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The St Vincent de Paul Society, a lay organisation consisting of over 39000 Christian volunteers, has been assisting people in need in Australia for more than 117 years. It is now one of the largest and most cost-effective welfare organisations in Australia.

St Vincent de Paul Society members see approximately 800,000 people each year who are experiencing some degree of short-term or long-term poverty in some 300,000 homes. 

Vinnies also conducts a comprehensive range of services to disadvantaged people. 

Vincentians are motivated by scriptural imperatives in both the Old and New Testaments. One of the most common themes throughout is the requirement for followers to pursue social justice:


“Learn to do good.


Pursue justice,


guide the oppressed;


uphold the rights of the orphan,


and plead the widow’s cause.”





(Isaiah 1:17).

Our prime concern is to help the marginalised, to learn from their experience of marginalisation, and to stand in solidarity with them.

We cannot visit people in need without observing the structural causes of their poverty.  Advocacy on behalf of the poor and disadvantaged, therefore, is a key function of the Society. Our founder, Frederic Ozanam told us: 

“You must not be content with tiding the poor over the poverty crisis: you must study their condition and the injustices which brought about such poverty, with the aim of a long term improvement.”

THE ISSUE IS EQUITY
There are, in effect, two tax systems in Australia. One is for the rich; the other is for the rest.

Any taxation system that creates the following contradiction 
is clearly in need of an equity-check:
At the lower end:

860,000 Australians are losing (through tax and the benefit-clawback) between 60c and $1.10 in each additional dollar earned.

At the higher end:

860,000 Australians are on the top marginal tax rate losing 47c in each additional dollar earned.
NATSEM data (Beer 2002)
The object of a taxation system is to raise revenue. 

Equity means that this revenue is collected from all who are able to contribute in proportion to their ability to contribute. 

If revenue is collected according to a structure that allows any section of society to avoid contributing its fair share, then that system is clearly inequitable.
Inequitable collection produces a revenue yield that does not represent the national quantum of wealth. Neither does it represent the rate of economic growth. This means that government is limited in its ability to produce equitable social outcomes through public spending in key areas that have a demonstrable effect in the fight against poverty and inequality.

The Australian taxation system is skewed heavily in favour of the wealthy. As such, low and middle income households are contributing a disproportionate share of tax revenue. Wealthy households are either encouraged or allowed to contribute a share that reflects neither their ability to contribute nor the benefits they have reaped from national stability, sustained economic growth and publicly financed infrastructure and government intervention on their behalf.  
We developed a detailed analysis of the conditions and structural injustices that give rise to inequality in our Submission to the Senate Poverty Inquiry:

http://www.aph.gov.au/Senate/committee/clac_ctte/poverty/submissions/sub44.doc .

An inequitable taxation system is one of the means by which the gap between the rich and the poor is growing. If the equity and yield of the taxation system are not addressed, our future prospects for a prosperous, cohesive and equitable Australia are seriously jeopardised.

The Australian taxation system is substantial in size and complexity. The St Vincent de Paul Society makes no claim to having technical expertise in this field. Neither do we have the resources to call upon the professional assistance of teams of taxation lawyers to vet our proposals. Our objective in making this submission is to help the Senate Inquiry to recognise the inequity of the tax system and to provide some indicative solutions. We are not experts on taxation, but we do know a lot about inequity.  
We make the following observations and suggested solutions as means to achieving the goal of an equitable tax system; one that addresses inequality rather than exacerbating it; one that is characterized by a fair and proportional sharing of the tax burden, resulting in a greater yield and a greater public expenditure in the interests of job creation and public service provision, especially for low-income Australians.

1.
The financing, through taxation, of the essential functions of government has a 
fundamental influence on the standard of living of all citizens.  These essential 
functions of government, as defined in the Australian Yearbook 2002, are three-
fold:


a)
the provision of non-market goods and services,

b)
regulation of economic and social conditions,

c)
redistribution of income.

The St Vincent de Paul Society asserts that these three essential functions combine 
to produce a single overriding one of:  a duty of care for all its citizens.

2.
In the pursuit of the above objectives, Adam Smith, the founding theorist of free 
market political economy laid down four canons for a taxation system:


a)
 equality,


b)
 certainty,


c)
 convenience,


d)
 economy of collection.


Subsequently, with the growth of economic complexity, other canons have been 
added, such as economic efficiency of a tax structure.  All are important and are 
essential for a soundly based tax system.


