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Australianow ranksashavingoneof the least“friendly” work andfamily environments
amongcomparableOECDcountries. Amongthepolicy areasthat havecontributedto
this outcomearethefollowing:

Thetax andfamilybenefitsystems:Overthe last two decadesAustraliahasshifted
towardsalessprogressiveincometax (includingtheMedicareLevy), towardsafamily
taxbenefitsystemhighly targetedonjoint incomeandon theincomeofthesecond
earner,andtowardsregressiveindirect taxation. Thesereformshavehadtwo effects.
First, theyhaveshiftedtheoverall taxburdenawayfrom familiesin which thereis at
leastonehigh incomeearnerto thoseon low to averageearnings.Second,theyhave
increasedtheeffectivetaxrateson thesecondearnerin familiesatthe lowerendand
acrossthemiddleof thewagedistribution,to createa“tax-wedge”for working mothers
thatis thehighestamongcomparableOECDmembercountries.

Costly andlimited accessto child care: SuccessiveAustralianGovernmentshavefailed
to addresstheproblemsofmarketfailure that arepervasivein theprivateprovisionof
child care. Instead,theseproblemshavebeenexacerbatedby supportfor theexpansion
ofprivatised,forprofit, child care. Thelimitations of thispolicy directionbecomeclear
whenwecomparethecost(governmentandprivate)ofthefirst yearofprimaryschool
with the lastyearof fully privatizedchild care. If thefirst yearofprimaryschoolwereto
betreatedin thesameway aschild care,few parentswouldbeableto afford thecost,the
femaleparticipationratewould fall, andsowould fertility.

Misdirectedreformsthat increaselabourmarketinefficiencies:Examplesincludelabour
marketreformsthat expandtheproportionof “workingpoor” familiesand,in turn,
necessitatetheexpansionofthefamily benefitsystem. Reformsofthiskind representthe
useofthefamily benefitsystemasapolicy instrumentfor subsidisinginefficient
industries.

Theaboveproblemsareanalysedin detail in theattachedpaper:
“TheHigh TaxationofWorkingFamilies”,AustralianReviewofPub/icAffairs, 5, 1-24.

Keypolicy recommendationsare

:

• Developmentof ahigh quality, efficientpublic sectorchild caresystem.Empirical
researchidentifiesthis asthemostefficientandeffectivepolicy measurefor reducing
lossesto theeconomycausedby thedistortionaryeffectsofan imperfectcapital
market,togetherwith wageuncertainty.

• A returnto aprogressiveindividual incometaxsystem. This implies areversalof
thetrendofrecentdecadestowardsjoint taxationandaninvertedU-shapedeffective



taxratescale. Empirical studiesshowthat reformssupportingindividual taxationat
progressiveratesleadto an increasein femalelaboursupplyand,in turn, in thetax
baserequiredforfunding child careandtheagepension.

• Eliminationof FamilyTax BenefitPartB. Thiswould helpto reducethe“tax
wedge”andthereforeto achieveamore“neutral” treatmentofsingleandtwo-earner
families.

• Introductionof measuresto broadenthe incometaxbase,includingin particularthe
eliminationofopportunitiesfor taxminimisation,throughtheuseofnegativegearing,
trusts, etc.

Consistentwith thefindingsof theoreticalandempiricalstudiesfor OECDcountries,
reformsofthesekinds canbeexpectedto increasefertility, femalelaboursupplyand
GDP, andto improvetheoverallefficiencyandfairnessoftheAustralianeconomy.
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