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Abstract 
 

We study the progressivity of Australia's personal income tax system after the introduction of a New Tax System 
(Goods and Services Tax) Act 1999. We use two data sets: administrative data from Australian Tax Office (ATO) 
2004-16 and survey data from the Household Income and Labour Dynamics in Australia (HILDA) survey 2001-16. 
We first document the distributions of income and tax liabilities, properties of the joint distributions of taxes paid and 
income, and discuss how taxes are varied across households and over time. We next provide estimates of tax 
progressivity using two approaches: one based on tax liability progression and one based on tax liability distribution 
relative to income distribution. The result obtained from the tax progression approach implies a significant decline in 
the average level of tax progressivity since 2004. Meanwhile, the result obtained from the tax distribution approach 
indicates a tax progressivity cycle with a modest decline up to 2006, then a sharp increase until 2010, and a slight 
decline thereafter. The personal income tax cuts for all taxpayers in early 2000s and the introduction of tax offset for 
low income earners (LITO) are main driving forces. Moreover, the evolution of income distribution and its 
interactions with bracket creep strongly affect the overall progressivity level of Australia's income tax system. Hence, 
our findings provide new insights into the dynamics of income growth and tax progressivity, which has implications 
for tax policy debates in Australia. 
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The Tax and Transfer Policy Institute in the Crawford School of Public Policy has been established to 

carry out research on tax and transfer policy, law and implementation for public benefit in Australia. 

The research of TTPI focuses on key themes of economic prosperity, social equity and system 

resilience. Responding to the need to adapt Australia’s tax and transfer system to meet contemporary 

challenges, TTPI delivers policy-relevant research and seeks to inform public knowledge and debate 

on tax and transfers in Australia, the region and the world. TTPI is committed to working with 

governments, other academic scholars and institutions, business and the community. 

 

The Crawford School of Public Policy is the Australian National University’s public policy school, 

serving and influencing Australia, Asia and the Pacific through advanced policy research, graduate and 

executive education, and policy impact. 
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