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Dear Sir,

Enclosed please find a submission from the Southside Chamber of Commerce Inc to the Senate Economic References Committee's concerning its enquiry into the Structure and Distributive Effects of the Australian Taxation System.

As the material in this submission is already on the public record, the Chamber does not require its submission to be kept confidential

Yours sincerely
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P.J. Weightman

Treasurer, and Convenor - Taxation Reform Committee.
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to the
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The Structure and Distributive Effects of the Australian Taxation System

The Southside Chamber of Commerce Inc.
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Mail: PO Box 923, Mt Gravatt Central, Qld, 4122  -  Phone: 07 3849 6222   -  Fax: 07 3849 6244
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About the Southside Chamber of Commerce Inc.
The Southside Chamber of Commerce Inc. is a not for profit organisation representing small business and local interests within the central southern suburbs of the Greater Brisbane Area.

The chamber was formed ten years ago through the amalgamation of two smaller chambers of commerce in the area that had for many years previously pursued similar local interests. 

The Chamber's Tax Focus

Early in its existence the chamber perceived the mounting problems caused by Australia's seriously flawed tax regime and formed a tax reform subcommittee.  

In analysing the various tax laws and their impacts on businesses and families the committee quickly observed that, far from being an integrated, equitable and efficient system of tax levies, the mixture of Federal, State and Local taxes constituting Australia's tax regime was the very opposite, an, unfair and incredibly complex and inefficient amalgam of expedient and opportunistic tax siphons inserted into every possible trickle of the community's cashflow successive governments and their tax bureaucracies have been able to identify.

The committee undertook further consultation and study and evolved a set of principles upon which a socially equitable and economically efficient tax system within a democratic society should be based.  When the committee began to measure the Australian tax regime against these principles it became immediately apparent that few if any of these principles were being observed.

The Chamber's early push for tax reform

The chamber has since issued a number of discussion papers featuring these fundamental tax principles and the need for tax reform.  It went so far as to commission the design of a model tax system that illustrated how it was a relatively straightforward task to design a tax regime that did in fact comply with those principles while at the same time generating similar levels of revenue to those then currently being raised.  

The Chamber then began publicising what it saw as an increasingly crucial need for real tax reform, organising activities like its "Shred the Tax Act" seminars and making submissions on the subject to various authorities.

The chamber was gratified when the question of tax reform began to achieve more dominant national media coverage and it welcomed the then new Howard government's promise to seriously address the issue. 

It was therefore with great dismay that the chamber later realised that the groundswell for real tax reform was seized upon by the government not as an opportunity to pursue real tax reform, but merely as a opportunity to use the word "reform" as a smokescreen to realise a long held ambition of the tax bureaucracy to replace the unproductive wholesale sales tax system with a value-added consumption tax that had been invented by Europe's bureaucrats nearly half a century before and was to be called the GST.  

The GST has of course provided the government with an new revenue stream that would covertly deliver annual automatic revenue increases as GDP increased, similarly to the way in which covert increases in income tax revenues were generated by the steady "bracket creep" that resulted from the fact that tax bracket boundaries were not indexed to allow for inflation.

This Senate Enquiry - a New Hope

Aware that the government now regards tax reform as a dead issue, the Southside Chamber of Commerce perceives this enquiry by the Senate Economic References Committee as a welcome new opportunity to reiterate its perceptions, in the hope that the question of what it sees as urgently needed real tax reform will again become a live issue that attracts the focus of public debate.  The Chamber believes that real tax reform is urgently needs if the social and economic well being of future generations of Australians is to be assured.

The substance of this submission

This submission has been prepared in four parts:

1. Comment directed to the six discussion points listed in the request for submissions.

2. A previously prepared discussion paper presenting the case for the tax principles espoused by the Chamber.

3. Another paper presenting the case as to how both the former and the new tax systems fail to comply with those tax principles.

4. Conclusion. 

We commend this submission for the committee's consideration with a view to its understanding the urgent need to undertake real reform of the tax system as soon as possible.
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P.J Weightman

Treasurer of the Southside Chamber of Commerce Inc




 
& Convenor of its Tax Reform committee.

Part 1.

Commentary on the discussion points raised in the request for submissions.

a.
The level, extent and distribution of the current tax burden on individuals and businesses;

The Southside Chamber of Commerce Inc has canvassed tax accounting sources and obtained data on the overall tax burden 

Individuals

According to the published tax scales applicable to individual taxpayers the amount of actual tax paid for persons earning various multiples of the average income from the accounting sources case studies is as follows:

	Times the income
	Gross Income
	Income Tax
	Effective rate
	Times the tax paid

	1
	34,000
	-6,818
	20.05%
	1.0

	1.6
	54,000
	-13,638
	25.26%
	2.0

	2
	69,000
	-20,643
	29.92%
	3.0

	3
	103,000
	-37,201
	36.12%
	5.46

	4
	138,000
	-54,246
	39.31%
	7.96

	5
	172,500
	-71,048
	41.19%
	10.42


It can be seen that persons earning average wages are required to pay income tax at the rate of a little over 20%.   Any extra income earned such as overtime is taxed at 35.7%, any further income beyond $38,000 is taxed at 44.7%.   

Persons earning just 60% more must pay twice as much tax.  All income beyond $50,000 is taxed at the rate of 48.7%

Those earning twice as much must pay three times the amount of tax.

Taxpayers earning three times the average must pay five and a half times as much tax.

Anyone earning four times the average must pay eight times as much tax.

Those earning five times the average must pay tem times as much tax.

This tax burden is seen by virtually every taxpayer as being grossly unfair

Businesses

While there is one income tax rule for individuals there is quite another for corporations.

If the income tax levied on companies were to work the same way as it does with individuals, corporate giants would have to pay more tax the more they earned, and small struggling enterprises would pay relatively little.  

But this is not the case. All incorporated businesses have their net profits taxed at the proportional rate of 30% regardless of size.

Small Businesses

It has been estimated that 97% and more of businesses operating in Australia are small to medium enterprises.

In 1998 the Chamber conducted a study into the relative profitability of small to medium businesses in its area.  What it discovered was a dramatic picture where 9% of small businesses generated 65% of small business total profits, 49% generated 35% and 42% generated no profits at all..

It classified the surveyed businesses by the degree to which their cashflow progressively covered the various costs and then went on to generate profit surpluses.

The results of this study indicated the following:

Critical category

BUSINESSES NOT MEETING COST OF SALES, FIXED OVERHEAD COSTS AND OUTSIDE   CAPITAL COSTS .     (BANK REPAYMENTS & INTEREST  -  LEASE PAYMENTS)

This category comprised 1,345 or 10% of area's small businesses and generated none of the area's total profits.

The average net profit per business was in fact a regular and substantial loss..

These ventures were effectively going out of business.

At risk category

BUSINESSES NOT ALWAYS MEETING VARIABLE OPERATING COSTS AND STRUGGLING TO PAY WAGES (INCLUDING  PROPRIETORS’  SALARIES/ DRAWINGS)

This category comprised 2,017 or 15% of area's small businesses and generated none of the area's total profits.  

The average net profit position was at best break even and often a small loss.

These businesses had no real prospects of longer term survival.

Fragile category

OFTEN BEING UNABLE TO PAY CREDITORS ON  TIME OR  GST, PAYG, PAYE & GROUP TAX TO THE ATO 

This category comprised 2,286 or 17% of area's small businesses and generated none of the area's total profits

The average net profit per business was  $0.


These businesses were perpetually struggling and had little prospect of ongoing survival.

Vulnerable category

BUSINESSES BARELY ABLE TO MAINTAIN BASIC ASSETS & SKILL LEVELS, MAKING NO MORE THAN A NOMINAL NET PROFIT & PAYING LITTLE INCOME TAX

This category comprised 5,111 or 38% of area's small businesses and generated $37.35 mil or 15% of area's total profits.

The average net profit per business was $7,307.

These businesses provided bare livelihoods for their proprietors and their long term prospects were suspect.

Coping category

BUSINESSES MEETING THE COST OF UPGRADES & TRAINING TO MAINTAIN RELATIVE COMPETITIVENESS, MAKING A MODEST NET PROFIT

This category comprised 1,480 or 11% of area's small businesses and generated $49.8 mil or 20% of the area's total profits.

The average net profit per business was $33,649.

These businesses offered the opportunity of longer term survival but no real chances of growth in assets.
Sound category

BUSINESSES MEETING ALL BUSINESS COSTS AND GENERATING ENOUGH PROFIT TO PAY A MARKET  RETURN ON OWNERS’  CAPITAL

This category comprised 807 or 6% of area's small businesses and generated $69.72 mil or 28% of the area's total profits.

The average net profit per business was $86,394.

These businesses showed strong survival potential and modest growth in the owners' net worth.
Successful category

BUSINESSES GENERATING SUFFICIENT REVENUE TO PRODUCE A PLANNED, AND SUBSTANTIAL CAPITAL SURPLUS AFTER MEETING ALL BUSINESS COSTS AND FINANCIAL COMMITMENTS.

This category comprised 404 or 3% of area's small businesses and generated $92.16 mil or 37% of area's total profits.

The average net profit per business was $228,119.

These businesses were strong competitors and capable of providing their owners with substantial growth in net worth.

Implications

The study indicated that 80% of small businesses were at best mere livelihoods and at worst the means of losing most if not all of their owners' assets.  

The principal reasons for this were the very limited management skills and resources available to them.  Where large firms support their branches and subsidiaries with head office services, expertise and training, small business operators have nothing to back them up.

