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The fundamental premise of the Federal Government’s fiscal policy is at odds with what 
the Australian public believes about the tax and spending mix.  Australians know the 
deficit needs to be fixed.  But they believe this should be done through higher taxes and 
reduced concessions to fund necessary spending increases, rather than through spending 
cuts.

The Treasurer has said we have a spending problem not a revenue problem; the public 
begs to differ.

This is a central finding of the 2016 Per Capita Tax Survey.  The public believes that 
quality and availability of public services is declining; they want higher spending on 
those services; they are personally willing to pay higher taxes to fund this spending; but 
they think the overall system should be made fairer with high-income earners and big 
businesses paying an appropriate share of tax like they do.

Several factors are driving these sentiments.  Public services are underfunded and have 
been subject to ongoing spending cuts which necessarily reduce quality and access: the 
Commonwealth decision to remove $80 billion from the states’ health and education 
budgets over a decade is only the most visible symbol of this.  The inflammatory rhetoric 
of ‘budget crisis’ in recent years simply fuels public unease about the future direction 
of public services.  Citizens see where services are heading and acknowledge they’d be 
willing to pay more in tax to avoid further deterioration.

Yet perhaps most powerful driver is the regular drumbeat of headlines about the share 
of tax paid by the wealthiest in our society.  Through the media, the public has learnt that 
over one third of large public and multinational companies with incomes over $100m 
paid zero tax in 2013-14, 98 of 321 private companies with incomes of over $200m paid 
zero tax in 2014-15 and 56 individuals with personal incomes over $1 million paid no tax 
in 2013-14.  These disclosures have strengthened perceptions that the tax system unfairly 
benefits the wealthy.

This is the sixth Per Capita Tax Survey.  In February 2016, the Survey asked a 
representative sample of 1,412 adult Australians about their attitudes to a range of 
questions on public spending and tax.

Executive Summary 
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The results of this year’s Survey can be organised into four main groups.  Firstly, the 
public believes we have a revenue problem rather than a spending one.  We need to 
fund more spending rather than cutting our spending to match our revenue capacity.  
Overwhelmingly the public says they wish to see more spending on public services, 
rather than less.  65% of respondents say governments should spend more on services, 
including almost 40% who say we should spend a lot more.  By contrast, less than 12% say 
governments should spend less.

Secondly, there is a growing personal willingness to pay more tax for better services.

64% of respondents say they’d personally pay more tax for better health and aged care 
services, up 12 points from last year.  Almost half (47%) say the same for better schools, 
universities and TAFES, up nine points from last year.  Notably, 43% of people say they’d 
personally be willing to pay more tax for long-term economic growth, suggesting they link 
their tax payments to the kind of public spending - on education, health and infrastructure 
- that sustains economic growth.  These are remarkable statements of ‘willingness-to-pay’.

Next, respondents are clear about how they wish additional revenue to be raised.  First, 
the public does not want further borrowing to pay for increased spending on services: 
only 3% believe this is a good idea.  Instead, the public supports a series of specific 
alternative proposals.  For the most part, these are not additional income taxes but the 
removal of avoidance or concession opportunities which allow people and companies to 
reduce their tax.

Almost 70% believe we should cut down on corporate tax avoidance to pay for more 
services.  57% of respondents say negative gearing should either be restricted or 
abolished.  Support for the removal of the 50% capital gains tax discount has jumped 
by six points over the last year, up to 22%.  Alongside these, there is also strong support 
for raising additional income tax revenue from high-income earners.  Two-thirds of 
respondents believe high-income earners pay too little tax, and almost one half support 
higher income taxes on the top 5% of earners.

Finally, it is strikingly clear that Australians think the tax system is unfair, and favours large 
corporations and the wealthy at the expense of other citizens.  This sentiment is widely 
held and gathering increasing support in the community.  83% of respondents say that 
corporate tax avoidance affects the overall fairness of the tax system, up three points from 
last year.  61% say this avoidance affects it a lot.  When asked which group our tax system 
favours the most, two-thirds of people nominate “the wealthy”, a jump of four points over 
2015.  69% of respondents support a ‘Buffett Rule’ under which the top 1% of earners pay 
a minimum average tax rate.

