The Secretary 
Senate Economics References Committee
Room SG.64
Parliament House
Canberra  ACT  2600

Submission by UnitingCare Australia and the Uniting Church in Australia to the Senate Inquiry into the structure and distributive effects of the Australian taxation system

Further to your invitation of 4th March 2003, please find attached a brief submission into the Senate Inquiry into the structure and distributive effects of the Australian taxation system.

I have also attached some background information on UnitingCare Australia. 

We would be very pleased to discuss the issues raised in the submission with Committee members or the inquiry secretariat.

The principal contact is Lin Hatfield Dodds on 6290 2160.
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Yours sincerely

Lin Hatfield Dodds

National Director

UnitingCare Australia







        The Uniting Church 
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Submission by UnitingCare Australia and the Uniting Church in Australia to the Senate Inquiry into the structure and distributive effects of the Australian taxation system

Australia is a low tax country by OECD standards, with a relatively efficient set of tax instruments at the Commonwealth level. 

The main priorities that should guide consideration of Commonwealth taxation issues are thus ensuring adequacy (sufficient revenue) and equity into the future. Reducing taxes, particularly for high and medium income earners, is not a priority on either efficiency or equity grounds, and is less important than increasing the quality and extent of public services, particularly for those most disadvantaged in our society. At a minimum, any consideration of potential tax cuts must take account of the lost benefits associated with reduced public expenditure.

The Uniting Church is committed to working towards an equitable society of justice and peace.  No society can tolerate injustice without the inevitable loss of its peace and security.  In a society where the gap between rich and poor widens and groups and sectors of the community are disempowered and discriminated against, all stand to lose by the breakdown of the social order.  The commitment to justice and peace by UnitingCare Australia arises from its own sense of God’s intention, and the recognition that no-one benefits for long in conditions of injustice and conflict.
 It is not commonly realised that many Australians on income support payments face effective marginal tax rates of more than 80%.

Moreover, as individual wealth and incomes rise, our common wealth and the strength of our social fabric become more important relative to meeting individual or private needs. This suggests that the share of resources devoted to community needs or ‘collectively consumed’ public services should rise as income increases. 

Improving equity and incentives 

Reducing the pernicious effective marginal tax rates caused by the interaction of the tax and social security system is the most urgent and important area of taxation reform in Australia today. Providing practical pathways back into employment is one of the key planks of empowering individuals and addressing social exclusion, benefiting all Australians. Eliminating the poverty traps caused by overlapping social security taper rates and the income tax system is central to this, along with practical recognition or support for employment related out of pocket expenses (which are generally not tax deductible). It is well within Australia’s means to address these issues in the current term of this Government. 

A second, simpler, issue relates to the tax treatment of gifts to charities and other community organisations. Current tax deductibility of donations represents less than 2 percent of the public sector support for the charitable and community sector, and is crucial to maintaining the sector’s independence and ability to innovate in serving Australian society. Adopting the recommendations of the “Building a Stronger Social Coalition” report.
 prepared by The Allen Consulting Group and endorsed by a wide range of community organisations would help strengthen the non-profit sector and its capacity to serve the community. The proposed tax changes would build on recent government initiatives in this area, and have only minor revenue impacts, providing exceptional value for money for the Australian public.

Ensuing adequacy and equity into the future

Taking a longer term perspective, there are a number of important gaps in our tax structures that result in reduced revenues and exacerbate pressures on other areas of the tax system, and should be included in any genuine public discourse and future agenda for Australian tax reform. Particular issues include:

· Preventing the current widespread abuse of trust structures for income tax minimisation, protecting the revenue base and promoting equity. 

· Introducing estate and gift duties at a level that at least captures major asset transfers by Australia’s wealthiest 10 percent of taxpayers.

· Rethinking the capital gains tax (CGT) exemption for the family home, which increases house prices and reduces access to the housing market by lower income individuals and households, and encourages over-investment in relatively unproductive assets. One option would be to make the change in unimproved land value subject to CGT.

More generally, we consider Australia would be well served by the creation of a permanent independent commission to assess and report on changes in our living standards and quality of life including issues income distribution, poverty levels, access to services, and social inclusion.

We commend the Senate for calling this inquiry, with its focus on distributional impacts and potential improvements to the tax system, and thank it for the opportunity to make this submission.
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Lin Hatfield Dodds




Rev Prof James Haire


National Director




President


UnitingCare Australia
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� UnitingCare Australia, Faith Foundations, page 8. Available at � HYPERLINK http://www.unitingcare.org.au ��www.unitingcare.org.au�. 


� ACOSS, ‘Submission to the Senate Inquiry into Poverty in Australia’ ,page 92, available at � HYPERLINK http://www.acoss.org.au ��www.acoss.org.au�. 


� The Allen Consulting Group, “Building a Stronger Social Coalition”, please see document attached to electronic submission.
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