The only widespread resource capable of assisting them, the accounting profession, is almost totally occupied with servicing big business on the one hand and on the other with servicing the compliance demands of the tax system. There is no professional time or expertise to spare to help small businesses with management accounting and systems.

The study showed that 42% of the small to medium business sector failed to generate net profits.  They consequently paid no tax.  The proprietors concerned no doubt drew some salaries or drawings from their businesses in order to meet living expenses but anecdotal evidence also suggests that proprietors of many of these businesses skimmed undeclared cash revenue out of their businesses, either to augment otherwise unsustainable living expenses or to surreptitiously accrue other assets.

Small business structures

People working and trading as sole traders and partners pay income tax according to the same progressive tax system as PAYE taxpayers. 

At the point where their net incomes reach $70,000, whereupon their average rate of tax begins to exceed 30%, self employed and small business people are usually advised to consider incorporating their businesses because, as companies, all of their profits thereafter would be taxed at 30% instead of 48.7%, and all allow them to leave any income that was surplus to their day to day living needs in the business, as compounding capital.  

Many professional self employed people however do not have this option as regulations applying to their professions constrain them from forming corporate identities.

Taking this step involves heavy expenses and needs the adoption of more rigorous accounting and management procedures.  Few businesses manage to successfully achieve this transition. 

Those that do so however and join the successful category are able to progressively exploit the opportunities of developing a group of companies that can, with expert advice from the burgeoning tax minimisation industry, undertake a wide range of measures and in effect pay very little tax.

Big business anomalies

The thousands of foreign owned companies operating in Australia are able to administer their accounts so that much of the revenue that would normally remain after paying their direct local costs and overhead expenses is paid directly to their parent corporations overseas as pre-tax interest, royalties, management fees or technical service charges, leaving very little profit at all in Australia to be taxed.  

A recent study of just 200 such multinationals revealed that on their collective sales of over $30 billion they declared net profits of only $40 million.   That's a net profit to sales ratio of a meagre 0.133% which is just a seventeenth as much as the Australian-owned company Woolworth's that, even though it operates on very low margins, declares a profit to sales ratio of some 2.25%.  

Transnational companies typically pay less than 4 cents tax in every $100 worth of sales, one twentieth of what a typical Australian company pays.  

Their foreign shareholders are getting the benefit of virtually tax-free returns on their investments because they are able to arrange things so that there is relatively little net profit left in Australia to tax.

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

In canvassing tax accounting sources the Southside Chamber of Commerce Inc obtained data on how the overall tax burden impacts on difference kinds of households.

A selection of typical households was made and data acquired on their gross incomes, superannuation contributions, income taxes due, any tax deducted from super, net disposable incomes, typical fixed costs (mortgage, vehicle costs, phone, power, etc), GST applicable on fixed cost expenditure, typical living costs, GST applicable on living cost expenditure, typical state & local taxes (registration, rates, ambulance levies, etc), total expenditure, total tax paid and the ratio of tax paid to gross income.

The end result of this study showed the following:

	
	Sample Taxpayer Situations
	Ratio of tax paid to gross income

	1
	Retired couple on age pension,  living in own home but with minimal other assets.
	17.1%

	2
	Self funded retired couple on comfortable superannuation income.
	11.4%

	3
	Unemployed single parent with two children.
	19.4%

	4
	Single taxpayer on average wages living independently in rental premises.
	28.1%

	5
	Single taxpayer on above average wages living independently in own premises.
	34.2%

	6
	Working couple each on average wages with no children, living in rental premises.
	28.0%

	7
	Working couple each on above average wages with no children, living in own premises.
	29.6%

	8
	Employed single parent on average wages with two children.
	27.2%

	9
	Family with three children and mortgage and one parent working for above average wages.
	34.7%

	10
	Family with three children and mortgage and both parents working one at above average wages and the other part time
	29.3%

	11
	Family with both parents earning  PAYE professional middle income salaries and three children in private schools. 
	40.9%

	12
	Couple with affluent joint income from business interests and investments, three children in private schools and access to a wide range of tax minimisation opportunities 
	23.7%

	13
	A rich couple who generate substantial new wealth each year but utilise a wide range of tax minimisation opportunities so that they are required to pay the minimum possible income tax.
	24.4%


The study showed that people working for PAYE wages and salaries under the progressive income tax system had to pay substantially higher proportions of their incomes in tax than those with incomes not taxed at source with access to legal tax minimisation options. 

In the upper bracket one household in the PAYE system had to pay 40.9% of its income in tax while another with business and other sources of income was able to pay only 23.7% of it gross income as tax.

One particular anomaly was where two families, one with one parent working to earn above average wages and the other where both parents worked, earning the same gross income.  The first family paid 34.7% of its gross income in tax, the second paid 29.3%.  At the very least, the net effect should have been the same, not imposing a penalty for the family that opted to have one parent full time at home looking after the children.

The study also showed that the effects of the GST were regressive in that the less people earned the more they had to pay proportionally in tax. This was because all of their income was expended on living expenditure whereas GST applied to the far lesser proportion of an affluent person's incomes spent on living expenses represented a lower percentage of total income.

c.
the use and efficacy of various tax and expenditure incentives to influence social and economic conduct, for instance participation in the workforce;

The above example of the two families, one with one wage earner and the other with two illustrates how the income tax system with its progressive marginal rates and tax free thresholds almost forces both parents into the workforce in order to make ends meet.   This is but one socially undesirable side effect of the tax system.  

The Chamber believes that tax systems should not be used as carrot and stick mechanisms to achieve changes in social or economic conduct.  

Any such changes can and should be pursued by means of specific legislation outside and apart from the tax system.  

This point is covered in some greater detail in part two of this submission.

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;

The Australia tax system already wastes many billions of dollars worth of resources every year in compliance costs, suppression of enterprise and incentive amongst workers and entrepreneurs, and misdirection of capital away from a focus on productivity enhancement and achievement of national competitive economic advantage.  Every year as the system gets more complex this cost is increasing.

The net result is that foreign ownership and indebtedness is growing and oncoming generations will condemn the present decision makers for the fact that Australia's economic independence and prosperity is becoming further and further compromised. 

e.
the respective roles of the Commonwealth and the states in relation to the collection and distribution of taxation revenue;

Fundamentally taxation is the government's share of whatever wealth is generated within the Australian economy.   The Commonwealth government has assumed full control over the economy and should therefore exercise jurisdiction over the full range of tax levies that generate revenue from the economic activities that create the nation's wealth.  

Delegation of responsibility for various tax measures to other levels of government should be implemented where this proves to be both efficient and appropriate, but the Australian Tax Regime should be operated as a coherent, integrated total system, based on sound democratic, socially equitable and economically efficient principles.

The distribution of tax revenues should be transparent and conducted both directly and through other levels of government so that the services of governments are provided in a balanced and equitable manner in the best interests of the nation as a whole and with due regard for regional special needs.

f.
any other relevant issues which may arise in the course of the inquiry.

The key issue addressed in this submission is that there are no underlying basic principles driving the present Australian tax regime.   It is a melange of outdated tax ideologies, clumsy economic and social control levers, policy measures and counter measures from conflicting  political interests and an accumulation of expedient tax siphons inserted into every measure of community cash flow that has been identified during the past several decades.

The Chamber believes that the tax system has become a resource wasteful cancer destroying individual incentive and diligence and undermining the very productivity the nation needs to sustain its prosperity and national values for generations yet to come.

Part 2

Evaluating whether a tax regime is socially equitable and economically efficient 

The Tax Reform sub-committee of the Southside Chamber of Commerce Inc. has identified five fundamental principles on which any equitable and efficient tax system in a free society should be based.  It further defined a series of questions that provide criteria by which a tax system may be judged as to whether or not it complies with those principles. 

The Chamber observes that virtually every tax levy component imposed by Australia's three levels of government fails to meet some or all of these criteria.
Principle 1:
A tax system should be fair to everybody.

To be universally equitable means a tax system must ensure that everyone contributes a fair share of tax relative to their real life circumstances, and that nobody is treated any better or worse than anybody else.

Different tax mechanisms

Historically there have been three primary mechanisms applied to the collection of taxes, they are: 

Regressive taxes.

Progressive taxes.

Proportional taxes.

Regressive taxes

A regressive tax is one where the relative amount of tax to be paid reduces as income levels increase.

Typical examples of regressive taxes are fixed sum levies that require everybody to pay the same amount of money. They are often referred to as "flat" taxes.  This fixed amount represents a greater proportion of poorer people's earnings than it does for people on average incomes, and a relatively small proportion for wealthy people.

"Flat" tax levies include "head" or "poll" taxes and many uniform government charges.   

Indirect taxes such as sales taxes and value added taxes (GST) are also regressive.  For example poorer people spend 100% of what they earn on the goods and services necessary for survival.  Middle income people may spend say 70% of their income and rich people say 30% on the same type of expenditure.   In this example the poor effectively pay 10% of their income, middle income earners 7% and the rich 30%.    As a proportion of their earnings therefore poorer people pay the maximum in indirect taxes.

Wealthy people are able to save a significant proportion of their earnings and need only spend a proportion of what they earn. The indirect taxes they therefore pay are a much smaller proportion of their earnings.

With flat and indirect taxes the richer the person the lighter the tax burden, the poorer the person the heavier the tax burden.

Regressive flat and indirect taxes are blatantly inequitable.

Progressive direct taxes

A Progressive tax is one where the relative amount of tax to be paid becomes greater as income levels increase.

A progressive system of income tax is so named because it imposes a progressively higher rate of tax on successive increments of people's income so that as a person's income increases, the rate of tax to be paid increases at a disproportionately higher and higher rate. 

