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Introductory Remarks:
There have been three discrete Federal Government Inquiries on closely linked subject matters - poverty, taxation and welfare.  Poverty, the need for welfare support, the suggested increase in taxation on those who are working to support those on welfare, the repeated demand for business - especially small business - to employ those on welfare - to get them out of the Government's financial care - and the inability of business to employ more because of the crippling tax burdens imposed; are all interrelated and we feel should have been unravelled in a single inquiry -- not piecemeal.

The Association asks "What is the definition of taxation for this Inquiry?"  We presume it refers to only the basic taxes - wages, payroll, capital gains etc.  (Land Tax, Water Tax, Rainfall Tax and soon, no doubt, even the air we breath tax, etc. are not part of this Inquiry).

Taxation - why is it there?  The, often forgotten, purpose of taxation is to raise funds from the people to pay for the services and infrastructure they require.  All too often people believe that they are paying tax to the "tax man" whereas, in fact, it is money paid into a revenue pool to provide for the community services and needs. 

If we, as a community want to pay less tax, then we must be prepared to either manage with less services or demand that those services be provided more economically and efficiently.  We need to come to terms with this concept before we talk about tax reform.  We must also include levies  in this submission as they are raised in the same way, and their net effect on the taxpayer is the same as paying the so-called taxes.

Taxation needs to be fair and also to be seen as fair.  It is very difficult to see how tax reform can be undertaken without taking into account taxation at a state and even local government level.  (We are often made aware of the fact that we are overgoverned - 15 houses of parliament for 18 million people, and many can see the benefits, both in efficiency and tremendous monetary savings, this country would derive from the combination of two tiers of government bureaucracies.)  

a)  the level, extent and distribution of the current tax burden on individuals and

businesses.
The tax burden should be shared by all.  As Senator The Hon Helen Coonan, Minister for Revenue and the Assistant Treasurer, said in her Keynote Address at the 2002 Convention, A Capital Idea - Getting back on Top of Tax:


“Tax revenue delivers the services and infrastructure necessary for health,


education and welfare.  We also need it to provide infrastructure for our 

businesses and to meet the needs of an ageing population.


But we need to do so in a way that supports the way of life of Australians


and does not unduly reduce the ability of our companies and people to 



compete for global as well as local success.”

However, it is so very apparent the tax burden is not shared by all and the revenue raised is certainly not delivering the services, nor is any incentive given for businesses to compete successfully locally and globally.
In spite of the government's own tax reform statement that "the rest of the community subsidises the wealthy taxpayer", we still see an anomaly.

(The official figures tell it all.)  Companies which do 70% of Australia's business pay 10% of Australia's tax.  The small companies and individuals who do 30% of Australia's business pay 90% of the tax, and the Australian Taxation Office is concentrating on making this 30% pay an even bigger percentage.

The Association is concerned that the multinational companies are allowed to send most of their profits out of Australia, paying little or no tax at all and have been doing so since the 1950s.  These greedy, internationally based companies have torn apart the very fabric of Australian life.  Members of the Association can draw on experience and  remember that, all through the Depression, the strikes, the lock outs the people were kept going by the small shopkeepers and the Co-operative Stores, and this practice was repeated all over the country - outback, rural and regional.  Enter the huge and powerful, non-tax paying multinationals and exit the small but tax-paying shopkeeper.  By underpricing the small shopkeepers (of course the prices went up and up as soon as the big shops had the monopoly) the large multinationals soon wiped out the former backbone of the community.  This did not apply to only the grocery shops, but also the fruit and vegetable shops, the butcher shops, the little "deli" shops.  To take Cessnock for an example, there were at least ten butcher shops in the main street, Vincent Street; now there is one.  This has happened in every town in Australia.  When one drives through a main street in a town and sees the empty shops, one knows that away from the main street there will be a foreign owned shopping plaza.  This affects capital cities also.

Multi National companies promise employment for hundreds, and yes, they will have an hundred or so, however in the experience of local store staff they are on call, waiting to be called in for a few hours a week, the Company making sure that these casuals do not exceed the number of hours per week where they would be entitled to benefits extended to full-time staff.  Some weeks their earnings are not enough to live on and, in many cases, they have to seek support through Centrelink.
It is just incredible that these multinationals are allowed to avoid tax on at least 60% of their earnings, all that untaxed money going out of the country. It is said that there are two sure things in life - "death and taxes",  well, we know about taxes and now, even in death, we know that American concerns have and are still making a concerted effort to take over the funeral and crematorium businesses of this country.  More money leaving Australia!!