These findings offer a clear expression of the Australian public’s preferred fiscal policy.  
They’d like taxes raised to fund more spending on services, rather than see spending cut 
to reflect falling revenues.  They’d like to see taxes increased and concessions reduced in 
ways that increase the overall fairness of the tax system, and they think that corporate tax 
avoidance in particular is the place to start.  As detailed policies emerge in the lead up to 
the 2016 Federal election, we’ll see whether Australia’s major political parties agree.
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Over the last 12 months, tax has dominated the Australian public debate.  The debate 
has thrown up a wildly divergent set of proposals for changes to our tax system, 
including but not limited to cutting company tax, raising the GST, limiting concessions 
on superannuation and negative gearing, allowing the states to levy income taxes, and a 
Buffett rule tax on the top 1% of earners.

Much of the debate has lacked coherence, with proponents of one position often 
adopting contradictory positions.  For example, the Treasurer Scott Morrison has told us 
that government must learn to “live within our means” but at the same time proposes a 
cut in company tax which would reduce those means1.

Ultimately though, the central tension in this debate is whether public spending should be 
reduced to close the deficit and allow for further tax cuts or additional revenue be raised 
to meet our long-term spending needs.  Almost all the protagonists in the debate would 
agree with one of these two positions.

However, this is a debate that occurs largely amongst the policy elites.  Public sentiment 
on public services, spending and tax is typically assessed through snap polls which seek 
opinions on one isolated aspect of policy.  Our annual Tax Survey takes a more broad-
based approach to understanding public sentiment towards tax and public services.  

This is the sixth Per Capita Tax Survey, the only regular comprehensive study specifically 
focused on attitudes to public services and tax in Australia.  Once again, we have asked 
a representative sample of Australians for their views on a range of questions on public 
services and tax.  We seek opinions on the quality and desirability of different public 
services, the fairness of individual and business tax contributions, the fairness of the 
overall system and on a range of individual measures that have been prominent in the 
recent policy debate.

Each year we retain a core of about two-thirds of the questions, allowing us to build 
up a time-series trend of attitudes on the fundamentals of tax, services and spending.  
The remaining questions we rotate according to issues of the day, sometimes retaining 
questions over two or three years if the issue endures.

The previous two Surveys showed a distinct shift in public attitudes from the first three 
survey waves.  The first three waves indicated a clear dissatisfaction with levels of tax paid 
– over half of all respondents felt they paid too much tax. 

Introduction  

1 http://www.afr.com/news/politics/morrison-to-cut-company-taxes-income-taxes-to-wait-years-
20160317-gnlhkq
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Then, in 2014, this share fell by 18 percentage points while the share of people who said 
they paid about the right amount jumped by 17 points to a majority of 53%, and these 
numbers remained broadly similar in the 2015 Survey.

This year’s fieldwork was undertaken in February 2016 as an online survey with a 
demographically representative sample of 1,412 Australians. The survey has a sampling 
margin of error of 2.6% at a 95% confidence level.  Where results are described as 
essentially unchanged from last year, this indicates any change is not statistically 
significant.  All changes which are quantified are statistically significant.

The Survey findings are structured as follows.  Section I outlines respondents’ attitudes to 
the level and quality of public services, and levels of debt.  Section II presents individuals’ 
perceptions of their own tax contributions, while Section III does the same for perceptions 
of the overall tax system.  Section IV canvasses a range of individual tax and spending 
issues, including retirement incomes, negative gearing, public education funding, a 
‘Buffett Rule’ and corporate tax avoidance.  Section V covers Australians’ assessments of 
big versus small government, while Section VI presents an overall interpretation of this 
year’s responses.
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Section I:  
Attitudes to Public Spending 
and Debt 

The Survey begins by seeking respondents’ views on various aspects of public service 
delivery in Australia: quality, ease of access, value for money and usefulness.   We ask 
respondents to score these aspects on a scale of 0-10 (see Figure 1).  Since 2014, the 
ranking order of these aspects has remained the same – public services score highest for 
quality and usefulness, followed by ease of access and then value for money.