In Australia today workers on average wages who decide to work overtime, or at a second job, and earn barely more than half as much again, find they have to pay twice as much tax. If they take two full time jobs and earn the equivalent of twice average wages, they must pay three times as much tax.  If they are highly trained, responsible and hardworking professionals who earn three times the average wage they must pay five and a half times as much tax.  Anyone clever, enterprising or diligent enough to earn five times the average wage must pay ten times as much tax.

Progressive taxation totally disregards any additional outlays or risks people have to make, or the fact that they may have to work harder, longer and/or smarter to earn more, or even that that their single, higher income may have to support a larger family.

Progressive taxes are just as blatantly inequitable as regressive taxes.  They actually penalise people for being hardworking, diligent and enterprising. 

Progressive taxation was conceived primarily as a major wealth levelling mechanism.

Marx and Engels in their Communist Manifesto of 1848, advocated the overthrow of the ruling classes and the elimination of the "bourgeoisie" or middle class, urging the imposition of heavy and progressive taxes on those with hereditary wealth and in particular upon the hard working and enterprising middle classes. 

Over the following century when their socialist and social democrat disciples who too espoused the cause of class equality and the enforced redistribution of wealth came to power around the world they adopted the Marx-Engels wealth-levelling idea of a progressive income tax system.  

But as the exercise of political power in these countries alternated between the socialist ideologues and the conservative parties representing corporate and affluent interests, the latter created warrens of legal loopholes that allowed the rich to quarantine or exempt much of their wealth from being taxed at all. Thus was born the tax minimisation industry whereby the rich are able pay proportionately far less tax than the very poor. 

This has meant that people on middle incomes, often the very ones who work hardest and are the most enterprising and whose taxes are withheld from their wages and salaries before they even receive them, are actually the ones who carry the heaviest burden of progressive income tax. 

This is no less unfair to them as flat taxes are to the poor.

Progressive taxation also represents a classic case of stifling the goose that lays the golden eggs, because the efforts of the enterprising and hard working people form the engine room of any country's economy and the foundation of its prosperity. Progressive taxation destroys their incentive since the harder they work the less they receive for it.

The inequity of the progressive income tax system was exacerbated further by the introduction of tax-free thresholds where people on incomes under a stipulated low level were excused from paying any income tax at all. 

However this move created even more tax avoidance opportunities for the rich, enabling the advent of income splitting and trusts so that they were able to pay even less again.  

It also created a social upheaval whereby if only one parent partner in a family tries to earn a higher salary or work overtime or at a second job, most of the extra income vanishes because of the punitive higher tax rates on the extra earnings. But when each partner takes a separate job and between them earn the same overall amount they end up with more joint take-home income because of the two tax-free thresholds and slightly lower separate marginal rates. 

The tax system has contributed significantly to the proliferation of families where both parents must work in order to generate an adequate take-home income. The effects this has had on children where both parents have to work full time is hotly debated but most evidence indicates that the effects have not been socially positive.

Apart from such social engineering factors, progressive taxation's greatest antisocial impact lies in the fact that it actually punishes those who work harder, longer or smarter. It is a mechanism that works to force people to march to the pace of the least productive, lowest common denominator.

It is the primary corrosive agent in the destruction of incentive.   

Finally the most outstandingly obvious criticism against progressive taxation is that it totally fails to take wealth from the wealthy at all. It only robs the hardest working and enterprising middle income earners. 

This state of affairs is socially inequitable and morally indefensible.

A progressive income tax regime doesn't impartially tax all income earners in an equitable manner. 

Income tax hypocrisy

The Australian income tax system is also guilty of rank hypocrisy because it applies progressive tax rates to individual people but not to major income earning entities such as companies.

People working and trading as sole traders and partners pay income tax according to the same unfair progressive tax system as PAYE taxpayers. Companies, both large and small, have their profits (the money that's left after they have deducted all their costs) taxed at a single proportional rate of 30%, a much lower rate than most ordinary individuals pay.

If the income tax levied on companies worked the same way as it does with individuals, corporate giants would have to pay more tax the more they earned, and small struggling enterprises would pay relatively little.  

Even worse than this is the fact that thousands of foreign owned companies in Australia are able to administer their accounts so that most of the revenue that would normally remain after paying their direct local costs and expenses is paid directly to their parent corporations overseas as pre-tax interest, royalties, management fees or technical service charges, leaving very little profit at all in Australia to be taxed.  

A recent study of just 200 such multinationals revealed that on their collective sales of over $30 billion they declared net profits of only $40 million.   That's a net profit to sales ratio of a meagre 0.133% which is some seventeenth as much as the Australian-owned company Woolworth's that, even though it operates on very low margins, declares a profit to sales ratio of some 2.25%.  

Transnational companies typically pay less than 4 cents tax in every $100 worth of sales, one twentieth of what a typical Australian company pays.  

Their foreign shareholders are getting the benefit of virtually tax-free returns on their investments because they are able to arrange things so that there is relatively little net profit left in Australia to tax.

All this raises two questions.  

1.
Why should companies pay a proportional rate of income tax while ordinary people have to pay savage progressive rates?

2.
Why can't multinationals be obliged to pay similar rates of their sales turnover in tax as Australian companies?

Equitable taxation equates to proportional taxation

Where regressive and progressive taxes are blatantly unfair there is one tax mechanism that is fair.

It is where everybody pays the same relative proportion of his or her earnings as tax. Those who earn a lot, pay a lot, and those who earn little, pay little.  

This fair and impartial tax mechanism is called proportional taxation.

Historic examples of proportional tax equity were the biblical tithe and the decuma of Augustus Caesar where everyone paid a tenth of what they earned or produced.   The poor widow paying her mite and the land holder, a tenth of the harvest, were making relatively the same, even-handed sacrifice. 

More recently, Hong Kong imposed proportional income taxes of 16-17% during the post war decades as it became the most prosperous economy in Asia.

Proportional taxation's biblical association attests that it meets fundamental ethical and moral principles, whereas the unprecedented relative prosperity achieved by Rome under Augustus, and more recently by Hong Kong, attest to the economic benefits of proportional taxation.

If proportional taxation already applies to companies it should be asked - but never is - why can't individuals' incomes have proportional tax rates applied in the same way?  Wouldn't that be just as even-handed and impartial?

We have to be amazed how right thinking Australians can tolerate blatantly unfair regressive and progressive tax mechanisms that between them raise some 80% of Australia's tax revenue.

They are silenced by the beneficiaries of the current tax system such as the privileged, affluent elite and the tax minimisation industry that services them together with the ideologically-blinded social engineering activists who pour scorn upon anyone who dares to propose adopting proportional tax methodologies, referring to them as "flat-earthers".  

Their attacks seek to confuse people's understanding of "flat" taxes with that of "flat rate" taxes.  They are quite different. 

These detractors are the real "flat-earthers" because they are in effect saying that progressive income tax rates and regressive taxes are fair when they patently are not.  

A clear look at the facts and a moment's thought make it plain that the taxes they advocate are blatantly unfair.

The inescapable truth is that making a tax system equitable demands that taxes be applied in an even handed, consistent and impartial manner. 

That cannot be done with regressive or progressive tax mechanisms. It can only be done with a system based on proportional taxation.   

This first principle therefore suggests the first criterion, which is to ask:


1. Is the tax burden evenly distributed in proportion to everyone's means?

Principle 2: 
A tax system should be simple and efficient 

Efficiency means achieving the most productive and effective outcomes at the least cost in money, resources and time.

Those responsible for a tax system must clearly understand not only the dynamics of their country’s overall economy but of all aspects of business and consumer practices and behaviour. 

They need to understand what, how and where wealth is really generated, how it ebbs and flows as it is consumed, how it is accumulated as savings and recycled as capital invested in fixed productive and other assets.  

Most importantly they should clearly identify and delineate the commercial and social units involved in the creation, circulation, consumption and accretion of that wealth.

Such an understanding will reveal that the well springs of Australia’s wealth are sourced from its basic units of production, from the work done by people within its enterprises and by its self-employed individuals, using the labour and capital resources they access and employ and incorporating the relative increases in productivity they are able to generate from capital reinvested in better plant, tools, equipment, methods and skills. This consideration leads to a criterion that asks: 
2. Does the tax system interface efficiently with the economy's sources of wealth creation and ensuing community cash flow?

Efficiency is best achieved when a system is simple, logical, well understood by everyone and when doing the right things and doing them right is easier and more convenient to everyone involved than not doing so.

The tax system should ensure that the levying of taxes is done simply and effectively, that compliance procedures are simple and relatively inexpensive and that the system requires the minimum possible number of people to administer it. 

The simplest and most efficient way of extracting tax revenues is to tap the country’s wealth as it is generated, at source. There is then no need to revisit the wealth stream again with complicating further tax levies and compounding issues of equity.  

After the original flow of generated wealth slows to a stop it may begin to move again in a different direction, for instance, out of the country, or to pay for the transfer of ownership of existing major assets, or to help create new productive assets that generate new economic wealth creation. 

In the first two instances it may be subjected to new tax levies, in the latter it should not because it is acting then as a wealth amplifier.

From these considerations arises a further criterion that asks:

3.   Does the tax system collect all taxes at source? 

It’s human nature to yield to temptation, especially if it seems the lesser of two evils.  Bad tax laws that are contrary to ordinary principles of justice first incite the temptation to circumvent them. Worse laws then impose more stringent sanctions to punish those who yield to those temptations. 

It is human nature to rebel against injustice and intrusion upon personal freedoms. Under the unjustified intrusions and gross inequities of a bad tax system many people see evading the tax collector as a morally justifiable act of rebellion. 