High taxes are forcing growing numbers of Australians to hide cash in overseas tax havens.  Whereas, in the past, one needed to be super rich, paying financial advisers to open up accounts in Switzerland, now all one needs to do is to surf the net, and even modest amounts can be squirrelled away in places like Bermuda, the Channel Islands and Vanuatu. This attempt at concealing income - by ordinary mums and dads, the small to medium sized business sector - has, according to the Tax Commissioner, tripled in 6 years to $A5 billion.  There is nothing wrong with moving money to other countries, provided you report all your income.  However, many Australians, reluctant to give the tax man half of any earnings over $A60,000, seem to be falling victim to offshore amnesia. So, the Tax Office loses a considerable amount of money, and is making very little effort to control this "off-shore surfing"; it seems the Tax Office would rather flex their muscles towards the vulnerable, those on benefits. 

We still have individuals "at the big end of town" worth over $30,000,000 returning taxable incomes of $20,000 or less.  Members feel strongly when hearing reports of low taxes paid by some of the richest people in Australia.  They are concerned that successive governments have not had the courage to tackle the problem, to stand up to big business and demand equality in taxation for all.  

Also, "at the big end of town" is the problem of trusts - family trusts - which should be taxed as companies with an estimated $700 million a year return to the government but, again, the government sits on its hands and does nothing.  Instead, the ATO spends time and money hounding  those "at the other end of town", employees on the PAYE scheme, those on Social Security benefits who have to ‘guestimate’ future "other payments" casual work and, -- woe betide them if they break the magic figure; the tax-man will be after them.

Those in the middle - the average wage earners - the ordinary working families have become Australia's new poor.  Effective marginal tax rates and tax bracket creep are costing about 20% of Australian families more than 60 cents in every extra dollar earned, through taxes and lost welfare benefits.  

The top level  of income tax, 47 cents in the dollar, cuts in at an annual income of $60,000.  That income level now includes nurses, senior teachers and policemen, as well as traditional "blue collar workers".  Though concern has been expressed in government ranks that single income families are 23% worse off than they were in the 1960s, while the Prime Minister and Treasurer have both put tax breaks on the agenda for the next Federal election, the Treasurer has rejected claims that those who have "crept" into higher brackets are worse off  

One group which bears a high tax burden - with little relief - and incurring anxious times with low interest rates - are the self-funded retirees.  Most of these are not wealthy, but through frugality and saving through their working lives have an independent income, often only marginally higher than the cut off for pension eligibility.  Yet there are no health benefits for them, no rental assistance, no power or Council rebate, no travel concessions.  Very few were eligible for the one-off payment designed supposedly to offset the costs to the individual of the introduction of the G.S.T.

Welfare recipients, so strongly encouraged to return to the workforce, too often find themselves financially worse off than if they had remained on welfare - as the result of a combination of the taxation system and the loss of benefits.

The Federal Government seems to think that a levy imposed for any given purpose is not a tax - Gun Buy Back, East Timor and the current Ansett levy.  Although the Government maintains that it has met all its legal obligations to Ansett employees, passengers are still paying the Ansett levy - $11 million each month - where is it going?

b)  the impact of (a) on taxpayers' families.

The main impact of taxation on families is the same as that on business.  Taxation squashes incentive ambition.  Just as the employer says, "Why should I expand my business and employ more people when that increases my tax payments - payroll, super, insurance etc.?", the employee says, "Why should I work overtime, or get a second casual job, it will put me in to a higher tax bracket?" 
Taxation - the inequality of taxation - has a tremendous impact on the taxpayers and their families.  We have the self-funded superanuees, who have paid their way, paid all their dues (taxation etc.), who cost the country nothing but are still paying taxes on their investment earnings.  Small wonder that they look askance at the pensioners, who are kept by the Government and given concessions by the three levels of government.

We have the unemployed, those on welfare, those who are trying to juggle work and welfare with the inevitable pitfalls, mistakes and sometimes severe retribution by the Taxation Office and Centrelink. 

Research for this submission frequently highlighted two statements:-

1.  Middle income earners are the new poor.

2.  Why would I want a job when I get more on social security?
A respondent from the Mid North Coast area writes that she and her husband earn $43,000 a year, struggling to pay for a car and fuel to get to work.  Her children have to work part-time to assist with the budget.  Her children's peers - with parents on benefits - are funded under Youth Allowance - and have a comparative advantage with more available study time than those part-time working children of working families.