However, the St Vincent de Paul Society regards equity as the most important of 
the canons. 

3.
Taxation in a modern economy lays claim to a large proportion of:


a)
national income,


b)
national output, 


c)
national resources.


It therefore has a wide impact on the economic, social and political stability and 
well-being of a nation.

4.
If it fails on grounds of equity it will nurture:


a)
social discohesion,


b)
instability based on inequality,


c)
the seeds of long term self-destruction within an economy.


If these elements are nurtured, national productivity will inevitably suffer.
5.
In the current Australian taxation system we see:


a)
growing levels of inequality in the way that different taxpayers are treated;


b)
expenditure incentives and hidden taxes (levies) which have a range of 


further regressive impacts;


c)
the encouragement of  wealth accumulation by those already wealthy, partly 

because its increasingly complex and inadequately supervised provisions aid 

and abet tax minimisation and provide too many avenues for tax avoidance;


d)
low and middle income Australians being compelled to bear a 



disproportionate share of the burden for the upkeep and development of the 

country;


e)
official cries of insufficient revenue (because low and middle incomes 


cannot be squeezed much more) being used as justification for insufficient 

levels of national investment in health, education, child and aged care, 


housing, and employment creation;


f)
the vertical fiscal imbalance between the Commonwealth and State 


governments (where one is the major raiser of tax revenues, but the other is 

the major spender) exacerbating the situation.

6.
We firmly believe that it is possible to develop and amend the taxation system in 
such a way that it:


a)
improves equity, with all Australians contributing their fair share;


b)
increases the revenue yield quite significantly;


c)
improves the quality and availability of public goods and services.

Of course this cannot be achieved without some sacrifice by wealthy individuals and companies, but the level involved need not substantially impinge on their continued enjoyment of a very satisfying Australian lifestyle. Overall, such a move is preferable, most would agree, to a degeneration into the sort of situation Argentina finds itself in.

TOR (a) 

THE LEVEL, EXTENT AND DISTRIBUTION OF THE CURRENT TAX BURDEN ON INDIVIDUALS AND BUSINESSES
The structure of the tax system is inequitable. 

While its complexity was developed in order to protect its integrity, it is inordinately open to tax avoidance practices which favour the wealthy.
1
Inequitable Aspects of Direct taxes
Australia’s direct taxes are progressive but they are also avoidable, chiefly through the following means:
a)
Trusts
There are sound and valid legal reasons for the existence of trusts, a main one being to preserve a family farm or business intact, in the face of likely dismemberment.  They are, however, also a significant means for reducing taxable income, thereby protecting the wealthy from bearing their fair share of the national tax obligation. 
In the 1990s, the number of trusts has grown from around 200,000 to over 450,000. The Senate Report on ANTS (1999) showed that income in trusts grew by 43% in five years. ACOSS (The Trouble with Trusts 2002:1) points out that 2% of taxpayers get 29% of the trust profits. It also notes that only 6% of trusts were for the purpose of primary production
It is estimated that the loss of tax revenue due to the use of Trusts amounts to $700m (Review of Business Taxation 1999 A tax system re-designed).

The case below illustrates how Trusts can be used as a driver of inequity:
THE TAX TREATMENT OF FAMILY TRUSTS:

A CASE STUDY 
An ACT café proprietor had a taxable income of: 

$6,150 (later declared at almost $24,000 due to changes in tax treatment) 

(
entitling her to family benefits
The Trust owned/provided:
(
the café 


(
a BMW 
(
an executive retreat 

(
a Jaguar
(
rented accommodation, 
(
their son’s “exclusive” private school fees
(
various credit card accounts
Source: ACT Supreme Court
b)
 Use of Company Structures to Minimize Tax
The growing use of company structures has resulted in a massive reduction of tax liability due to the lower rate of taxation on companies. This phenomenon is sometimes also characterised by a minimal impact on the productive output of the economy while greatly enhancing the (tax concessional) consumption levels of some high-income households.
Governments have actually contributed to this trend by the outsourcing of services formerly provided from within the public service, resulting in the mushrooming of consultancies, established by former public service employees, using company structures.

