

The AEU now aso has concerns that the administrative burden may be increased by the fact
that the inadequacies in the legidation highlighted above meen that the way in which fees and
levies and the provision of course materids are structured may affect ligbility.

As pointed out above, ingtitutions will be encouraged to provide tuition through the ingtitution
rather than privately in order that the activities receive GST free satus.
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It would aso seem to be the case that documentation dedling with the curriculum, gods and
vaues may influence whether some courses are digible for GST free satus, particularly in the
area of potentia “recregtiond” activities.

Thereis, therefore, going to be pressure on inditutionsto take on an extraadministrative burden
to lessen theimpact of GST on students and parents, at the sametime asthe GST itsdf will add
to the adminigirative burden.

If the GST on food remains, it will be necessary to disaggregate food costs from excursions.

It isregrettablethat some decisonsin educationd ingtitutionswill now befor GST based reasons
rather than educational ones. A more common sense approach to the legidation could have
avoided this.

It is aso regrettable that at atime when workload is cresting considerable stressin educational
inditutions the government should add to it when there isaway in which this could be avoided.
Many educators are near breaking point in regard to workload. Work that does not relate to
educationa objectivesis particularly stressful. It isimperative that this matter receive attention.

Theinclusion of education amongst those able to gain access to the $500 million earmarked for
assigtance in meeting compliance costs is welcomed. However, it isfar from clear how thiswill
be apportioned. Some anaysisof the needs of educationd ingtitutions should be carried out, and
practisng principas and educators should be involved in this. Given the number involved, it
would aso seem appropriate to consider whether a sufficient sum has been alocated.

Professional associations

The educationd vaue of professional associations in education is inestimable. Many such
associations exist at loca, satelterritory and nationd levels. They digtribute materids, act as
forums for the development of ideas, play a vitd role in the professona development of
members, and are otherwise a very important part of the educationd infrastructure,

Most exist through the congderable efforts of afew who dedicate much of their private timeto
supporting the organisation. They are supported by educators who usetheir owntimeand own
resources to selflesdy contribute to the profession.

Most operate on and are limited by asmdl and inadequate budget. Many have built themselves
up by congstent dedication over along period of time.

That agovernment would seek to tax such voluntary effort by imposing aGST on membership
feesisamply outrageous. It iswrong in principle, will indicate that such voluntary effort is not
vaued by the government, and, in some cases, risks the viability of vaued organisations.

The AEU urgesthat thisissue be reconsidered, both specificaly and in the context of voluntary
associations generdly.

The AEU is aware that some Associations, such as the National Education Forum and the
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Augrdian Curriculum Studies Association are making their own submissionson thisissue. The
AEU supports those submissions, and the call for them to have access to the $500 million
compliance dleviation pool

All of the arguments which gpply to other professiond associations aso apply to the AEU asan
organisation which represents the industria and professond interests of its members.

Theright of voluntary association isfundamenta to democratic principles, and therefore to tax
thisright isanti democratic.

Parent Organisationsand Fundraising

The Consultative Committee did little to darify the highly confused area of parent organisations
and fundraising, claming it was beyond their terms of reference. This area then remains of
consderable concern as outlined in the submisson to that Committee.

In conversations with officias the issue has been downplayed. 1t has been suggested that either
the mgority of organisations will not be over the $100 000 limit, or that they will be able to
gructure the activities in a way which will avoid the GST, by creating separate bodies for
different activities.

The mgority of school parent organisationswill have turnovers over the $100 000 limit and this
issue must be addressed.

If it is not the government’ sintention to tax lamington drives and other fundraising activities, this
should be explicitly Sated in the legidation.

This should include such activities as uniform and book exchanges, which are primarily
fundraiging rather than commercid in nature.

The GST will apply to the inputs of fundraisng such as sausages for the sausage Szzle and the
hire of ridesfor the school fete. Parent organisations should be able to claim these input costs
even when exempt from output GST codts.

Parent organisations in disadvantaged areas sometimes run breskfast clubs to ensure school
children start the day with amed. If the GST on food remains, such clubswill haveto pay GST
on the food.

The AEU understands that the submisson from the Austraian Council of State School

Organisations (ACSSO) will ded with this area in more detail. We add our support to this
submission.

GST and Educators Expenses
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14.1  There has been no change in regard to the Stuation with the GST expenses that educators will
incur as aresult of purchases they makein the course of their duties. This leaves a Stuation in
which educators, such as teachers, will incur GST on arange of expenses associated with the
purchase of learning materids. The expenses which are incurred in this way are quite
consderable and have increased as governments have become less and less willing to provide
the educationd essentials.

Such materids include expenditures on books, sationery, computer software, overhead
transparencies, writing materids, and so on. It may asoincludemgor expendituresonitemssuch
specid clothing, sports equipment and musica insruments.

Under previous arrangements, some of this expenditure was WST exempt.

In many businesses, employers would be expected to supply such materids. It isamark of the
parsmoniousness of governments and the dedication of education workers that such
expenditures are afundamenta part of education resourcing. That a government would seek to
tax such expenditures is smply abhorrent.

