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Well, the Goods and Services Tax has become a reality. We all believe that taxation is necessary (so long as others pay and we benefit from the subsequent expenditure), and polls shows that most of us believe the GST is “fair” because it is clearly inequitable that goods should be taxed and not services.

The service component of the economy is growing far more quickly than other components. It should pull its weight, so the argument goes. Yet half of Australia is up in arms over the new tax system. This is testament to the fact that people do not like change, and to the appalling way the government has introduced the tax, its campaign displaying truly world class incompetence.

A lot more shots will be fired yet, and the government will harvest the fruits of its duplicity and stupidity, but at the end of the day the GST will stay, and it will prove to have been a sideshow. Much more important are the effects of the global information economy on the tax base of all governments.

Governments and legislators the world over are having trouble keeping up with technological change. This has always been the case, but  while technology and business practices are changing more quickly than ever before, but governments move at the same glacial pace. Little wonder that serious anomalies are occurring.

There are very many examples of legislation failing to react to technological change. When governments do attempt to make laws regulating technology, they invariably make asses of themselves. The pathetic efforts of various Australian governments to regulate cable, pay TV, digital TV and datacasting is a case in point.

Often technology simply makes existing laws and business conditions redundant. We see that now in the current debate over copyright and intellectual property, which is proving to be an elusive concept in cyberspace. We see it in the increased occurrence of information crime, such as virus-mongering and identity snatching and server bombing.

The GST, and similar value-added taxes in other countries, is a belated attempt to react to some of the changes that are happening. The computer industry, and the business community generally, is moving towards a model where the normal method of delivery is service-based. That is what outsourcing is all about. That is what ASPs (applications services providers) are all about. Ultimately, it is what information technology is all about, because the delivery of information is the ultimate service.

So governments are attempting to tax services, which is to say they are also attempting to tax information. The problem is, information is a slippery commodity, which does not lend itself to the same sorts of taxation as other items. Information is intangible. You can tax the vehicle which conveys the information, such as a book or CD or video tape, but how do you tax the information itself?

Even the taxation of books and CDs and the like is difficult, because we live in a global economy. Before GST, books in Australia were tax-free. Now they are subject to a 10 per cent tax. I buy many of my books from amazon.com. The cost has been a little lower, even allowing for freight (assuming I order more than four or five books), but the advantages have been largely cancelled by the fact that it takes the books up to a month to arrive by slow boat.

Now, the price differential in favour of amazon.com has just improved by 10 per cent. That about covers the cost of getting my books here by air. It certainly makes the relativities more attractive, in favour of US retailers and to the detriment of Australian retailers. And there is absolutely nothing the government can do about this, short of examining and assessing for taxation purposes every single one of the hundreds of thousands of items that come into Australia every day.

Similarly, I buy many of my CDs from CDNow and other online shops. I will be more likely to do so in the future. And as the standard delivery mode for music becomes Internet downloads, it will become more and more difficult to monitor and to tax.

It is an article of faith in some quarters that governments are very clever, particularly when it comes to taxation. If it moves they’ll work out a way to tax it. Well, yes and no. This may have been the case in the past, but it is hard to see it staying that way in the future. We live in a global economy, but laws are made and enforced by individual countries.

We must remember that the concept of the nation state is a comparatively recent one in human history (as are “privacy” and “intellectual property” and a lot of other sacred cows being destroyed by the information economy). There is no law of nature that says that individual legal jurisdictions are necessarily going to stay with us forever. But while they do, they will be unable to cope with the fact that clever individuals and cleverer corporations can shop around between countries for the most favourable taxation treatments and the best business conditions. Even consumers like me can benefit, by ordering stuff over the Internet from low-cost or low-tax countries.

Governments, of course, hate this. It is such an affront to their reason for being that in many cases they are in denial. The Australian government’s attempt to censor the Internet have proved laughably ineffective, and have had the sole effect of driving talent offshore. The more recent attempts to cut down on Internet gambling, besides displaying breathtaking hypocrisy, are having much the same effect. The continuing debate over what constitutes datacasting and what constitutes broadcasting shows little more than that this government would not recognise technological change if it bit it on the backside.

So perhaps we have little to fear, after all. I have libertarian and even anarchistic tendencies, so I believe that anything that makes it more difficult for governments to control our lives is a Good Thing. But I also believe in efficiency, and in fairness, and in the rule of law. I suppose we will muddle through.
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