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Walmart wage hike
shows tax cut power

0, less than two weeks after the Donald Trump-
led Republican tax cut package came into force,
the biggest employer in the United States has
announced that its workers “will share in tax sav-
ings” by getting pay rises, bonuses and increased
employment benefits.

‘Walmart, which employs over 1 million Americ-
ans and is the world’s third-largest employer behind the US
Department of Defence and the People’s Liberation Army in
China, says it is giving its workers a pay bump from February, a
one-time cash bonus and expanded paid maternity and parental
leave schemes. Walmart says it will mean “lower prices for cus-
tomers, better wages and training ... and investments in the
future of our company, including in technology”.

And Walmart is not alone. Banks Wells Fargo and JPMorgan
Chase also have signalled they will share the benefits from the
cut in the US corporate tax rate from 35 per cent to 21 per cent.
Car maker Fiat Chrysler is giving out a $US2000 tax cut bonus to
its workers. Crucially, both JPMorgan boss Jamie Dimon and
Wells Fargo chief executive Tim Sloan have said any wage hikes
would not be a giveaway, but the natural result of new invest-
ments into their businesses that the tax cuts will encourage,
making workers more productive and so sustainably lifting
their pay packets.

Even discounting any political theatre in Walmart’s move, the
early anecdotal evidence backs the theory, as outlined by the
Australian Treasury, behind lower company tax rates. Simply
put, a lower tax burden on capital attracts more capital. That
makes workers more productive, allowing them to command
higher wages, especially as the job market tightens. The incon-
venient truth for critics of so-called trickle down economics is
that this is how market economies work: taxes on capital are
ultimately borne by labour.

Rather than growing the pie for all, the critics of company tax

Welcome to cash-free Australia

Legal tender

The launch of the
national payments
platform means that
Australia could
realistically be cash free

by 2020 if it wanted to be.

In 2017 we heard a lot about how rapidly
advancing technology was going to destroy
ahuge chunk of jobs: from bus drivers and
postal workers to lawyers and accountants.
The eminences of Silicon Valley raised the
possibility of societal breakdown without a
“robot tax” (Bill Gates) or a Universal Basic
Income (Peter Thiel and Marc Andreessen).
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Simply put, a lower tax burden on capital
attracts more capital. That makes
workers more productive.

24 per cent wage rise over the next four years. Ultimately, this
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the C alth, make a segr of
Australians pay their fair share of tax,
combat organised crime, and reduce
checkout lines at the supermarket? The
New Payments Platform (NPP)- supported
by the RBA and 12 other founding financial
institutions, and which initially connects
more than 50 banks, credit unions, and
building societies—will make cheap, secure,
24/7/365 instantaneous payments a reality.
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: and degree of necessity. Having said that,a
: largenumber of school canteens have gone
: largely or totally cashless in recent years.

: still othersallow fora transaction-limited

: tapcard. Itwould be easy to provide kids

: witha free card that parents could pre-load
: fundsonto.And anyolder childwitha

: phone would be all set in any event. It's not

¢ really different from Opal and similar cards
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the feather bedding that has built up in Sydney public transport
system over generations — and which the NSW government’s
new rail projects need to undercut. To protect its remaining
stronghold, the union will seek to restrict the ability of the trans-
port authorities to find more efficient ways of delivering public
transport services. That is, it needs to prevent government ser-
vices being exposed to the technologically-charged competitive
forces that are reshaping the business landscape.

This, ultimately, is the alternative economic model being
pushed by the organised labour movement and its political arm,
the Labor Party, dressed up in the political fashion of “fairness”
and ever-more spending on government-delivered health and
education bureaucracies. But, amid accelerating technological
globalisation, Australian workers will not prosper through
more command-and-control wages delivered through a mid-
20th century industrial relations system. Wages will not grow in
real terms without a more productive economy and more profit-
able companies that could be delivered, among other reforms,
by a more efficient tax system. That is what the Trump com-
pany tax cuts are already delivering in the United States.

A healthier American economy will be good for the global

Here’s how itworks. You geta PayID,
which could be a mobile phone number,
email address, or ABN. Link that toyour
bank accountandyou can make and
receive payments throughyour online
banking app, BPAY’s "Osko”, or other new
appsthatwill take advantage of the
platform. No delays, no issues about
weekends and public holidays, nowaiting,

cash for her birthday, pay your electricity
bill.
Inshort, itis the decisive step that makes
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And itcould be done by December 31, 2020.
Here’show:

First, the government could abolish the
$100 bill by the end of 2018. That's plenty of
time for people holding such bills to deposit
them ata bank. That represents about 46
per cent of the $73.6 billion of outstanding
Australian banknotes. 2019 could be the
year retirement year for the $50 bill. That's
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no BSB numbers. You can buya beerwithit, :
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: anyway, as evidenced by the ATO’s recently
: announced “data-matching blitz” on

i cleaningand courier businesses. A cashless
: Australiawould make ATO commissioner
: Chris Jordan's jobawhole lot easfer, and

: cheapertodo.

much sympathy for any of them.
We're already going after these folks

A comparatively inefficientand more

: expensive technology in China, WeChat

i Pay, hasled to $US9 trillion ($1L.3 trillion) in
: annual mobile payments there, rivalling the
: SUSI3trillion of cash transactions. Even

: beggars in Beijing have QR codes and use

: WeChatPay. Cash is quickly becominga

economy. But the Trump tax cuts also threaten to draw capital another47 per centgone.In2020wecan  : thingofthe past, and Australia is well
away from Australia, actually hurting Australian workers. Yet, mop up the small change. : positioned toshow how it can be phased
in the name of fairness, Labor and the Senate crossbenchers Thistransitionwouldallowampletime  : outaltogether.

refuse to countenance even the Coalition’s comparatively mod-
est plan to cut the company tax rate from 30 per cent to 25 per

for consumers and businesses to adjust to
the new regime. In many ways it's just the
logical extension of an economy that

Most public policy involves tradeoffs and

: hard choices. Becominga cashless society
¢ by2020justrequires carefuland

cent by 2025. This is making it more difficult for businesses to already relies heavily on electronic i competent execution. It'sa nobrainer.
provide sustainable pay rises to their workers. payments— from tap-and-go, o BPAY,to
Apple Pay. : Richard Holden is professor of economics at
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Ttwould be important to make sure that
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: UNSW Business School.
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