
 

 

Five Issues that differentiated the Coalition 
 

by Bill Frilay 
 

Now the election is done and dusted (well, except for a few seats in both Houses), it 

may be worth a quick comment on some of the policies of the incoming Government.  

Policies that differentiated it from Labor. 

 

Foreign Aid 
Disappointingly, late in the campaign the Coalition announced a reduction in foreign 

aid of $4.5 billion over the forward estimates.  The following is the table provided in 

their final update of costings commitments released on 5 September. 

 

 

Year 

Coalition Commitment to 

Foreign Aid ($ billion) 

2012-13 3.9 

2013-14 4.0 

2014-15 4.0 

2015-16 4.1 

2016-17 4.2 

 

The reduction will be diverted to fund infrastructure in Australia, and the aid 

expenditure will increase by the CPI over the estimates period.  Their aid target 

remains 0.5% of GDP. The reduction announced would seem to be equivalent to 

roughly 20% in round figures.   
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They argued that “it 

is unsustainable to 

continue massive 

growth in aid whilst 

the Australian 

economy continues 

at below trend 

growth.”
1
 

 

Just a day earlier, 

the Australian 

Bureau of Statistics 

released the GDP  

growth rates for the 

June quarter and  

the year to June.  
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These were 0.6% and 2.6% respectively.
2
  While at least some economists put the 

desirable or trend growth to be about  

3-3.25%
3
- and therefore the above quote is strictly correct – the growth rate is not too 

bad when seen in historic terms (see below
4
). 
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When seen in this light, the explanation seems a bit hollow.  Reducing foreign aid is 

the easy route when looking for cuts, and this has been criticised by a number of aid 

groups and the Executive Officer of the Australian Catholic Social Justice Council 

who reportedly described it as “..the rich man pursuing Lazarus to take back the 

crumbs that have fallen from the banqueting table.”
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From a social policy view, this is a negative.  The aid target of 0.5% remains but 

seems to be slipping into the never-never.   

 

Indigenous Welfare 
I think this will be a positive for the new Government.  

 

Tony Abbott is committed to improving indigenous welfare.  Some years ago when I 

was working with BP we introduced Opal fuel to discourage petrol sniffing in 

indigenous communities.  He as Health Minister was instrumental in guiding this 

through and was strongly supportive. 

 

Abbott spends time in Aboriginal communities and I note he will be having 

indigenous issues reporting directly to him as Prime Minister.  Most tellingly, he has 

chosen Warren Mundine – former ALP Federal President no less and at one time 

opposed to Abbott – to lead an advisory board to tackle Aboriginal disadvantage by 

reshaping spending priorities and policy.  I saw him on television very recently with 

Abbott and they clearly have a close rapport.  I believe Abbott is also close to Noel 

Pearson. 

 

This is a positive. 
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Carbon Tax Repeal 
The platform has for long been to abolish the carbon tax and replace it with Direct 

Action.  Regardless of its value, introduction of the carbon tax was a broken election 

promise by Labor 

 

But what is Direct Action?  Until last week I had little idea.  Robert Gottliebsen in 

Business Spectator last week wrote about it, and this led me to some of Greg Hunt’s 

statements.   

 

Greg Hunt put out a release on 5 September, the key points of which are: 

 They have the same 5% reduction target as Labor, but that the reduction would 

be in Australia (Labor’s plan allowed for at least some reductions to be 

purchased overseas) 

 It will be by way of a reverse auction.  Funds will be allocated (I understand 

between $3.5 to $4 billion in the forward estimates period), and companies 

make their bids for projects to be funded.  (Robert Gottliebsen gives an 

example eg say Gottliebsen Ltd tenders for reductions of x tonnes CO2 at $6 

per tonne, and then company Z tenders for reduction x at $5 per tonne, then 

the latter will be awarded the allocation.) 

 It is a co-contribution scheme.  That is, it may cost company Z $15 per tonne, 

but it only receives $5 per tonne from the Government. 

 Funds will not be granted until it is confirmed that the reductions have been 

made. 

 In other words they will be buying back abatement and “buying up the cost 

curve” 

 (Hunt says) the system is similar to the (previous) Government’s buy back of 

water in the water market.
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Photo courtesy Regan Ryan AU, flickr cc. 

I do not know how this will work.  

But it is a market mechanism – I 

had previously thought it was not.  

A former colleague still heavily 

involved in climate change 

response at senior level believes it 

will not work. 