Tax laws should therefore be openly fair, simple and just and easily understood to be so. 

This leads to another criterion that asks: 

4. Is the tax system easy for everybody to understand?
Tax liabilities should be simple to calculate.

Tax payments should be predictable, routine and made regularly.

A fail-safe system should apply that quickly flags all circumstances where taxes are due but haven't been paid.

To be efficient a nation's tax system must impose minimal compliance burdens.

Millions of financial transactions take place within the economy every day. While a wide variety of methods and systems is used to track and record them, from manual books of account to on line IT systems, these systems all follow standard accounting protocols that can continually reflect best practice standards. 

A tax system should seamlessly integrate with these existing methods and systems so that administering tax collections occurs as a natural by-product of normal business bookkeeping and accounting processes without imposing any additional processes and should not engage in the need for accounts to wage a perpetual battle with the tax bureaucracy to achieve client tax minimisation.

An efficient tax system should enable the accounting industry's to apply its productive efforts entirely to helping clients to manage their affairs and finances more productively, to set up and maintain top quality records and to regularly audit the integrity of those records to achieve profit maximisation and not hijack it to ensure compliance with the tax system. These considerations suggest yet another criterion that asks:

5. Is it possible for ordinary taxpayers to easily comply with their obligations under the tax system without undue recourse to professional services?

An efficient tax system should require no bureaucratic processes or even tax returns.  

It should interpolate the data gathering processes it needs with normal day to day business and commercial transactions and record keeping and reporting systems.  

It should require no intervention unless defalcations, deficiencies or discrepancies are exposed by the requirement that all enterprises should undertake routine commercial audits by certified practising accountants. This leads to another criterion that asks:
6.   Is the tax system economical to administer?

An efficient tax system must be open to scrutiny so nobody can hide what is really happening. 

It must exclude any and every opportunity for anybody to avoid paying tax and thereby require little need for policing. 

It should contain no opportunities for people to be tempted to cheat and thereby eliminate the need to invoke penalties. This suggests the criterion that asks:
7. Does the tax system require a minimum of policing?

Principle 3:   
A nation's tax system should have a neutral impact on its economy's productivity and competitiveness. 

A government should have the wisdom to know, and the discipline not to exceed the appropriate proportion of how much it can safely take in taxes from the wealth generated by the country’s economy. Too little and the government will not meet its essential responsibilities, too much and it will erode the viability of that economy. 

To be efficient a country’s tax system must collect a planned level of tax revenue and do it as simply, reliably and economically as possible. 

Above all an efficient tax system will be responsible.  It will collect a level of revenue that the economy can afford. This suggests another criterion that asks:
8. Does the tax system collect an adequate and economically prudent level of revenue? 

A nation's tax system should interface with its economy so that it has a neutral effect on the interplay of normal economic activities.

One factor has had a profound influence of the evolution of all life on this planet and on the emergence and development of human civilisation.  That factor is competition. 

Competition is the dynamic force driving the free market. It ruthlessly ensures that the fittest and most efficient win the race for market ascendancy. 

To compete is to strive to do something better than others contesting the same objective.

Being competitive means doing everything that matters at least as well or better.

Every nation on earth competes with every other.  While some nations manage to be dominant others struggle to keep up.  Some nations are immensely wealthy, others are very poor.  Others are moving up or down the scale between.

In per capita terms Australia a century ago was one of the world’s wealthiest nations.  Today it is well down the list and slipping further.  According to the Swiss research institute IMD, Australia last year slipped another down another rung on the list of relative competitiveness amongst developed nations.

A key factor in Australia’s competitive capability is the way its tax regime impacts on the key factors that affect the ability of its economy to effectively do things better than, or at least as well as, the rest of the world. Competitive economic factors in a nation’s economy are enhanced when: 

· Entrepreneurs are encouraged.

· The pursuit of better ways through development of new ideas, products, processes and services is adequately rewarded. 

· People and enterprises are encouraged to balance consumption with savings.

· Owners of capital are able to obtain their optimum returns from investment in productivity improvement and wealth creation projects.

· Enterprises can compound their profits and exploit opportunities to achieve rapid growth without penalty and depreciate assets in line with market realities.

· The costs of input resources in productive enterprises are not inflated by tax impositions.

Every economic, social, financial and psychological facet of a tax regime’s potential impact on its economic competitiveness must be considered and the tax system designed so that it is neutral towards economic competitiveness, and so that it avoids any possibility of having an inhibiting effect on economic prosperity. This leads to further criteria that ask:

9.   Does the tax system in no way distort the free operation of the competitive economy?

10.  Is the tax system conducive to personal savings and capital growth?

11. Does the tax system in no way influence how and where capital is invested nor inhibit investment in enterprise growth and cost-efficient production?
12.  Does the tax system permit fair rewards for successful entrepreneurial and investment initiatives? 
Principle 4:
A tax system should focus only on raising revenue. 

For a very long time Australian governments of all political persuasions have used the tax regime as a major economic and social control mechanism. 

Proponents and opponents of all sorts of causes, who want to change the way in which organisations and individuals behave towards the issues they represent too often advocate using the tax system to apply the carrot and stick leverage needed to bring about such changes. 

An example is a recent call to reduce obesity in the community by placing heavier taxes on fattening foods.

This use of the tax system as a carrot and stick motivation process is yet another contributing factor as to why it is in such disarray.

A tax system should not be a mechanism for slowing down, speeding up or redirecting economic activity.  These activities should be the subject of other, specific, stand-alone measures.

Apart from altruists and obsessive followers of “causes”, people are concerned mainly about issues impacting on their own personal or family circumstances.  They tend to “look after number one” and respond to appeals to the “hip pocket nerve”.  

Politicians have spent years polling and identifying recognisable special interest groups and minorities and offering tax system "sweeteners" to attract their votes.  

This cynical vote buying has simply increased the demands for expenditure and heightened the need to raise more taxes, each such cycle proliferating the tax system's complexities.

The time has come where more and more people have become cynical about politicians "hip pocket" promises and will no longer believe in them.  

What they all want is a "fair go" tax system that does not try to influence capital investment and expenditure towards or away from specific economic or social priorities.

If handouts are needed for specific sectors they want to see them out in the open subject to special purpose legislation with sunset clauses attached, not hidden deep within some obscure tax concession provisions.

The tax system should not be a process of applying incentives or disincentives to stimulate or deter different forms of economic or social behaviour.

It should not be a process for applying sectoral concessions or subsidies.

It should not be a place to introduce complicated measures, counter-measures, loopholes, exceptions and special advantage provisions for favoured constituencies.

It should not be a process that should tolerate rulings, exceptions, challenges, intended and unintended side effects, inequities, corrective patches and their attendant plethora of complex provisions that fill the many thousands of pages of current tax legislation.

It should not be used to "buy" votes.

Such issues if necessary should be addressed by separate legislation specifically designed for the purpose.

The tax system should exist solely for the purpose collecting revenue. 

Revenue collection should be done in a manner that is totally neutral in its impact on the social and economic fabric of the nation.

Another key criterion for a tax system therefore simply echoes this underlying principle and asks: 
13. Is the tax system aimed only at collecting tax revenues and free from any carrot and stick measures for directing or manipulating economic and/or social behaviour?

Principle 5:
A tax system should take full account of human nature.

Human nature is full of contrasts.  

Some people are altruistic, high minded, ethical, disciplined, conscientious and generous citizens. Others are self-obsessed, cynical, amoral, malcontent, cunning and predatory opportunists. Most people are somewhere in between, most respecting the law, a few only if they think they’ll get caught if they don’t, and a few more again defiantly flouting it. 

The very basis of civilised society is the “rule of law” – under which there is a community consensus to live by a code of responsible behaviour that everyone understands and respects. The simpler the rules happen to be and the more obvious the reasons why they are established then the wider happens to be their acceptance and the more readily are they respected by most people.  When people do indeed respect them, and when it is obvious that it’s not easy to get away with breaking the rules, people are more inclined to observe those rules. This particularly applies to tax rules.  

However it is human nature to resent it when other people are undeservedly given preferential treatment.

The obvious tax minimisation activities of the affluent are an affront to the hard working people who must endure the inequities of a patently inequitable tax system without such recourse to relief.

Their silent resentment is building and building.  

An early sign that they are reaching desperation point is when some of them begin listening and responding to political opportunists whose utterances resonate with their fears and frustrations. Such populists reiterate and stress these worries, but they conceal the fact that they don't have the faintest idea of what to do about it either.

But their moiling efforts do serve to further ferment and fan people's discontent to attract more and more protest support at election time. 

It is obvious therefore that a tax system should not only be fair but be seen to be fair.  This leads to an obvious criterion that asks:

14.  Is the tax system seen to be fair?  

If one were to ask any taxpayer today to explain exactly how much income tax they should be paying, almost nobody could honestly answer.  They would have to refer to their accountant or paymaster.

If they were to be asked to explain how much indirect tax they have paid out in a given day or week, they couldn't answer that either.   

If they want to carefully plan their next year's budget and calculate how much they need to earn to pay for everything they want to spend and add enough for the extra they need to earn to cover tax, they couldn't. 

At any time they can't tell if they are paying too much or too little tax.  And so we ask:
15.   Are all tax calculations simple?

While there is a general consensus everyone should pay reasonable taxes to fund essential government services and help those in real need, people generally agree that governments should not waste their tax money and, above all, that everybody should pay their fair share.

The vast majority of people whose taxes are deducted from their income before they receive it, resent paying so much, especially the even larger proportions are deducted from their overtime or bonus payments at their top marginal tax rate, and they resent paying taxes yet again when they spend their money.