Payroll tax is a complete anomaly.  Why should an employer be taxed for employing and paying wages and salaries to employees?  Employers should be given incentives to employ people, not such disincentives.  A plumber stated, "you have three choices - 1. staying small, working for and by yourself; 2.  employing 4 or 5 staff (plus office staff) with the appropriate number of vehicles etc., 3.  going big time - a lot of staff and it is only at this stage (3) that one is able to enter the "big enough for discounts at hardware shops etc." sector. So many tradesmen just cannot afford all the taxes, payroll, compulsory superannuation payments, workers' compensation,  public liability, vehicle registrations,  that, in the end, they just have to let their staff go.  This is so wrong, so bad for the country.  Operators should be encouraged to employ.

The impact of taxation - the inequality of it - falls most heavily on the middle income earners - whether they are self employed or employees.  Families in this bracket have to work that bit harder, they need overtime but have to watch that "bracket creep" knowing that if they do some overtime each week, they will breach the $60,000 bar and will have to pay 47% taxation.  (In February 2003, Mr. Howard intimated he would like to raise the threshold on the 47cent rate from $60,000 to $75,000 - marginally better).  Often both parents have to work to make ends meet; there is then a need for two cars, child care, after school care. With children, they have to have private health cover; there are no concessions available to them, no rental assistance, no rebates on council rates, car registration etc.; they have to pay top dollar because many other groups in society are subsidised.  It is in this group also that pressure - merely to survive - brings the adherent social, physical and mental health problems with family relationships, the social life of the family and often the breakdown of the family. 

One result of simply trying to own a home in Sydney and earn enough to cover its costs is the now recognised societal concern of falling birth rates.       

c)  the use and efficacy of various tax and expenditure incentives to influence social and economic conduct, for instance participation in the workforce.
The incentive should be to work, to want to work, and the reward to be a wage.  If the tax system was simpler, then many small businesses could employ workers, but the taxes double the outlay and so the jobs do not become a reality.  Another reason for no jobs is the possible litigation from existing regulations for dismissal.

Though this government has increasingly concentrated its welfare focus on mutual obligation and the importance of returning welfare recipients to the workforce, it has not been very successful.  There are just not enough jobs in the trades area of employment.  While it is all very well to insist that welfare recipients look for jobs and to give tax breaks to employers who hire such recipients on a temporary basis, if there are not enough jobs the success rate will not be high.  The paper work involved is enough to put off any well-meaning employer.

Work for the dole has had only limited success, and it has been often said that those working for the dole are only dealt with on a "keep them busy - occupied" basis, not trying to teach them things which could help them start working at a trade. 

Welfare recipients who move into the work force part-time have found they are worse off financially than if they were on welfare full time.  Greater tax concessions, as well as raising the threshold before benefits disappear have been suggested as remedies for this situation.

d)  the long term social and economic impact of the current distribution of taxation, government spending and employment including the intergenerational consequences of the tax structure.

If the present situation is allowed to continue, we will have 2nd and 3rd generations of families quite happy to be on welfare.  If they slipped through the net at school - missed out on an adequate literacy grounding, left school without the qualifications needed for a TAFE course, there is then only work for the dole, which does not train them for any trade or job, and then welfare.

Parenting allowances, family benefits and other schemes which purport to help families are too complicated and too restricted.  They are usually announced as a vote catcher and in most cases benefit few.  Single mothers are virtually forced to work whereas mothers whose spouses are working are encouraged to stay at home (even though we know that often one wage is not enough to keep a family).  Child care should be tax deductible, whether it be paid to nannies or formal child care establishments.  Currently, nannies are being employed as "secretaries" to enable employers to claim their salaries as tax deductions.

Superannuation is too complicated.  Whilst the government is constantly urging us to increase our superannuation amounts so that we can be self funded retirees, with levels of taxation (taxed three times) and fees and charges on superannuation, many people are disinclined to hand over any of their hard earned money for someone else to manage.  Certainly, not everyone is a good money manager, but many people believe they can just as easily lose their own money rather than being forced to place it in a superannuation fund where someone actually charges a fee to lose it on their behalf!!  

G.S.T. has to some degree been a success, but it has not stopped the black economy - "it will cost you less for cash".

