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High Income Tax drives us away

As a potential emigrant (I will be emigrating shortly to the US), I can say that one of the reasons Australians are leaving home is not just to make a splash in bigger pond as some suggest (The Age 18/12/03), but because our tax rates are not internationally competitive. Much smaller countries like Singapore recognize that they will always be a small pond, hence make it attractive through low income tax rates.

Taxes have to be internationally competitive to lure expatriates back and to reduce incentive for Australians wanting to go overseas.

Very high achievers are the drivers for innovation. If one looks at the bell curve, it is clear that the very high achievers bring disproportionate benefits to the country they reside in. Benefits of such very high achievers is equivalent to, in many cases, more than 100,000 times that of the average person. It is therefore not right to argue as some do, that we don’t need to worry about emigration, because it is compensated by immigration. Whereas the quantity of emigration and immigration may be same, in general the quality is vastly different. Quality of emigrants in general is vastly greater than the quality of immigrants.

A disadvantage Australia has, is that there are no cultural or language barriers to Australians wanting to emigrate- unlike in the case of many countries such as for example, Finland, Singapore, Finland, Sweden, Japan etc. It is relatively easy therefore for Australians to be lured to other countries such as the USA, UK, Canada etc. Therefore, we must offer greater incentives for high achievers to stay, through lower taxes. For example tax rate must be reduced from the ridiculously high level of over 50% (including medicare levy, if one does not have private health insurance) to less than 30% (flat rate of tax for everyone)

The point made above is worth repeating: It is not sufficient to say that emigrants want to leave because: they want to be at the center of things rather than at the edge of the world; or that they want to be in a big pond, rather than in a small one; or that they are attracted by the culture (for eg to Europe etc). In fact it is precisely for these reasons and that Australians have very few barriers (cultural or language) to emigrate that we must compensate by providing greater incentives for them to stay: through lower taxes. This is because there is very little we can do about the other factors, which attracts emigrants.

Since highly talented people are becoming very mobile it is important to reduce the income tax. Indirect taxes such as the GST can be increased to some extent to compensate. This is because these talented people may prefer to spend their earnings elsewhere. Also the schemes such as negative gearing to reduce the tax burden is not available to them because they are almost nomadic, moving from place to place.

The bottom line is people will move to countries with better standard of living- that is higher pay and lower taxes. Many expatiates will not tell this truth because it is politically incorrect to argue for lower taxes, because it will sound selfish.

There are too many layers of governments in Australia for a small population of 20 million. Abolish state governments, reduce welfare and reduce taxes. I resent to think my hard earned money goes to pay for the dole bludgers/pensioners- so I refuse to work hard and do the minimum.

Ray Thaller

Dallas, Vic 