Lots of people concede taxes are inevitable but regard themselves as being mugs if they pay more than they absolutely have to.  They assiduously try to minimise their tax liabilities and such people have become the mainstay of the booming tax minimisation industry.

A great many people are engaged in self-employment ventures of some sort or other that generate meagre or inconsistent incomes that they find difficult to live on.  By various means they skim cash that they don't declare to make ends meet.  This disguises their real need which is to obtain help to operate as their ventures as more effective businesses.

Others blatantly want everything for themselves at whatever cost to others. They believe it’s fine for everyone else to pay taxes but not them. These selfish people scheme and connive to avoid taxes altogether and are the backbone of the "black" or cash economy.   

While some people try to gain advantage at anyone else’s expense, others avoid work altogether, believing the world owes them a living and they expect to be provided for by society, becoming the people who drop out and/or who milk the welfare system. A key criterion should therefore ask:
16. Does the tax system ensure that all taxes are paid as and when they are due? 

If the tax system doesn't allow any exemptions or exclusions there can be no tax minimisation industry to exploit them and no clients benefiting from it.  

If all sources of income deduct the tax components prior to distribution it becomes impossible for the recipients to avoid paying their income tax.

If transactions subjected to tax cannot be legally formalised until any taxes due are actually paid, the tax involved cannot be avoided.

If all transactions involving businesses must be formally recorded and subjected to regular audit by certified public accountants, and the acquisition of significant assets similarly documented, the resulting easily investigated paper trail makes it difficult to hide the non payment of any taxes that may be applicable.

If it is made illegal to use currency to pay or receive payment for transactions that exceed a fairly low amount and it is required by law for settlement of transactions involving amounts in excess of such a figure to be paid using an instrument of payment through a registered financial institution, the scope of the "black" or cash economy to evade tax will be substantially limited.

If the tax system is seen as fair and just and nobody is relatively advantaged or disadvantaged, people will not be provoked into avoiding tax in order to even the score.  It can be seen that a key criterion should be to ask:

17.    Does the tax system make it difficult for taxpayers to dodge paying taxes?

It is human nature to have aspirations founded on pursuing some measure of wealth, be it a lot or a little.  In living their lives people want to be able to plan their long-term commitments with mortgages, superannuation and the like.  They want to feel secure about their foreseeable income, expenditure and tax obligations. They need the rules affecting these things to be free from arbitrary and frequent changes.  This especially applies to business people.   This suggests an important criterion that asks: 
18.     Is the tax system consistent over time?

Human nature makes people want to know what's going on behind the scenes.   This is why current affairs stories and programs that "'expose" the inner goings on of all sorts public and private organisations gain large followings.

There are many of Australia's tax siphons that many people don't even know about working away out of sight silently extracting revenue from the economy.

Those that people do know about are subjected to a plethora of obfuscating rulings, rules and regulations.  They are reported in such confusing and incomprehensible ways and places that only the system's own high priests, the bureaucrats know what is really happening, and often not even they are all that well informed.

How therefore can there be any real accountability to the public from those responsible for the tax system when no one can know what they are up to?  This suggests another criterion that asks: 
19.  Does the tax system openly report how much revenue is raised from each tax levy?

It is human nature to believe that rewards should be consistent with the extra energy, effort or imagination exerted to earn them. People begrudge putting in extra effort if their rewards for doing so are more savagely taxed than what they have to pay on their normal earnings.

When such people realise that additional effort produces diminishing rewards far too many will taper off and stop applying that extra effort, whereas if they can be sure it will improve things for themselves and their families, most will happily work harder, longer and/or smarter.

This leads to a further criterion that asks:

20.  Does the tax system allow people to enjoy fair rewards consistent with their enterprise and diligence? 

People can't be fooled forever

To paraphrase Abraham Lincoln, "you can fool some of the people all of the time, all the people some of the time, but you can’t fool all the people all of the time". 

As more and more people discover the truth about how they are being exploited by their tax regime, they complain to everyone they can. Word spreads.  It becomes common wisdom. 

Sooner (in democracies) or later (in totalitarian regimes), those being exploited reach a critical mass and finally confront and remove those responsible from power, via the ballot box in democracies and with violence in other cases.
The only way to avoid such a reaction is to institute real not rhetorical tax reform.
The above criteria can assist in evaluating whether any proposals for tax reform are indeed real.

Summary of the fundamental principles for a socially equitable and economically efficient tax system within a free society.

Principle 1.
The tax system should be fair to everybody:

Principle 2.
The tax system should be simple and efficient:
Principle 3.
The tax system should have a neutral impact on the economy:

Principle 4.
The tax system should focus only on raising revenue:

Principle 5.
The tax system should fully consider and counter the negative aspects of human nature:
Principle 1.
The tax system should be fair to everybody:

A criterion to define whether the tax system complies with this principle is to ask:

Is the tax burden evenly distributed in proportion to taxpayers's means?

Principle 2.
The tax system should be simple and efficient:
Criteria to define whether the tax system complies with this principle are to ask:

Does the tax system interface efficiently with the economy's recorded sources of wealth creation and community cash flow?

Does the tax system levy wealth creation at source? 

Is the entire tax system easy for everybody to understand?

Can ordinary taxpayers readily comply with their tax obligations without undue recourse to professional services?

Is the tax system economical to administer efficiently?

Does the tax system require a minimum of policing?
Principle 3.
The tax system should have a neutral impact on the economy:

Criteria to define whether the tax system complies with this principle are to ask:

Does the tax system collect and adequate and economically prudent level of revenue?

Does the tax system in no way distort the free operation of the competitive economy?

Is the tax system conducive to personal savings and capital growth?

Is the tax system neutral as to how and where capital is invested and not inhibitive of enterprise growth?

Does the tax system permit fair rewards for successful entrepreneurial and investment initiatives? 

Principle 4.
The tax system should focus only on raising revenue:

A key criterion to define whether the tax system complies with this principle is to ask:

Is the tax system free from any measures for directing or manipulating economic and/or social behaviour?

Principle 5.
The tax system should fully consider and counter the negative aspects of human nature:

Criteria to define whether the tax system complies with this principle are to ask:

  As well as being fair is the tax system seen by everybody to be fair?

  Are all tax calculations simple?  

  Does the tax system ensure that all taxes are paid as and when they fall due?

  Does the tax system make it difficult for taxpayers to dodge paying taxes?

  Is the tax system consistent over time?

  Does the tax system openly reveal what revenue is raised from each tax levy? 

  Does the tax system allow everybody to enjoy fair rewards for their enterprise and diligence?

Everyone who to date has applied these criteria to Australia's tax regime has agreed that it scores zero or close to zero.

Tax and Treasury bureaucrats and the politicians they advise should heed this failure and reconsider the question of tax reform from the perspective of ordinary Australians who are being increasingly demoralised.  

In Australia today the incomes of most people that arise from their varied work efforts are levied under the thousands of pages of taxation law that make up the Income Tax Assessment Act and its accompanying legislation and regulations.  Many of these are self-employed, so-called small business people who often don't, and in many cases can't, earn enough to live on and so compensate by pocketing cash income they don't declare.  

These people are classified by the tax bureaucracy as tax cheats, in the same category with the criminals who operate large scale "black" cash economy schemes and enterprises with the sole aim of avoiding tax.

Everyone who buys any of the goods and services now subject to the thousands of new pages of GST legislation and regulations is supposed to pay 10% more in tax.  However there are already scores of circumstances within the cash economy where people are buying and selling goods and services without paying this tax.  As time goes by there will undoubtedly be a lot more.

It is assumed that these tax avoiders and evaders constitute a minority but how small a minority no-one can say for sure.  Nevertheless current tax laws ensure that by far the vast majority of citizens cannot avoid paying taxes both as they earn their income and now as they spend it.

PART 3 (a).  THE AUSTRALIAN TAX REGIME BEFORE AND AFTER THE "REFORMS"


	
	BEFORE
	
	AFTER

	Federal Taxes:
	Comment
	Federal Taxes:
	Comment

	Income tax

Progressive tax on incomes of individuals and proportional tax on company net profits.
	This tax system was experiencing diminishing growth in revenues.  It was immensely complex, expensive to administer and grossly unfair and demotivating to those who work the hardest.

By far the most demotivating, destabilising and complex tax system within the Australian tax regime, it was responsible for the major proportion of total regime costs.

Employed grossly inequitable progressive tax principles.
	NO CHANGE other than a refiddling of the income levels at which each higher tax bracket came into play. Later the single rate applicable to corporations was reduced to 30%
	For many years the Income tax system guaranteed steady annual increases in the revenues generated as the value of the dollar declined due to inflation and taxpayers' incomes were adjusted to maintain their purchasing power. This pushed them into higher and higher marginal tax brackets which were never adjusted to allow for CPI increases.  As more people entered the upper tax brackets the tax avoidance industry burgeoned and those who could afford it adopted defensive tax minimisation strategies, radically slowing the rate of revenue growth.  Then when inflation slowed to much lower levels, the rate of "bracket creep" also slowed, rendering the income tax system far less value as a steady growth "cash cow". The 

	Wholesale Sales Tax

Regressive taxes applied to goods without any underlying logical principles of applicability.

Rates of tax are progressive
	This tax system suffered from diminishing annual revenues. 