However, the overall rating for each aspect has declined for the second consecutive year.  
The rating for quality has declined 6.9% since 2014, for usefulness it has declined by 5.2%, 
while the ratings for ease of access and value for money have each declined by 6.8% since 
then.  This is likely to reflect the heightened pressure on Australian public services due to 
increased demand and funding cuts.

The Survey proceeds to respondents’ views on the level of government spending on 
public services (see Figure 2).  As in previous years, a healthy majority of almost two-
thirds (65.3%) believes governments should spend more on public services.  This is a slight 
decline from the previous three survey rounds where support for greater spending held 
steady at 68-70%.  16.7% of respondents stated that government spends about the right 
amount on services, up 2.7% from 2015, while 11.7% believe government should spend 
less (up 3.5% from last year).  
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The Survey then asks respondents about their preferences for the composition of public 
spending (see Figure 3).  In each year since the Survey’s inception, health has been the 
area where most respondents would like to see more government spending and this 
continues in 2016 when 82.6% support this option (unchanged from last year).  Education 
is the second most popular destination for greater spending, with 76.3% support, up 
2.9% from 2015.  Support for more spending on social security is essentially unchanged at 
40.2%, while support for greater defence spending has fallen by 2.9% to 30.1%.  Support 
for spending on foreign aid remains unchanged at 14.9%.
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The next question asks respondents about a menu of policy outcomes, and which they 
would personally be prepared to pay higher taxes to achieve (see Figure 4).  This year saw 
a remarkable response in which there was a significant increase in the preparedness to 
pay higher taxes to achieve every single outcome.  By contrast, the share of people who 
felt none of these outcomes could be achieved through higher taxation fell by 8.5% to 
14.5%. 

63.7% of respondents said they’d be prepared to pay higher taxes for better health and 
aged care services (up 11.8%), while 47.0% would be willing to pay more tax for better 
educational institutions (up 10.3%).  Most notably, the third most popular response was 
that 42.8% of respondents would be prepared to pay higher taxes for long-term economic 
growth (up 12.6%), suggesting significant and growing support for the view that the tax 
take must rise to maintain Australia’s long-term prosperity.

We then turn to the question of how Australia might raise additional revenue to pay 
for quality public services (see figure 5).  The results here are striking.  By far the most 
popular option with 69.6% support is to reduce corporate tax avoidance, a jump of 
4.6% over 2015.  The next most popular options are to raise tax on the top 5% of 
income earners (44.4%), and to cut tax concessions on negative gearing (33.4%) and 
superannuation (31.6%).

Interestingly, in the context of recent debate around the GST, options involving an 
increase in GST collection were poorly supported, with approval ratings of between 
8% and 17%.  The least popular options of all were a broad-based income tax increase 
(4.9%) and increased government borrowing (3.3%).  These suggest on the one hand that 
respondents don’t believe that the current personal tax contributions are fairly structured 
and on the other, that they summarily reject further government borrowing to pay for 
recurrent service delivery.
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In the next question, we turn to borrowing for a different purpose – governments 
taking on debt for long-term investment (see Figure 6).  Opinions on this question are 
much more evenly split.  36.9% of respondents support public borrowing for long-term 
investment, while 35.0% oppose such borrowing.  These figures represent a decline in 
support for this type of borrowing, with a 5.7% drop since 2014.  Conversely, opposition to 
this type of borrowing has grown by 7.4% over the same period.  It seems that politicians 
have not been able to persuade the electorate of what most economists are arguing: that 
the current environment of low interest rates and sluggish growth is the ideal time for 
governments to be borrowing for long-term infrastructure investment.
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In aggregate, these responses give us an overall snapshot of the public’s current attitudes 
to public services and their funding.  Australians believe the usefulness, ease of access 
and value for money of their public services have declined marginally over the last two 
years, an unsurprising response in the face of demand growth and funding cuts.

