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The Productivity Commission, forever a fan of design by committee, has recommended the N EXT M E ETl N G

government establish a taskforce to investigate more efficient ways of low value parcel
handling.
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The recommendation, first flagged in the draft report back in August, is the latest in the ongoing
wrangle between government and the retailers who want the low value threshold exemption for
GST on imported goods to be dropped.

The parcel handling issue was first raised when the Commission found that lowering the
threshold to $20 would raise in excess of $500 million in tax revenues, but the cost of parcel
processing using the current system would jump by almost $1.6 billion - three times the
additional revenue collected.

It seems the majority of parcels that flow through the international mail stream into Australia are
subject to manual, labour intensive processes.

But ultimately the Productivity Commission’s recommendation could prove fruitless given the
situation has arisen in part due to the tax exemption. Other countries with lower thresholds
have had to deal with more tax assessable items, and as a result have invested in better
systems.

Regardless of the contentious issue of thresholds, Customs and Australia Post were always
going to have to step up their act on parcel processing, since the Commission also found that
Australia’s current parcel handling and logistics processes are not up to the task of handling the
future demands of the online retail sector.

Without the threshold coming down, there’s no incentive to invest on that basis, so it's future alealn - lc’o?ui‘gc\'{
growth in parcel volumes, driven by a growing online retail sector, that will be the real cisco
motivation for an overhaul.

It's often overlooked that online retail only represents about three per cent of total consumer
spending in Australia. Analysts are predicting double digit growth in the next three years, but
given the complaints of traditional retailers, you’d think the threat was much larger already.
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