Complex and expensive to administer for the 17% or so of business required to comply, 

WST was most regressive on items which have high WST rates and  less inequitable where lower rates for WST apply to goods most likely to be bought by low income families
	Replaced by the GST - A Retail Goods & Services Tax . . .

constituting a flat rate, regressive tax applied to all goods and services with some exceptions involving certain food, health and financial items.
	The GST is intended to maintain a revenue rate relative to the GDP of the day, and assure increasing returns provided the economy always keeps growing.

It is much more expensive to administer than the WST. 100% of enterprises will have to comply and establish tax liability recording and payment routines.

Far, far higher relative compliance costs for small businesses compared with the Corporate sector.

Most inequitable because it is a flat 10% levy on low income families who spend ALL their earnings to meet living costs, and a lesser relative levy on the affluent who spend a smaller proportion of their incomes to meet living costs.

There are a great many avenues for evasion which will require intrusive regulations and expensive and intensive policing to combat

	Capital Gains Tax

Progressive Tax
	Applies to the proceeds of the sale of assets acquired after 19/9/1985.  The rate is as per the progressive income tax scale applicable to the taxpayer’s income in the year of sale. Principal residences and some superannuation and insurance circumstances are exempt. This tax is applied on top of the progressive income tax scales and is therefore even more unfair.
	RALPH REVISIONS STILL  PENDING
	

	Fringe benefits Tax

Flat & Regressive Tax
	Applies to components of salary packages given in kind.  Rather than the individual taxpayer paying the tax it is paid by the employer at the top marginal rate applicable to individuals.

This tax is levied at the top marginal progressive personal rate, subsidising the salaries of recipients while it penalises employers who provide fringe benefits and discriminates against employees who don't receive such benefits..
	NO CHANGE
	.

	Bank Accounts Debits Tax

2 scale 

Regressive Tax
	Applies to amounts debited to cheque accounts.  The rate is scaled from 10 cents for amounts up to $100 to $1.50 for amounts over $10,000.

This is a contrived tax that is regressive in that everyone must pay it at the same rate.
	NO CHANGE
	

	Sin and Excise Taxes

Scaled

Regressive  Taxes
	The Commonwealth and states levy customs and excise duties on a range of addictive goods like tobacco products and alcohol  and services such as gambling.  Most damaging is the excise on a key economic input, motor fuel, that severely compounds the costs for every household and business.

This tax is savagely regressive because it disproportionately . impacts more heavily on low income earners than on the affluent.
	NO CHANGE
	.

	Superannuation taxes
	Refer to Separate Chamber Policy Paper
	
	

	State Taxes:
	Comment
	State Taxes:
	Comment

	Stamp Duty******

Flat &

Regressive Tax
Conveyancing duties on business property, and “bed taxes”
	A range of levies within each state imposing a range of tax scales on the issue of documents and certain sale transactions 

Given the specific target of any given stamp duty charge, this tax tends to be proportional to the amount targeted.

A scale of charges applies in most states

	Stamp Duty******

Flat &     

Regressive Tax

Conveyancing duties on business property, and “bed taxes”
	Stamp duty was to be waived on the sale of marketable securities, credit, hire purchase and hiring agreements, leases, mortgages, bonds debentures, on cheques, bills of exchange and promissory notes.  It is still being applied.

Conveyancing duties on business property, and “bed taxes” was to be waived.

Waiving some or all of these taxes now seems unlikely since the GST on food was exempted

	Production Taxes 

or Royalties

Proportional tax
	Charges imposed on mineral companies on each tonne of ore transported from each mining lease.

This tax is usually negotiated with mineral companies before they proceed with the implementation of a given mining project and includes recoupment of the the cost of providing certain infrastructure.
	NO CHANGE
	

	Land Tax

Proportional tax
	Taxes levied on the unimproved value of land for other than domestic properties.

This tax is proportional to the value of the property as set by State authorities..
	NO CHANGE
	

	Payroll Tax

Proportional tax
	A surcharge on the payroll costs of enterprises over the minimum size which varies from state to state but usually equates to about 18 staff.

This tax applies to medium to larger businesses and presents a containment threshold for growing businesses in that many firms stop hiring staff when they reach it. Relative to large firms which invest in labour replacement technology those that pass this threshold are more labour intensive and therefore at a comparative disadvantage. 
	NO CHANGE
	This tax continues to discriminate against businesses that are growing from small to medium sized enterprises, presenting a hurdle that many are not able to successfully surmount.

	Financial Institutions Duty.
	A tax on the receipts of specified financial institutions
	Financial Institutions Duty.
	The tax on the receipts of specified financial institutions was to have been waived

	Fee for licensing & service charges 

Flat fee taxes

(e.g. motor registrations, ambulance levies, birth certificates)
	There is a wide range of licensing fees and fee for service charges
	NO CHANGE
	These taxes are often regressive, for example car registration charges for a high performance European luxury sedan owned by an affluent taxpayer and for an old second hand Holden Torana owned by a battler are the same.  

	Local Taxes
	Comment
	Local Taxes
	Comment

	Rates based on property valuations.

Proportional taxes
	Taxes levied by local authorities on property owners, as a ratio of unimproved values of their holdings.

This tax is proportional to the value of the properties involved, a value that is set, often seemingly arbitrarily and controversially,  by State government departments..
	NO CHANGE
	


	Fee for service charges 

Sometimes flat fees & other times proportional charges.

(e.g. building application fees, water rates)
	Charges for services such as water and garbage collection.
	NO CHANGE
	


Part 3 (b)

Evaluating Australia's previous and "New" tax systems against the criteria that define the principles of socially equitable and economically efficient taxation. 

Principle 1.
The tax system should be fair to everybody:

Is the tax burden evenly distributed in proportion to taxpayers's means?

Old System - No!

The previous Australian tax regime discriminated against low-income earners because 30% of the taxes it levied were regressive, i.e. indirect wholesale sales taxes, excise imposts, flat government charges and fees, etc.  People were punished for being on lower incomes.

It discriminated against average, middle and higher income earners in that 40% of revenue was derived from income taxes that were savagely progressive, demanding that people who aspire to earn higher take-home incomes had to earn disproportionately higher gross earnings to do so. 

At 1.75 times average income, the tax system took virtually half of every extra dollar earned. Persons earning twice average wages had pay three times as much tax, those earning three times the average had to pay five times as much tax while those earning four times the average had to pay eight times the tax.   People were heavily punished for working smarter, harder or longer.

Because of its complexity and the fact that professional tax advisers kept creating new loopholes, the income tax regime also enabled affluent people, who could afford their services, to pay very little tax.

The Australian Tax regime was fair only to the rich!

New System -  No!

Little changed with the new tax system except that:

· the poor are punished even further because the GST substantially increases regressive indirect taxes. 

· the middle income earners are squeezed just as and even more rigorously than before. (despite the temporary effects of the one-off so called "concessions") 

· the affluent can become even more affluent and do so in less time.

Principle 2.
The tax system should be simple and efficient:
Does the tax system interface efficiently with the economy's recorded sources of wealth creation and community cash flow?

Old System - No!

The Australian tax regime had pursued every identifiable and minute movement of value within the economy, even down to charges on pensioners’ and children’s savings bank accounts. 

Its tax siphons were inserted not only into the obvious cash flow streams but into every tributary it could find of the economy’s ebb and flow of wealth as it trickled-down throughout the community, so that few people could observe, let alone measure or judge the degree of tax being drawn off.

In business transactions, excise charges and the GST were creamed off the top, then local authority tax and charges were deducted from fixed costs. PAYE, fringe benefits tax and payroll taxes were diverted from overhead costs. Income/ company tax was deducted from net profit. Capital gains tax was deducted from the sale of assets that also incurred the payment of stamp duty.

In personal transactions income tax was deducted from wages and salaries, Medicare levies were superimposed, indirect taxes and excise duties were paid on purchases. Rates, registration and similar charges were levied, BAD tax and stamp duty was paid on bank account transactions. 

The system required millions of tax returns to be completed, lodged and assessed every year.  

Because they became too labour-intensive for tax office employees to scrutinise each year, self-assessment procedures placed the onus of getting it right onto taxpayers. Tax audits scrutinised them every few years and caught them out when they made mistakes, but rather than simply having aspects of claims disallowed, offenders faced substantial penalties if they got it wrong.. 

New System -  No!
While the tax reform changes removed the WST and a few minor taxes, excise on products of human addiction and self-indulgence  - alcohol, cigarettes, gaming etc remain. 

The taxing of things like fringe benefits, capital gains, payrolls, bank transactions and items attracting stamp duty continues. 

A goods and services tax is now levied on every sale of every product and every service (except for an illogical and narrow range of non-processed food and financial services).

Taxpayers still have to submit annual income tax returns. 

Processing millions of tax returns, (even if they are electronically lodged) is still a mammoth and costly administrative task. 

The GST requires a whole new, economy-wide range of procedures and paper work, which adds whole new layer of administrative costs to every business and is subject to another regime of tax office policing.

Does the tax system levy wealth creation at source? 

Old System - No! 

Collecting taxes at source involves a simple process that integrates with normal economic and business procedures and requires minimal administrative complications. Although indirect taxes were collected at source and most income tax was deducted through the PAYE process before taxpayers even saw it, the final tax liabilities of personal and businesses taxpayers had to be determined by the completion of tax returns.  These usually demonstrated that more tax was deducted than was actually due requiring a massive regime of remitting tax refund cheques, The process also provided opportunities, particularly for the affluent, for exploiting multitudes of loopholes and exceptions, 

New System -  No!
Now in addition there is the PAYG and the GST reporting programs requiring separate bureaucratic administrative impositions over and above normal procedures whereby self employed and small businesses are supposed to pay their income taxes progressively every quarter.

Is the entire tax system easy for everybody to understand?