A strong majority of respondents, around two-thirds, believes that governments should be 
spending more in order to maintain high quality public services.  There is high support for 
greater public spending on health and education, in particular, with over three-quarters of 
respondents calling for increased spending in each of these areas.

Most strikingly, there is an increased willingness by respondents to personally pay higher 
taxes for all the policy outcomes suggested to them, although they still prefer higher 
contributions from higher income earners and big business.   Over 60% of respondents 
would personally pay higher taxes for better health services, and 47% would pay more 
for better education.  Perhaps most surprisingly of all, the outcome which most people 
would pay more tax for, after health and education, is long-term economic growth.  It is 
clear that Australians believe that an increase in tax revenue is necessary for long-term 
prosperity; almost 40% say they would personally pay higher taxes to achieve this.

Finally, there appears to be a dwindling appetite for further government borrowing, 
even if it is for long-term public investment.  Respondents are evenly split on whether 
borrowing for long-term investment is a good idea, while there is overwhelming 
opposition to further government borrowing to pay for recurrent services.
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Section II:  
Personal Tax Obligations 

The next section of the Survey explores people’s attitudes towards personal tax 
contributions, both theirs and others’.  Each of these questions has been included since 
the first round in 2010, and in many ways they form the heart of the Survey since they 
shed light on Australians’ most fundamental interactions with the tax system, their own.

We first ask respondents for their opinions on their own tax contributions (see Figure 7).   
The largest share of respondents, almost half (48.8%), believe that they pay about the 
right amount of tax.  The next largest group, comprising 39.8%, say they pay too much tax, 
while only 2.9% of respondents say they pay too little tax.  These figures are statistically 
unchanged from last year’s results.

In the first three years of the Survey, those who felt they paid too much tax were the 
largest group, and this share grew in the years after 2010.  However, it fell markedly in 
2014 when people appeared to reassess the reasonableness of their own contributions.  
Since then, the share of those who feel their contributions are about right has 
comfortably exceeded those who say they pay too much.
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We then examine attitudes to one’s own tax contributions by age.  These attitudes display 
a distinct parabola pattern in which the youngest and the oldest cohorts primarily believe 
they pay about the right amount of tax, while the age brackets in the middle of the 
distribution are more likely to say they pay too much.

In both the 55-64 and over 65 age brackets, an absolute majority say they pay about the 
right amount of tax.  By contrast, in both the 25-34 and 45-54 age groups, an absolute 
majority state that they pay too much tax.  In the 35-44 year old group, opinion is equally 
split between those who say they pay the right amount and those who think they pay too 
much.

We also evaluate people’s attitudes to their own tax payments by household income.  As 
one would expect, there is an overall pattern in which respondents from lower income 
brackets (who presumably pay less tax) say their contributions are about right, while a 
larger share of those from higher brackets feel they pay too much.

In each income category up to $80,000, the proportion of those who feel their tax 
contribution is about right far exceeds those who say they pay too much tax, by an 
average margin of 24 percentage points.   In every category between $20,000 and 
$80,000, an absolute majority believes their tax is about right.  In the $100,000-150,000 
bracket, the result is the same, albeit by a smaller margin of five points.   By contrast, in 
the highest income brackets of $150,000-200,000 and over $200,000, the largest share 
of respondents believed they paid too much tax, with 46.1% and 48.5% respectively 
maintaining this view.

The notable outlier in this analysis is the income bracket of $80,000-100,000.  This group 
is the only one where an absolute majority (52.4%) say they pay too much tax, a margin of 
12 points over those who say they pay the right amount.
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These analyses by age and income highlight several interesting points.  There are two 
distinct age cohorts who clearly believe they are overtaxed.  The first is the 25-34 year 
old millenials who commonly experience a range of other financial pressures, including 
unaffordable housing and high student debts; it appears they feel tax is unreasonably 
compounding this burden.  The other is the 45-54 year old age group, who are most likely 
to be raising families and therefore in the most financially demanding periods of their 
lives.