Wealthy individuals are also able to substantially reduce tax liability through artificial income splitting often involving trusts or a company structure.  
c)
Tax Havens
Net cash flows from Australia to 41 OECD designated tax havens in 2001/02 totalled more than $5 billion. $2.5 billion of this was moved to Bermuda. The Commissioner of Taxation (Annual Report 1999-2000) has outlined the problem as follows:

“Much of the international tax avoidance that is currently of concern to the ATO involves the use of tax havens.  Our research indicates the use of tax havens has increased significantly in recent years…The value of payments from Australia to tax havens has increased significantly since 1996.  Our concerns arise from the threat to the revenue posed by corporations and wealthy individuals who are avoiding paying their fair share of Australian tax by taking advantage of the services offered by tax-haven regimes and promoters who operate through them.” 

d)
PAYE earners

The top marginal tax rate of 47 % today applies to taxable incomes of $60,000 and above. If a 47 % marginal rate is appropriate for an individual whose taxable income is $60,000, surely it is not also appropriate for an individual whose taxable income is $200,000, let alone someone whose income is $2,000,000.

Marginal rates on what might be termed super-high incomes are too low to establish equity of burden.

There are two results. The system is inequitable, and tax revenues in Australia are substantially below their potential.  

The Treasury has not published estimates of tax evaded and tax avoided since the Treasury Estimate for the Tax Summit of 1985. If one were to extrapolate these figures for subsequent years, two possible scenarios emerge.

The first scenario would see a tax revenue loss of $99.7 billion in current prices for 2001 - 02. This is based on the assumption that the growth rate of tax evaded and avoided in the above-mentioned Treasury Estimate, which is 15.9% per annum, was maintained for subsequent years.

The second scenario would see a tax revenue loss of $19.6 billion in current prices for 2001 - 02. This is based on the assumption the losses to revenue were maintained at the same rate of percentage of GDP as the Treasury Estimates of revenue losses for 1987 - 88, which was 2.8%.

These two figures possibly indicate the range of tax currently evaded and avoided.

Additionally, a wide range of very wealthy professionals, be they in medicine, law, accountancy, entertainment and the like, are able to claim wide-ranging tax concessions not available to the ordinary person.

For example a professional employee can lump a holiday on the back of an overseas trip and still gets to claim all the airfare (but not the costs of the holiday itself) as deductible. 
2
Inequitable Aspects of Indirect taxes: regressive and less avoidable

a)
GST

Clearly the GST package was heavily skewed in favour of the wealthy. This package adds a net percentage increase in the value of goods and services, regardless of the income of the purchaser. This was recognised in the attempted compensation for low income households which was totally inadequate (see St Vincent de Paul Society Submission to Senate Inquiry into GST at www.vinnies.org/national/News.cfm ).  

Moreover the reductions in income tax that accompanied the GST were disproportionately geared to high income earners to the extent of several thousand dollars per year.
b)
Levies

There are over $100 billion of levies. These levies are widespread and they exist at both Commonwealth and State levels. Generally, these are not progressive. These include a wide array of agricultural levies (chickens, sheep, beef, sugar), as well as air fares, airports, insurance, emergency services, casinos, motor vehicle registration stamp duty, driver’s licenses, wine equalisation, etc.  All of these fixed charges feed into the production costs of goods and services and thence trickle down to low and middle income earners in the prices they pay.

Suggested Solutions

The Australian Tax System’s very structure, size and complexity imposes significantly greater burdens on low and middle income earners.
The St Vincent de Paul Society calls for a much greater degree of equity in the structure and provisions of the Australian tax system.  This inevitably means that wealthy individuals and companies must meet their obligation to contribute a fair share of taxation revenue for the needs of the nation. The disproportionate burden on low – middle income households can be reduced and revenue yields increased by the transfer of around an additional 2-3% of GDP from private wealth to the public purse.
Those who have been able to artificially reduce their share of the burden must cease to abrogate their responsibilities.  

There are solutions to this inequitable distribution of responsibility.

1.
The fundamental solution is to remove tax concessions (including their application 
to trusts and company structures). This would clearly result in a substantially 
greater loss to the high income households than low – middle income households. 
This fact, in itself, demonstrates the existing inequity of the current taxation system.
2.
Extension of the marginal tax rate scale to perhaps 65% for super-incomes would 
see a more equitable reflection of income levels in relation to tax contributions. 
This could be effected by a progressive tapering of new tax brackets.