Old System - No!

Nearly everyone found the Australian tax regime impossible to understand.   There were so many taxes with so many different collection procedures and rules.  The 1996 paper-back version of the Australian Income Tax Legislation ran to 5,687 pages and weighed 4.17 kilograms where just an index ran to 230 pages.  

Apart from PAYE deductions shown on their pay slips, nobody could say just what tax they paid under any given direct or indirect system.

New System -  No!
The new regime has added some three thousand extra pages of rules, regulations and exceptions to the existing thousands of pages of tax legislation that are incomprehensible to all but a handful of experts.

Can ordinary taxpayers readily comply with their tax obligations without undue recourse to professional services?

Old System - No!
It didn't utilise standard accounting and auditing processes to record and confirm that due taxes were paid but demanded its own formats and presentations of accounts and returns.

Untold wasted hours of business operational productivity and the efforts of legions of public servants were directed towards preparation and processing of dedicated tax compliance documentation and meeting the requirements of the system.

Businesses needed to maintain two record keeping systems one for their own information in managing their businesses and another for the tax office.  An unknown number of small enterprises kept an undeclared third set of records to track the real performance of their businesses as they skimmed off as much of their cash takings as they could to minimise their tax liabilities.

All of this added immense costs to the economy. 

New System -  No!
The new tax system still requires all the same complex processes and procedures that applied previously to the income tax system but in addition requires an economy-wide new set of complex procedures to administer the GST.

Under the new tax regime, public accountants have been tied down to an even greater extent.

Is the tax system economical to administer efficiently?

Old System - No!

The Australian tax regime had a wide range of costly and copious compliance documentation and returns that had to  be completed by taxpayers or their agents.  These were separate from all other forms of records and paperwork normally kept by individuals and enterprises.

The format and context of business financial reports required and prescribed by the tax office to suit its own ends differed from the records produced month to month by most enterprises to effectively manage their businesses.  They then had to pay to have them converted into the official formats by their tax accountants and agents. 

It is estimated that around 90% of the nations public accounting profession was tied down in processing, administering, explaining and advising on the flood of minutia demanded by the tax system, preventing it from offering widespread services facilitating business profitability and economic productivity.

While forward thinking accountants endeavoured to undertake a broader range of services, the vast bulk of local public accountants were almost entirely preoccupied with tax work.

As a consequence the accounting profession applied minimal effort towards offering their business clients a range of profitability enhancement services, particularly for small businesses that need them so desperately.

For the majority of small business operators who don’t produce regular records, their accountants or tax agents prepared their financial reports designed just to meet the tax offices requirements. Most of these taxpayers found such reports too hard to understand and simply filed them away unread, a tragic waste of what could otherwise have been a useful management tool.

The huge volume of paperwork required by the tax regime served no other purpose and precluded many enterprises from preparing records that could be of real help in running their businesses.

New System -  No!
Not only has little changed with the new regime, a whole new stratum of compliance has been introduced to administer the GST, even further tying up the resources of accountants, to such an extent that many simply rationalised their client lists advising their smaller businesses accounts that they couldn't continued to act for them.

Does the tax system require a minimum of policing?

Old System - No!

Massive expenditure was outlaid on A.T.O. audits, anti-evasion investigations and prosecutions to counter the prolific efforts by the tax minimisation industry, let alone chasing the people who are outright tax evaders.

Their efforts met with limited success!  

New System -  No!
Under the new tax system there is even more need for policing than before, in addition to which, the GST requires a whole new police force of GST inspectors.

Principle 3.
  The tax system should have a neutral impact on the economy:

Does the tax system collect an adequate and economically prudent level of revenue?

Old System - No!

Years of deficit budgets during a period of economic recovery” highlighted that the present system represented at best a static and at worst an eroding tax base producing diminishing annual rates of revenue increase. 

Politicians and bureaucrats have been harping on the fact that Australia’s tax base keeps on shrinking, making the question of tax reform an urgent issue.

Much of the tax base erosion flowed from the reduction in the tax “take” as revenues were lost to reducing tariffs on one hand, and on the other, waning wholesale taxes on goods as the proportion of GDP being generated by services kept rising and most of Australia's manufacturing industry was exported thanks to the lowering of tariffs.  

The widespread income tax minimisation industry exacerbated this erosion even further whereas the tax authority’s efforts at plugging the loopholes or creating more tax siphons kept falling further behind.

Although Commonwealth budgets have recently been balanced and brought into surplus, it has been due to drastically cutting outlays and services.  

To maintain a balanced budget, the government faced having to keep on cutting back remorselessly, or else take the even more politically unpalatable path of openly increasing tax rates.  

This became the motivation behind what became the GST-led tax “Reform” package.

Louis XIV's financial controller, Jean Baptiste Colbert famously once said that the art of taxation lay in being able to pluck the largest quantity of feathers from the taxpaying goose with the least amount of hissing. Charles Adams in his book For Good and Evil cites case after case where rulers, and often their countries as well, have disappeared from history because they imposed taxes beyond the point where their economies could sustain them. 

There is no legal restraint that determines what is a prudent level of tax to be extracted from the Australian economy nor any guideline or governing mechanism that regulates the level of GDP that the tax system can siphon from the economy.   The ATO is charged with the task of exacting the maximum revenue it can from the tax legislation at its disposal.

New System -  No!
The tax minimisation industry continues unabated.  The demotivating hurdle of progressive taxation's higher tax brackets continues to undermine and kill incentive. Every other country that has introduced a value-added style tax like the GST had to increase the rate when their people discovered and began to apply the many available ways to evade it. Nothing has changed with the rest of the taxes that are still being levied.  

Does the tax system in no way distort the free operation of the competitive economy?

Old System - No!

It did nothing to foster enterprise growth and increase employment.

Even after several years of economic recovery and growth, substantially based on consumption, Australia still couldn’t generate consistent and meaningful growth in value-added and exportable GDP.

The components of its GDP skewed from wealth creating productive activities towards service industries where individual productivity was far lower, particularly services consumed within Australia where there is little opportunity to earn foreign exchange and thereby reduce the country's chronic current account deficit. 

Part-time and casual jobs were increasingly replacing permanent positions.

Australia couldn’t seem to very often achieve, let alone sustain, a monthly current account surplus or to reverse its ever escalating international debt or to make a meaningful lasting dent in unemployment statistics, even with the adoption of an absurdly minimal definition of what constituted being employed. 

 The interplay of Australia’s income tax system with its various other business-impacting taxes anaesthetised its potential to achieve higher productivity, wealth creation, capital accretion and international financial independence.

New System - No!

Other than improving profitability for big businesses most of whom exported their profits effectively tax free anyway, the proposed new regime in fact ensures that Australia’s economy will not achieve healthy growth to either its wealth generating or employment creating capabilities.  What growth there is relates to consumer  spending based on escalating credit card debt which simply sucks in more imports, and delays the .

Is the tax system conducive to personal savings and capital growth?

Old System - No!

Quite the reverse, Australians had the lowest rate of savings among O.E.C.D. countries!  With the top income tax rate cutting in at 1.75 times average earnings, there was rarely much residual income left to save. 

Even so there appeared to be no significant benefits to taxpayers if they forego expenditure in favour of savings. Even saving for retirement had become fraught with repeated new incursions of further tax levies.  Superannuation funds had become another tax target to an extent where their very purpose of accumulating enough savings to fund retirement was in jeopardy.

Due to this savings deterrent Australias dependence on foreign capital kept increasing its foreign debt every year and handicapping its economy with excessive interest and profit repatriation repayments to off shore lenders and investors. 

New System -  No!
Nothing has changed with the new tax system, if anything most Australians are saving less as they pay more for goods and services and per capita consumer debt levels have reached their highest historical levels. 

Is the tax system neutral as to how and where capital is invested and not inhibitive of enterprise growth?

Old System - No!

Far too much capital investment has been diverted from productivity improvement.

A huge swathe of the nations wealth was locked away in non-productive, overpriced real estate, thanks to tax system provisions like negative gearing. 

Even since capital gains tax was introduced, property speculation continued unabated. 

Business asset depreciation was circumscribed by formulae determined by bureaucrats and not by the market. Much plant that should have been replaced was left on-line beyond its economic productive return cycle.  Much other plant was wastefully replaced earlier than was economically necessary.

Capital investment was often misdirected by policy-driven tax concessions such as particular industry rebates and sectoral deductions, while potentially productive businesses remained undercapitalised and uncompetitive.

New System - No!

Nothing has changed with the new tax regime.  There is still no benefit to be seen in prioritising investment towards increasing productivity

Does the tax system permit fair rewards for successful entrepreneurial and investment initiatives? 

Old System - No!

New ventures with high potential currently found it almost impossible to attract sufficient equity capital backing to achieve lift-off viability because profits couldn’t be retained and compounded as capital or be reinvested in the business without being taxed in full.  Their only recourse was the more expensive option of borrowing the needed capital at inflated premium interest rates. Building a business was fraught with other tax-induced containment thresholds, such as payroll taxes.

A great many start-up businesses were ambushed by the provisional tax torpedo as they began to achieve lift off towards the end of their second year.  (Over half of all start-up businesses had closed by their third year. Refer to University of Newcastle’s Professor Alan Williams’ ongoing study).

As has already been described, the previous tax regime not only failed to encourage enterprise, initiative and diligent work effort, it actually discouraged it.  

New System -  No!
Nothing has changed under the new tax system except that business income tax will be paid every quarter based on profit performance parameters revealed in previous tax returns, and complying with the GST will require additional liquidity and take an additional amount of time and effort that many small businesses won’t be able to afford.