14.2 Asdated above, the AEU is surprised that the government would seek to tax any professiona
development and training.

The education industry compares very unfavourably with other private and public sector
industriesin the provison of professiona development. As aresult, many educators undertake
professiona development activities in their own time and at their own expense. Despite this,
governments and the mediaare inclined to criticise educatorsfor their failure to keep up to date.
It isquiteastounding that the government now fedsit should add afurther disincentiveintheform
of atax!

14.3 The effect of this diginction in the TAFE/VET areais acute. In the vocationa education and
training sector there are dmost no legd instruments for pecifying teacher/trainer quaifications
as essentid prerequidites for employment. At the same time, there is a need for TAFE/VET
teachers to maintain and upgrade their technica competence and teaching competence. The
result of imposing a GST on this development will have a serious deleterious impact on this
emerging and vita area.

15. Students/Parents and the GST

15.1 The Consultative Committee failed to make any changesto the Situation with regard to thewide
range of expenses that students and/or their parents will incur.

15.2 A wide variety of materids required for educationa purposes will now incur a GST, which
previoudy did not incur WST. There has been no specific modelling to account for this. Instead,
the government has relied on arguments that the general compensation package will cover such
increases.
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AEU cd culations suggest that theincreased coststo parentswith sudentsin government schools
arising from education related expenditure done will bein the order of $200 per child per year.
In many casesthiswill eat away more than 50% of the “compensation”.

15.3 Severd recent studies have shown that families in lower socio-economic groupings are finding
it increesingly difficult to meet the cogts of “freg” education, and that thisis having a devadtating
effect both on the children and the family.

One such study by Elizabeth Orr, (Free Education - Who Can Afford 1t?, The Smith Family)
surveyed financidly disadvantaged families. It found:

Many respondent families could not afford the most basic costs associated with
schooling. Although all families surveyed received a yearly bursary of $320 from
TSF, 20% mentioned difficulties in paying General fees and levies, and another
20% said that they could not afford textbooks.

Whist the majority of respondents said that they could afford school uniforms,
many had difficulties buying more than one set of the appropriate clothing, or
affording moreexpensiveitems such asschool blazers. Other respondents pointed
out that without the financial assistance they receive through the EDU-CATE
program, it would be impossible for them to afford school uniforms at all.

Furthermore, many could not afford to let their children participate in the full
range of socialisation experiences offered within the school system:

- 62% of those asked to purchase computer discsfor a coursetheir child was
taking could not afford it;

- 50% could not participate in school camps,

- 24% could not afford to participate in sports activities; and

- 15% could not participate in school excursions. (p- 4)

The following items were included in the survey:

- Uniforms

- School camps

- Excursgons

- Sports

- Text books

- Paper/photocopying

- Trave to and from school
- School photos

- Computer discs

- Materids for assgnments
- Attendance at concerts or other entertainments given by the school
- Elective subjects

- Genera fees

- Voluntary levies
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- Contributionsto P & C Associations
- Purchase of fundraisng items  (p. 3)

Sgnificantly, many of these items will themsdvesincur aGST.

The survey showed that some parentswould haveto pay up to $2062 p.a. in primary and $3103
p.a in secondary if they were to provide their child with the opportunity to participate in the
normd activities offered by the school as well as buy other basic school items (p. 5).

To impose an additiond burden on these families through imposing a GST on this education
related expenditureis totally unacceptable.

154 The first gep in dleviating the GST burden associated with education costs on families and
sudentsis to not include books, other learning materias, trangport to and from educeation, and
uniforms within the GST framework.

15,5 The AEU isconcerned that there has been inadequate analysis of the impact on young people.
In particular, there is aneed for analysis of theimpact on young people who neither pay income
tax nor recelve grants. There are a subgtantid number of studentsin the latter part of schooling
and in post school education who are at least partidly financidly independent and do not
currently pay income tax or pay only minimal income tax and do not receive any government
assigtance. They will therefore receive no compensation but will incur increased GST codis. In
many casss, it ismost unlikely thet they will receive additional support from their parents, and it
isin fact totaly unfair for the government to evade responsbility by passing the onus onto
parents. It will make victims of many of those currently living around the poverty line.

The AEU isnot ableto provide figures for the number of sudentsinvolved or the exact extent
of the problem. However, we do believe that there is a potentialy severe impact on a
substantial number of students and urge that this maiter be investigated.

16.  Conclusion
The AEU bdlieves that the best option is not to passthe GST.
If the GST isto proceed, the AEU hasindicated alist of itemsit believes should be excluded.
If these items are not generally excluded then consideration needs to be given to their impact

in education.

The government has claimed that education will be GST free. There are number of instances
wherethisisnot true.

The AEU has made a number of suggestions which would more fully meet the governments
stated intention. There are dso areas in need of further investigation and debate such as the
effect on Commonwed th and state/territory relations and the impact on young people.
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