3.
Have a parliamentary inquiry into levies, reviewing their impacts on low – 
middle income households, their justification and alternatives. The St Vincent de 
Paul Society supports the practice of hypothecation, where it can be shown that the 
tax being raised is transparently applied to a specific expenditure outcome based on 
socio-economic equity.
4.
Examine measures to restrict use of overseas tax havens. 
5.
Introduce an Assets Tax as a workable strategy towards the achievement of the 2-
3% redistribution of wealth.
TOR (b) 

THE IMPACT OF (a) ON TAXPAYERS FAMILIES

As a result of (a) wealthy Australians, through the use of trusts, company structures and/or generous personal tax breaks and concessional tax treatment are able to reduce their share of the tax burden. They thereby engineer access to a wide array of goods and services, including motor vehicles, petrol, houses and apartments, white goods, food, holidays (essential business meetings), clothing, air travel, and  related benefits for spouses and children.  Equally important is that they are able to accumulate capital at concessional rates (negatively geared).

Bracket Creep

The tax breaks accrued to low income households by way of concessions simply allows them to put food on the table. Moreover, as the cost of living rises, so do many incomes through CPI increases. 

While the wealthy take tax deductible holidays, 27% of all households could not afford a holiday away from home for at least one week a year.

While the wealthy enjoyed tax concessions on imported luxury cars, 7% of all households could not pay car registration or insurance on time.

While the wealthy accumulated capital at concessional rates, 19% of all households were unable to raise $2,000 in a week for something important and 15% of all households spent more money than received in the last 12 months.
Source: 'Household income, living standards and financial stress' (1998-1999) in Australian Economic Indicators, June 2001 (ABS Cat. no. 1350.0).

Bracket Reduction
Conversely we have arrived at a situation in Australia where, according to official ATO statistics, multi-millionaires who live in Australia’s richest suburbs from the North Shore in Sydney to Toorak in Melbourne, have the ridiculously low taxable incomes of around $100,000 (ATO Taxation Statistics 1999-2000).

For the lowest income Australians, those receiving Unemployment or Parenting Payments and totally dependant on government benefits, when seeking to move from welfare to work (a most desirable objective), suffer effective marginal taxation rates of between 60% and 110%, where even the richest person in the country who actually declares their full income (and that is unlikely) would pay only 47%.
The aspect of the tax system that has the greatest direct daily impact on low income families is the GST.  The regressive nature of the GST was well understood by government when it was introduced.  However:


–
the compensation package it offered (some tax reductions on low incomes 


and some cash payments) was by any conceivable standard inadequate, and

–
the compensation that was given has now been largely eroded.

The St Vincent de Paul Society proposed the use of a smart card, that would have allowed poor households (on a graduated scale depending on income) a total exemption from all GST payments, and we still maintain that. (See the St Vincent de Paul Society Submission to Senate Inquiry into GST at www.vinnies.org/national/News.cfm ).  
The introduction of the GST put a disproportionate tax burden on low income households. The compensation packages, because of their targeting, did not compensate them adequately for the increased costs they would have to bear.

Suggested Solutions

The Australian taxation system is one factor helping to produce an hour glass society, with wealth accumulating in the top half while middle Australia is increasingly squeezed into the bottom half.
Some solutions to this regressive impact of the tax system on families include:

1.
Revamp GST compensation, with a permanent form of indexed compensation for 
low income earners.

2
Introduce a smart card to exempt low income families from paying any GST.  The 
card would exclude purchases of:



–
Tobacco



–
Alcohol



–
New cars



–
Luxury goods (jewellery, etc.)

3.
Address the high effective marginal tax rates experienced by low income earners 
moving from income support to employment. This could be achieved by raising the 
tax-free thresholds and lowering the rates of taxation for the lowest brackets.
TOR (C) THE USE AND EFFICACY OF VARIOUS TAX  EXPENDITURE INCENTIVES TO INFLUENCE SOCIAL AND ECONOMIC CONDUCT, FOR INSTANCE PARTICIPATION IN THE WORKFORCE

Government spending, rather than tax concessions, should be the key government stimulus for equitable economic and social development.

Transparent, reviewable and accountable subsidies, rather than concessions, can be efficiently applied for the achievement of specific socio-economic outcomes. 
The bulk of tax incentives are used in such a way that equality of treatment for taxpayers is the first casualty, and beneficiaries often tend to be narrow groups that reflect electoral and other interests rather than the common good.