Principle 4.

The tax system should focus only on raising revenue:

A key criterion to define whether the tax system complies with this principle is to ask:

Is the tax system free from any measures for directing or manipulating economic and/or social behaviour?

Old System - No!

While a handful of tax levies did simply collect tax, the income tax system and many indirect taxes over the decades have been used to pursue objectives other than just collecting taxes, objectives that:

· Pursued social equality and wealth redistribution supposedly through the application of progressive tax scales and tax free thresholds.

· Supported social engineering such as the combination of tax-free thresholds and punitive tax scales that makes it almost obligatory for both parents in families to obtain paid employment, virtually forcing many women into the workforce against their preference.

· Provided levers for controlling various economic functions like investment in R & D or in rental property or the degree of asset replacement controlled through manipulated depreciation rates.

· Set up rafts of deterrents or incentives for and against sectoral interests like special rebates, allowances and concessions that were introduced and/or removed on different economic factors at different times.

· Discouraged certain behaviour patterns by for instance imposing extremely punitive duty on cigarettes and tobacco and the differential excise on super petrol used in older cars driven by lower income people as compared with unleaded petrol used in newer cars .

Efforts to change every conceivable kind of behaviour have been applied at one time or another through the income tax system and continue to be pursued by lobby groups, (e.g. the suggestion to introduce a “fat” tax to discourage people from buying fattening foods, or to tax plastic bags to ensure consumers use alternative ways to take their groceries home).  

Collecting revenues in a fair and effective manner often seemed to be secondary consideration.

New System -  No!
Under the changes to the tax system these manipulative factors continue to apply.  Indeed the doctrine of parties like the Democrats and the Greens cite this manipulative  aspect of the tax system as being highly desirable in order to address environmental issues. 

Principle 5.
The tax system should fully consider and counter the negative aspects of human nature:

As well as being fair is the tax system seen by everybody to be fair?

Old System - No!

The Australian tax regime is cynically regarded by nearly everybody as being grossly unfair.  PAYE taxpayers in particular are intensely disgruntled at the punitive progressive income tax rates, the poorer and disadvantaged people are unhappy at the tax-inflated costs they have to pay for many necessities, the exploding tax minimisation and financial planning industries are perceived to be founded on the exploitation of inequitable tax minimisation loopholes. 

There is universal cynicism and resentment about the way in which the very wealthy pay minuscule taxes.

New System -  No!
Media led perceptions of the inequitable effects of the new tax system have already reinforced the reality that the New Tax System is even more inequitable and inefficient than the one it was supposed to "reform".

 Are all tax calculations simple?  

Old System - No!

Hardly anybody could easily calculate how much tax they had to pay. Even using the government-provided tax pack, the average taxpayer has no idea of just how much tax was due on what.  

Most taxation formulas were complex and convoluted.  This was without even considering all of the exceptions and special circumstances that changed the rules in many cases under different situations, or considering the many instances where the ATO makes up ruling as it goes along.

New System -  No!

While the GST supposedly adds a simple 10% to goods and services purchased, there was confusion about just what prices should apply to goods previously affected by the WST and most acutely about which items are exempt and which aren't. 

Other taxes, especially income tax, continue to have highly complex formulae still applying.

Does the tax system ensure that all taxes are paid as and when they fall due?

Old System - Only in part!

Apart from PAYE tax deductions from workers wages and salaries and the franking of certain dividends a very large proportion of taxpayers' liabilities take considerable time after the event to be calculated and assessed.  The assessment of small business income taxes under the provisional tax system required them to pay nine months in arrears and three months in advance, based on previous tax performance.

Even so in many instances employers often fail to remit on time the group tax deductions the make on behalf of employees.   The pursuit of due tax payments consumes a large amount of the tax authority's resources.

New System -  Just a little more so!
The addition of the GST introduced a whole new collection system over and above that applying previously.    In addition small businesses were required to conform to a pay as you go (PAYG) in lieu of the provisional tax system.  This brought forward the due dates for business income tax and imposed a quarterly deadline for paying the GST.

Does the tax system make it difficult for taxpayers to dodge paying taxes?
Old System - No!

There had been for a long time a thriving black economy.  Numerous landlords lived off the rental from properties that they acquired by siphoning undeclared income from cash businesses.

Legal tax minimisation was a thriving industry in itself. 

Revenues from any given tax levy tended to relatively diminish over time as ways were devised to circumvent them.  The only taxes that seemed to be collected without any problems were those levied at source, such as PAYE and WST.

New System -  No!
There is no change to the income tax system methodology and as with Europe’s V.A.T., the black economy will proliferate even further, and the corrective measures that arise in response will mean even further invasion of privacy and civil rights and the need for more draconian policing.

Is the tax system consistent over time?

Old System - No!

Tax rules changed constantly and the regime’s only consistency was that it kept getting more complex and confusing. Tax agents and accountants had to study  hundreds of pages every month just to keep abreast of new rulings and changes. 

A Tax Pack was issued each year just so people could fill in their basic income tax returns.  Last year it ran to 128 pages. It was written in a style that most people couldn’t easily comprehend and its editorial approach was oriented towards ensuring that people using the booklet paid the maximum applicable tax.  Self employed people had to then cope with a TAX Pac Supplement of another 60 pages, and some again with 37 pages of instructions about how to apply Business and Professional cost items.  That was 217 pages written in bureaucrat-ese for people usually with just a middle level high school education to read and comprehend.

New System -  No!
The "reformed" tax regime replaces the WST with a GST with some items excepted, the legislation and rulings required for a GST are similar to those on the  V.A.T.. that in Europe, even after 40 years, still involves constant alterations. 

GST legislation runs to more pages than the prolific volumes on income tax legislation.  Both will perpetually require constant revision and regulatory changes.

As GST avoidance grows, and it inevitably will, so will the rate of GST.  It happened everywhere else.  it will happen here.

Does the tax system openly reveal what revenue is raised from each tax levy?   

Old System - No!

All but the tiny minority of people whose vocational knowledge had to embrace the tax regime were totally ignorant of how it worked.  Most had no idea about how much tax they paid on what transactions in their lives. Even the wealth of information circulated by the government in support of its tax “reform” proposals was not widely read and even less widely understood.

What happens within the tax system was a closed book to nearly everybody.  

New System -  No!
After the GST's introduction there are still too many tax levies so nothing has changed with the new regime. A  plethora of tax siphons continue to suck wealth from the economy and few people are aware of where, when  and how much they really pay in tax.

Does the tax system allow everybody to enjoy fair rewards for their enterprise and diligence?
Old System - No!

Because the return for additional effort diminished because of the punitive progressive income tax scales, employees were more and more commonly reluctant to work overtime or to enter into productivity bonus schemes.  Innumerable people, self employed or on payrolls, tapered off their effort as their incomes approached the upper tax brackets. Diligence and initiative were becoming lost characteristics.

Family members were forced into the workforce against their preferences, as one partner couldn't just work harder or longer without punitive taxes ripping off what extra he or she earned.  The social cost of this factor was already apparent in society in how it undermined the integrity of many families and in how the social problems of children reared by part-time parents were proliferating!

Old System - No!

The full range of disincentives to extra effort and diligence continue unabated and the increasing pressures from the day to day costs on families under the GST will now accentuate their further fragmentation.  

Australia’s work ethic will continue spiralling downwards at an even faster rate

Part 4

Conclusion

THE "reformed" AUSTRALIAN TAX SYSTEM CONTINUES TO FAIL TO MEET THE SOCIALLY EQUITABLE AND ECONOMICALLY EFFICIENT TAXATION CRITERIA!

Not only did the former tax regime score 0 out of 20 but the "New tax system for a new millennium" also scores a big zero!

If a similar performance were manifested in any other area of Australian life, especially in sport, there would be a frenzied media-led outcry and witch-hunt calling for heads to roll and urgent action to be taken to fix the situation. 

Awareness of the serious flaws in the Australian tax system is gathering momentum amongst wider and wider circles of people as they increasingly observe how it fails every test of equity and efficiency.

The GST-led rhetorical “tax reform” regime totally failed to comply with principle-based tax system criteria. All it did was to increase government revenue by many billions of dollars.   At the same time real productivity didn't grow by even a fraction of that amount..

Where did the money come from?  

At the same time the GST revenue began flowing, the level of consumer debt accelerated by billions of dollars.

There is a limit to how much more credit Australian households can afford to chalk up and are approaching that limit.   When they reach it, consumption expenditure will necessarily begin to shrink unless some explosion occurs in national productivity.

When that occurs the GST rate or income tax rates will have to rise.  Whichever party has to implement that course of action will face committing political suicide.

There's not a lot of time left before the down side effects of the now even more flawed tax system begin to undermine Australia's prosperity.

There is only one solution!

THAT IS TO CREATE AND IMPLEMENT AN  INTEGRATED NEW TAX REGIME THAT DOES MEET THE CRITERIA!

Can it be done?

Yes it can!

A new tax system can be designed to meet all of the criteria.  

The Southside Chamber of Commerce Inc already has to hand a model tax system that it commissioned to demonstrate how real tax reform that fully complies with all of the fundamental principles for a socially equitable and economically efficient tax system can be implemented.

The Chamber is prepared to share this information in the even of any serious debate to pursue real reform of the Australian tax system.

The Southside Chamber of Commerce recommends that the Senate Economic Reference Committee accepts the fact that Australia needs a tax system based on sound socially equitable and economically efficient principles, and institutes a process whereby the failure of the present Australian tax system to conform to such principles is examined and debated and a program to pursue real reform of the tax system in line with said principles is instituted.
