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A stocktake of the tax system and 

directions for reform

• See our TTPI Stocktake Report at:

– https://taxpolicy.crawford.anu.edu.au/news/53

91/we-need-talk-about-tax
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https://taxpolicy.crawford.anu.edu.au/news/5391/we-need-talk-about-tax


Australia: a liberal social and tax state

• Since federation, Australia has developed as a liberal 

social state with progressive but highly targeted settings 

and efficient spending on public goods including health, 

distributed in an egalitarian way across the nation

• Cth progressive income tax was established 100 years ago 

in 1915

• The social security and public health system began early 

(eg in 1910, the age pension) but really developed post-war 

especially in the last 50 years
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Australian tax as proportion of GDP 

since federation
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Australia tax to GDP ratio compared 
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Direct and indirect taxes as % of income by quintiles 

of equivalised disposable income, Australia, 2009-10
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Direct and indirect taxes as % of income by age of 

household reference person, Australia, 2009-10

7

13.4

21.0 21.4 19.6
14.9

5.2
2.0

13.8

11.8 12.1
12.1

11.7

12.9

10.3

0.0

5.0

10.0

15.0

20.0

25.0

30.0

35.0

40.0

15-24 25-34 35-44 45-54 55-64 65-74 75 and over

Direct taxes Indirect taxes

Source: ABS Revenue stats (P Whiteford)



Australia health expenditure to tax revenue 

trend, 2001 to 2011
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Health expenditure is now approximately 9.5% of GDP and on current 

dollars, more than one third of tax revenues (AIHW estimated 25%)



Australia health to GDP ratio 

expenditure compared (2011)
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Health to GDP ratio (per cent)
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Source: TTPI Stocktake report
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Federation Issues Paper, p. 30
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We need to strengthen our tax system

• Raise more revenues … and satisfy key goals:

• Economic prosperity

– Support workforce participation and productivity

– Innovation and capital investment

• Fairness

– The tax-transfer-public goods system as a whole

– Progressivity in tax system design

• Resilience

– Able to deal flexibly with administrative, digital 

economy and other challenges
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Key tax bases: 

income, consumption and assets

• Personal income tax (40% of all tax revenues)

– To maintain moderate rates, need to broaden the base

• Eg, deductions? Salary packaging? 

• Superannuation concessions, rental deductions

• GST (13% of tax revenues)

– Less than half our health budget

– We could broaden the base and increase the rate

• State payroll tax (about 3% of tax revenues)

– Could be a broad-based tax on workers in each State

• Land tax and council rates (about 3% of tax revenues)

– Stamp duties about 1.5% of tax revenues, highly volatile

– ACT is leading the charge
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How do we fund our social state?
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‘It was Alistair who said, on national television, that being a Tax 

Officer was the most pleasant work imaginable, like turning on a tap 

to bring water to parched country. It felt wonderful to bring money 

flowing out of multinational reservoirs into child-care centres and 

hospitals and social services. …. He sold taxation as a public good.’

The Tax Inspector

( Peter Carey, 1991,124)


