My submission is about the cost of paying tax as it is a tax on tax and has distributive effects like tax. These costs include the cost to the community of running the taxation office and the costs caused by the activities of the taxation office.

For the purpose of this analysis I will divide the taxation administration in to two approximate time frames, the period before the previous Commissioner (old), the period after that (new). When the new came in to existences as the coorperatised ATO it destroyed the entire infrastructure, the machinery and the procedures that was in place for more than eight decades.

1. The old was organised under a regional basis, which reflected our federal system of government, the new is based on business lines (I cannot see any logic in this infrastructure) and there are about 14 of them.

2. The old had regional deputy Commissioners who could guide and direct the Commissioner; the new Commissioner is supreme and most probably one of the biggest polotico-burocrats in Australia. A story I heard was that a former Minister of finance wanted the previous new Commissioner out, but he failed. 

3. Under the old, the cost of collecting $100 was less than $1 and was one of the lowest in the developed world, under the new it is much more and is one of the highest in the world. 

4. The number of Senior Executive Service (SES) officers in the old was only a handful, in the new it runs in to hundreds. The community wants to curb Chief Executive Officer’s greed in the private sector; in the new they share the greed.

5. The old was work driven, while the new is management driven. In a liberal democracy the management of the public service should be in the hands of the community through the elected representatives. It is time to make some changes to the Public Service Act and its administration in the light of enquiries in to Australian Taxation Office, Australian Securities and Investment Commission and the Australian Prudential Regulation Authority. 

6.  The old operated from rabbit holes in population centres and the community could drop in to ask questions. The new operates from Tax Mahals in leafy suburbs, and you are not welcome.

7. The average wage of an old tax worker was less than the average wage; the average wage of the new tax workers is much higher than the average wage.

9. Most of the work in the old were done manually and was done by people who were representative of the population, in the new most come from very narrow and highly educated segment of the population, though most of the work is done by very expensive computers.

10. The old took no more than few minutes to examine the information provided and issue an assessment, the new issue assessments and may take years to examine the information provided. The difference between the two is only a timing difference.

11. The mass marketed tax scheme shows the in efficiency of the new, why did it take so long to discover massive tax deductions, when such claims were immediately attended to under the old. It is time to enquire whether any workers in the new deliberately delayed the process. 

12. The Coles Royal Commission exposed the kickbacks paid by the employers to unions, the new tax office as an employer gave massive promotions to union activists and the Australians will be paying for these kick backs for a long time to come.

13. Hon Senator Bishops inquiry exposed and required the new to be consistent. However, later the new got Sherman QC to examine the continuing inconsistent advice given by the new. This shows that the new did not pay any respect to the Bishop’s enquiry recommendations. The new inconsistencies are widespread and discriminatory. Two Taxpayers in the same situation will be treated differently because of the different procedures adopted by the new. For example a taxpayer who lodges his own tax return is penalised for claiming the something that is not allowed by the new but if the return was lodged by an agent the treatment may be different. Another example is that each business line may advise of different General Interest Charge rates for the same quarter.

14. The new administration is mostly project based, so that the new can pick and choose who to harass, a good example is the High Wealth project. There is no wealth tax in Australia. The old was after the high-income earners and it treated them with VIP status. Some times projects may be devised for the sole purpose of giving promotions to new workers or just to keep them busy.

15. Nick Petroulias case highlights further inefficiencies in the new administration. In the old a supervisor was responsible for about 6 workers of the same level. The supervisor was only one level above the workers and has done what the workers are doing, so there is no opportunity to cheat or make grave mistakes. The new has managers who may be looking after 12 workers under them whose levels may vary widely. In most cases, the managers have never done nor have any idea what is being done. This has lead to many inconsistencies and even fraud.

16. There are grave inconsistencies within the new administration, for example for a similar job at the same level, one business line choose people based on the application, the other business line on the application and an interview and another based on the application, test and an interview.