 

Both parties have a target for our 

2020 emissions to be 5% lower 

than in 2000.  Emissions then were 

about 510 Million tonnes.  In 2012 

they were 550 million tonnes, but,  

interestingly that was the first year 

they had declined due to lower electricity demand and changed fuel use.
7
   

                                                 
6
 The is expanded upon in a speech Greg Hunt made to The Sydney Institute in May 2013.  

http://www.greghunt.com.au/Portals/0/13-05-30%20Sydney%20Institute%20-
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Separately, the Coalition is retaining the 20% Renewable Energy Target (RET) by 

2020. 

 

There remain major options for further reductions.  For example, if the environmental 

issues associated with coal seam gas can be addressed – and I suspect they can – then 

that will make a big impact. 

 

I do not know whether the Direct Action will be successful.  If a major world scheme 

– whether Direct Action, emissions trading, or something else – were to get up and 

running (that is a big if) then the Coalition might move into that. 

 

Paid Parental Leave 
This is a big ticket item – and perhaps the biggest differential between the parties in 

the campaign. 

 

The issue is while there is general agreement on a paid parental leave scheme, there is 

a view that the Coalition’s is too generous, and it should be means tested, as it could 

be middle class welfare. 

 

Interestingly, I think some  - but not many - have said that this is a positive step 

forward for women and it should be embraced.  I wonder if the reaction would have 

been different if someone other than Abbott had proposed it. 

 

Note that this is to be funded largely by a tax on big business.  This seems 

counterintuitive to the traditional view of the Coalition.  But this is essentially an 

Abbott proposal and reflects his background which is both conservative but with 

strong social considerations.  I note the BCA now accepts this as a policy given.   

 

Mining Tax 
Repeal of the mining tax is also on the agenda. My first job was in the mining 

industry.  Then I spent many years in Canberra working primarily on resources policy 

including resource taxation. 

 

I am against the mining tax. My basis for this is:- 

 A mining company is like any business except that in its case it explores for 

minerals and, if it finds them, extracts minerals from the ground, and then 

markets them 

 These minerals constitutionally do not belong to the land owner.  They belong 

to the Crown, ie the State or Territory government if onshore, or the 

Commonwealth if offshore (eg oil and gas offshore). 

 The charge for extraction of the minerals is set by the relevant Crown.  

Traditionally onshore it has been by way of a royalty (eg on a value per tonne, 

or some profit base); but for offshore petroleum, since the 1980s the 

Commonwealth generally applies a resource rent.  Either way, the charge has 

been made.  The problem with a resource rent – as we know – is that it can be 
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unpredictable, and States have tended to stick with an ad valorem (value based) 

royalty 

 While it can be argued that the royalty can be too high or too low, that is the 

Crown charge for extraction of the mineral.  It is essentially a cost for doing 

business (or part of the cost of goods supplied).  These royalties are set with an 

eye on other states and overseas’ resource charges. 

 So the Commonwealth coming in over the top of this is a doubling up of such 

a charge. 

 It therefore should be withdrawn. 

 

Overall, I believe in a single company tax rate generally for business eg the 30% that 

currently applies.  It is possible to have differentials across different industries but 

there is no overwhelming case to do so.  If you want to increase corporate taxation, 

then increase the general rate.  I also believe that the mining industry would be paying 

at or around that rate especially now that the investment boom is receding.  Indeed in 

2011 Chris Richardson of Deloitte Access Economics surveyed the industry for the 

Minerals Council of Australia and found that, across the industry in 2009-10, royalties 

took 17% of profits before royalties and income tax, and income tax took a further 

25% of this.
8
  I would go further than this.  Since royalties in my view are a cost of 

product and a part of doing business, the income tax rate becomes about 30%, ie it is 

about the corporate tax rate. 

 

If a government feels some of the States are doing too well from mining, then the 

option is to adjust States’ grants (mind you, that would not be easy!). So…it should 

go. 

 

Refugees 
This is a sixth major policy but I have not counted it as both parties have ended up 

with similar policies on this issue.  I don’t have any expertise in this area but I do 

want the boats to stop as lives are just being lost.  Craig Emerson put this very 

eloquently when defending the Labor policy a month ago.  Overall it seems to me the 

best outcome might be a regional solution say in Malaysia (and yes, I think that may 

have been an opportunity lost), and controlling the intake as fairly as we can from 

there. 

 

Overall 
These strike me as the main policy differentials between the Coalition and Labor.  

Over and above this is the economy generally and the Budget.  Having a good 

economy is more important than returning the Budget to balance, although the latter is 

not unimportant.  The latter can be achieved by savings, a prosperous economy which 

generates more revenue, or – it has to be said if there is need for structural change – 

somewhere along the line an increase in tax.  
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