Through privatisation and funding both Federal and State Governments appear to be striving their utmost to rid themselves of aged care and mental health.  There is just not enough money to go around; our hospitals are short of beds and nurses because more funds are not available for preventative medical care; our nursing homes are full - with long, long waiting lists, because not enough funds are made available to enable people to stay in their own homes; our schools are short of teachers because of low salaries paid them, leading to the problem of children not being literate, money then having to be found to provide remedial solutions to bring them up to a standard to seek employment.
The State tries to save money by not having guards and ticket collectors on public transport.  The public either see this as unsafe and do not use the system, or use it and avoid paying their fares.  In the meantime, we are paying unemployment benefits to guards and ticket collectors who have lost their jobs and are unable to find other jobs. 
e)  the respective roles of the Commonwealth and States in relation to the collection and distribution of taxation revenue.

The question is often asked "What is happening to the hidden tax of GST?"  Both State and Federal Governments need to get clear parameters of where their responsibilities lie; there should be no duplication in any areas.

The G.S.T. revenue was given to the states to alleviate the undignified begging bowl situation which took place annually at the Premiers' Conference.  States would have an assured income.  In return for this they were to remove or phase out various taxes.  One of these was stamp duty on property sales.  Instead of removing this tax, which, with the increase in real estate prices, has been a huge income producer, at least one state, Victoria has increased the tax.  The Real Estate Institute of NSW says high levels of stamp duty in NSW are making it harder for young people to enter the housing market (SMH 22/3/03).  Despite first home buyers being exempt from paying stamp duty for houses under $200,000 in the metropolitan area, this is unrealistic.  The median house prices in all of the 43 local government areas is above that figure. 

Also, states’ stamp duty on vehicle registration has not been reduced; payroll tax has to be wiped out if businesses are expected to increase employment; property taxes' revenue has grown alarmingly, as have the concerns of families fearing that they might not be able to afford to inherit family homes with such high land taxes imposed. 

The Commonwealth Government should further reduce the rate for company income tax (now 30% - down from 36%); this should see an increase in company growth in Australia, less reliance on imports and greater employment.  The Commonwealth should also carefully control the income tax paid by superannuation funds; these are funds which, if not managed properly, will be inadequate to support the superannuees, who will then become a drain on the public purse through pensions.  One wonders where the taxes from petrol end up.  Because of the increase in oil and petrol prices since last year's May budget it has been estimated that the Government would receive an extra $220 million in revenue, plus a further $400 million through the petroleum rent tax - a total of $620 million.

f)  other relevant issues

We can all remember doing our own tax returns.  Most of the Tax Act at a federal level is so complicated that it is impossible for anyone, including ATO representatives, to understand.  It is not unusual for accountants and tax advisers to make several phone calls to the ATO with the same question, to get a different ruling on each occasion.  It is now common practice to do this and accept the ruling most beneficial to a client and act accordingly.  This is bizarre. 

The only way to have a fair and equitable taxation scheme in Australia is to completely scrap the current system.  Attempts in the past to "reform" and "simplify" the taxation system have only involved adding more and more layers to it. There are so many anomalies and so much confusion that a complete overhaul is needed.  Each aspect needs to be clearly defined as to how it impacts on every other aspect.  Not only does the way in which taxation is collected need to be reformed, so too does the way in which that money is allocated and spent.

We need to look at the big picture.  The recent bushfires in the NSW Snowy Mountains is an illustration of how the big picture is overlooked.  Despite the fires breaking out weeks before, very little action in controlling them was taken, due to budgetary restraints.  Only when the fires were totally out of control and in danger of burning property, was a Section 44 announced.  This virtually meant that money was no object and huge numbers of resources were available.  Had a larger budget being available at the start, the fires would have been brought under control much earlier and for millions of dollars less.

If the Commonwealth continues to insist the States carry the same fiscal responsibilities as they did before GST, the State provided services will continue to decline.  All States appear to be having trouble meeting their citizens' expectations of their educational, health and transport roles, to name only three.  To meet these shortfalls in revenue previously provided by sharing accommodations with the Commonwealth, states have pushed forward with their own taxes not covered by the GST agreement, and have made no promises to abolish the currently suspended electricity tax, worth an estimated $300 million in revenue if reintroduced.  With this transfer of funds the Commonwealth appears largely to have washed its hands of many responsibilities.

We need to establish at what standard the country, as a whole, wants to live and then establish how we are going to afford that standard.  If we are not prepared to pay, then the standard must be lowered.  The standard however must be for everyone, not for just a few.  Equally, the contribution must be for all.   
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