Current incentives (including the Baby Bonus and the Private Health Insurance Rebate and Medicare Surcharge exemption) are actually regressive in their impact on equity and social development. The use of means tested subsidies with appropriate measurement criteria would avoid this exacerbation of the maldistribution of wealth.
Current incentives also lack a framework governed by an impartial determination of the national interest. A good example of this policy vacuum is the failure to strategically subsidise the provision of desperately needed affordable housing. It is noteworthy that there exists a negative gearing mechanism which delivers benefits to investors whilst having no bearing on this key national outcome.
Suggested Solutions

1.
Use subsidies rather than concessions. 

Subsidies have the advantage of:



- transparency,


- easy submission to a national interest test,


- means testing,


- accessibility to public scrutiny.

Tax incentives have the disadvantages of:



- being susceptible to rorting,


-lacking transparency or accountability,


-distorting company performance statements, thereby potentially leading to 

  bad business decisions.
TOR(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

Taxation shouldn’t be lumped in with spending and employment in this term of reference.

Taxation is, as we have earlier asserted, a means of revenue-raising. It is not the preferred device for socio-economic engineering. 

The reason the St Vincent de Paul Society holds this view is that the evidence points to an inequitable share of the tax burden being shouldered by the poor precisely due to a number of so-called incentives and concessions. Overall, these favour the already wealthy, while reducing, overall, the net revenue yield which could be made available for government to spend on building an equitable society. 

The Health care rebate and Medicare surcharge exemption are good examples of inequitable concessions which favour the rich and have an overall regressive effect on society.

The fact that the tax system encourages wealth accumulation by the wealthy but imposes relatively severe burdens on middle and low income-earners, means that it has become a cause of growing intergenerational disadvantage and inequality.

The traditional economic argument that the wealthy should not be highly taxed because they invest non-essential income in productive investment, which creates jobs and a bigger national economic cake for all has little validity in Australia today.  Despite massive accumulations of wealth by a small percentage of Australians, our savings level (and hence domestic investment pool) is poor – driving in fact a need for overseas borrowings that increases the national debt, for which all Australians have to pay. 

In fact the level of savings in Australia has recently been reported to have fallen into negative territory at around minus 0.5.  For low income families (which exceed 3 million) and for many middle income families we have known for years that the cost of living combined with the burden of taxation has forced them to live beyond their income - and official Household Expenditure Survey data confirms this.  But for a country that produces huge wealth and where the bulk of that wealth is held by 20% of the population, one has to question the structural drivers of this poor level of productive investment compared to conspicuous consumption.
NATSEM research findings (Kelly and Toohey 2002) show that over 50% of Australian households are not saving. This represents a decline in the rate of household savings  from 1999. Our falling savings rate is also accompanied by increased overseas borrowings.

In the light of this data and in the absence of any official analysis we can conclude that substantial amounts of accumulated wealth are spent on non-productive objectives such as: share market speculation, real estate deals, imported luxury cars, clothing, foodstuffs, overseas holidays, and a myriad of other goods and services that reduce the savings level and add little to domestic productive capacity, to jobs, or to crucial social infrastructure.

The detailed study of wealth by NATSEM (Kelly 2002) shows that the concentration of wealth accumulation is growing at an alarming rate. 60% of the nation’s wealth is currently owned by 10% of the population. On present trends, by 2030 some 50% of the population will have only 4.9% of the wealth.
There is a massive volume of untapped tax revenue (and hence expenditure). Commonwealth Budget outlays have fallen from around 29% in the mid 1980s, to around 25% in 1998-1999 (Fraser 1999: 7). It is estimated that they will have declined to under 21% in 2002-2003.

This gap and the factors driving it are driving intergenerational inequality, through lack of equal opportunities for lower income Australians to access those fundamental goods and services essential to break the poverty or inequality trap. (See SVDP Poverty Submission at http://www.aph.gov.au/Senate/committee/clac_ctte/poverty/submissions/sub44.doc .)
Suggested Solutions

The St Vincent de Paul Society does not see these trends towards inequality as being irreparable or irreversible. Within the scope of this inquiry the following solutions are suggested as means for gaining an understanding of the macro-social impacts of a taxation system that has become characterized by inequity rather than a fair distribution of obligation and a nationally responsible revenue yield.

1.
A study of wealth in Australia, looking at:


- how wealth is accumulated;


- patterns of expenditure, savings, and productive investment.
2.
Update estimates of revenue foregone due to:


- tax evasion, and


- tax avoidance.