17. The old Commissioner sat behind a desk and did his work and seldom ventured out side the office. The new Commissioner likes to give public speeches to selective groups after a fabulous meal. I wonder, whether the value of the meal is returned as income. The real cost of these speeches runs in to millions of dollars. The new Commissioner’s speech is telecast direct to the canteens of Tax Mahals and the workers are expected to watch the live telecast. Usually the managers, union activist and leading workers gather at the canteen and watch it while enjoying their favourite drink. By the way, the new Commissioner has not addressed the people who were the victims of the mass marketed tax schemes. Most of these speeches are about changes to administrative procedures, as the Commissioner has no power to enact the law. In the old, updating the manuals made such changes and the cost was minimal.

18. The law requires every one to comply with the law. The old made sure that every one complied with the law as expected. The new uses a compliance model that is questionable. It may be a good model to use in administering social security payments. The old relied on the age-old saying (model) that, death and taxes are inevitable, that is everyone will try to avoid death and taxes.

19. Travelling costs of new workers runs in to tens of millions of dollars. The travelling is so rampant some officers meet each other at golden lounges rather than at their desks. In an age of instant communication why do they have to travel between Tax Mahals. Then there are so many new workers on the run. These people will use brand new vehicles and most up to date gadgets to go and enquire in to businesses whose turnover is less than the wages they earn. In the old officers seldom went on sight seeing missions. They only visited businesses or taxpayers when all other avenues failed. Even then they used the cheapest form of travel. There is the story of the new SES officer who went from one tax Mahal to another in a taxi. On the way the SES got chatting up the driver who boasted about the non-paying of tax. The SES gave a lecture on how the revenue is used without any regard to safe driving. The taximeter was earning a meagre amount for the driver, the owner and the government while SES meter was collecting substantial amounts from the community. In the old a number of officers will use a taxi and do some work while travelling. If the taxi driver had said about not paying tax they would check his income tax returns after returning to the office. 

20 The new the workers receive on going education and training during working hours. This could be as high as 20% of their working time. This is beside the fact that they already have some tertiary qualification. In the old the workers had to do any studies at night on their own time. Training at work was minimal and they learned by doing the work.

21. Today taxation penalties and other charges form a significant part of the revenue. Hence we need an administration which is more consistent, timely, fair, reasonable, just and one that holds the rule of the law.

22. In the old the use of paper was minimal, say about an A4 paper for a taxpayer. In the new it is as high as 10 A4 papers per each person in the population. A work item that took 30 minutes under the old takes 30 hours under the new.

These are some examples to show the massive cost differences between the new and the old.
Suggestions

This massive cost increases in tax administration affects everyone. Today, a family of four with one average income pays the highest taxes including Commonwealth, State and Local. At a time excessive profits of privatised utilities and monopolies and oligopolies that supply essentials should be considered as another form of modern day tax, the tax burden on the average family is exorbitant.

Reverse the taxation administration from new to old.

a. Appoint Deputy Commissioners of taxation on a regional basis. This is more appropriate as GST is a local tax and the revenue is given to States and Territories. (I wonder how many honourable senators in the committee know whom to contact in the taxation office today, when a constituent makes a complaint. In the old days it was simply ring the Deputy Commissioner’s office of the constituent)

b. Reduce the SES and Executive positions to its true value. That is reducing the positions by ten out of eleven. (It may be necessary to appoint a few highly paid computer people to get the best out of massive investment on computers). This will save about 300 million dollars a year.

c. Review the work value of positions and reduce the remuneration to levels of the community at large. People should be paid for the work they do, not for the merits they have. This will lead to at least reduction by two levels and will save about 200 million dollars.

d.  Appoint a Royal Commission to enquire in to the activities of the taxation office in the last twenty years. (The last taxation Royal Commission enquiry was before the Second World War). 

e. Changes to Public Service Act and its administration so that the efficiency of the public service is restored.

These will directly reduce the cost of tax administration at least by half a billion dollars a year. This reduction will increase the efficiency and revenue collected may rise by more than a billion dollars. 

This money is enough to make the average income of an average family tax-free.