3.
Increase expenditure on ATO administration from its current level of around 
2% of taxation revenue to 5% of taxation revenue in order to facilitate taxation 
compliance and collection amongst those strata of Australian society that are 
currently able to avoid their responsibilities.
4.
Engage the public in an ongoing program of taxation awareness, thereby raising 
the level of understanding of taxation as a necessary and positive means of sharing 
responsibility for the building of a just and compassionate Australia.
TOR(e) THE RESPECTIVE ROLES OF THE COMMONWEALTH AND STATES IN RELATION TO THE COLLECTION AND DISTRIBUTION OF TAXATION REVENUE

Problems of the Federal taxation system are in many respects exacerbated by the VERTICAL FISCAL IMBALANCE (VFI) between the Commonwealth and the States.  Both have crucial responsibilities relating to economic development, industrial and social infrastructure, and basic services such as health, housing, education and welfare – although the Federal Government is by far the major collector of revenue and the States the biggest spender or provider in many of these areas.  There was hope that the GST, which is allocated to the States, could go towards redressing VFI but this is by no means certain.

The crux of the problem is that in 2000/01, for example, the States and Territories raised in taxation about $32 billion or 15% of total tax revenue but the Commonwealth by contrast raised $175 billion or 82% of the total.  But conversely the States are responsible for around $120 billion or 45% of expenditure (although it must be said that the States do receive considerable amounts from non-tax revenues).

To address VFI one would need to re-examine the Constitutional framework in which the Commonwealth-State relationship is defined. This remains outside the purview of the St Vincent de Paul Society.
The following, however, can be noted:

1.
The experience of St Vincent de Paul Society members at the coal-face is made 
more difficult by the complex and uncooperative fiscal relationship between the 
Commonwealth and States. This is exemplified in the difficulties experienced in the 
area of referrals to and from Government departments and the ease with which 
Australia’s most marginalised people fall between the cracks of various systems of 
support and service provision.

2.
As pointed out in the Review of Commonwealth-State Funding: “The central aim of 
Australia’s system of Commonwealth-State funding should be equitable outcomes 
for Australian individuals or households.”  The Review observes that, rather than 
improving vertical equity (redistribution of income from high to low income 
households), the methods of the Commonwealth Grants Commission may actually 
make it worse.
Suggested Solutions
The St Vincent de Paul Society makes no claim to having expertise in this area but it is clearly in the interests of vertical equity that the recommendations of the Review of Commonwealth-State Funding be examined and that a progressive reform agenda be implemented collaboratively. 
TOR(f) ANY OTHER RELEVENT ISSUES WHICH MAY ARISE IN THE COURSE OF THE INQUIRY

INTERNATIONAL COMPARISONS

There is a widely promoted myth in this country that Australia is highly taxed and that the taxation burden should be reduced.

This myth arises from a piecemeal and selective examination of the tax system.  But when the total tax revenue of the country is considered, Australia is taxed at one of the lowest rates in the OECD.  
Excluding Japan and Korea, only Mexico and the United States of America have lower total tax revenue as a percentage of the GDP than Australia.

Is this the direction we want for our country ?

Do we want lower taxes like these countries?
Do we want:



•
Crime and incarceration rates like the USA?



•
A health system which is unaffordable to a large percentage of the 


population and extremely expensive to those who can afford it.?



•
Levels of severity of poverty and homelessness considered 



completely unacceptable in this country?



•
Inequity of an education system which exacerbates the plight of 



those from disadvantaged areas?





… to name but a few.
We draw the Committee’s attention to the following table showing OECD revenue statistics 1965‑2001.

OECD Total Tax revenue as percentage of GDP
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We have argued in this paper and in our submission to the Senate Inquiry into Poverty, that to solve the problem of social inequity in this country, there will necessarily need to be a shift of some $12b per annum or around 2% of GDP to enable this to occur.

In the table above, it should be noted that the average total tax revenue of OECD countries is 37.4% of GDP (year 2000).  Australia’s is 31.5%. This is 6% below the average.

In simple terms an additional 6% of tax revenue would provide more than enough resources to achieve the required social equity.

Suggested Solutions

As we have outlined throughout this submission, some suggested ways of increasing this revenue, whilst enhancing the level of equity in the taxation system itself, include:

1.
Hypothecation
2.
Assets Tax

3.
Introducing new tax rates for higher income brackets.
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