The remaining point of note is the fact that those in $80,000-100,000 income households 
feel more overtaxed than any other group.  This is the income point where the individual 
marginal tax rate jumps from from 32.5% to 37%, a change which would be felt by 
respondents in single-income households.  This income bracket appears to be the one 
where the combination of in-work income and reduced benefit payments, cost of living 
pressures and a higher marginal tax rate come together to create the strongest sense of 
overtaxation.
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Section III:  
Fairness of the Tax System 

The Survey then explores perceptions of the overall integrity of the tax system.  It asks 
about the relative fairness of contributions from low-, middle- and high-income earners, 
from small and big businesses and about whom the system favours the most.  The 
majority of questions have been asked since the first Survey round, allowing us to build a 
picture of trends in popular sentiment since 2010.

We have seen a significant change over the last year in perceptions of low-income 
earners’ tax contributions (see Figure 10).  There has been a jump of six percentage points 
in those who say low-income earners pay too much tax.  49.5% of respondents believe 
this, compared with 40.5% who say low-income earners’ tax payments are about right 
(down three points over the last year).  The share who say they pay too much remains 
essentially unchanged at 4.5%.
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An outright majority of respondents (54.2%) state that middle-income earners pay about 
the right amount of tax, effectively unchanged from last year (see Figure 11).  However, 
there was also a marked increase over the past year in the share who say that middle-
income earners pay too much tax, up six points to 38.1%.

The most strongly held view in this section of the Survey is that high-income earners 
pay too little tax (see Figure 12).  This is supported by around two-thirds of respondents 
(65.7%), and is unchanged from 2015.  Less than one-fifth of people (19.0%) say that high-
income earners pay about the right amount of tax, while around one-tenth (10.4%) say 
that high-income earners pay too much.  Both these levels are similar to last year.
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Given the strength of opinion about high-income earners’ contributions, it is worth 
examining these responses in more detail.  We have examined the gap between those 
who believe high-income earners pay too much and those who think they pay too little by 
age, household income and political persuasion.

In each age bracket, an outright majority believes that high-income earners pay too little 
tax (see Figure 13).  The intensity of this belief increases consistently with age, from 51.3% 
support in the 18-24 age bracket to 78.4% in the over 65 bracket.  The gap between those 
who think they pay too little and those who think they pay too much increases similarly 
with age, from 30.6% amongst 18-24 year olds to 77.3% for over 65s.

An outright majority also supports this view in every income bracket except over $200,000 
p.a. (see Figure 14).  The strength of this view is remarkably consistent for incomes 
between $20,000 and $150,000, ranging between 69% and 74%.  It falls to 55.9% for 
incomes between $150,000 and $200,000 and then to 45.5% for the over $200,000 
income bracket.  The gap between this stance and the view that high-income earners pay 
too little tax decreases steadily with income above $20,000.  The over $200,000 group has 
the largest share who say high-earners pay too much tax, at 28.8%.
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We also analyse the responses by voting intention at the next Federal election (see Figure 
15).  At least 60% of the supporters of every major party believe that high-income earners 
pay too little tax.  Conversely, less than one-fifth of supporters of every party believe high-
income earners pay too much.  The perception of inadequate contributions from those at 
the top is shared across the political spectrum. 

The final piece of analysis we have undertaken on perceptions of fairness of individuals’ 
tax contributions examines high-income earners’ views of their own tax contributions 
relative to the contributions of other high-income earners (see Figure 16).  In past 
Survey rounds, we have observed a cognitive dissonance where those on high incomes 
simultaneously believe that high-income earners pay too little tax but they themselves 
pay too much.  After all, if they are high-income earners, and high-income earners pay too 
little, why don’t they pay too little?

This dissonance has increased somewhat this year.  Of those high-income respondents 
(>$150,000 p.a.) who say they personally pay too much tax, 41.8% say other high earners 
generally pay too little tax, up three points from 2015.  Of those who say they personally 
pay about the right amount of tax, 56.8% feel that high earners generally pay too little, 
unchanged from last year.
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The Survey also asks which group the tax systems as a whole favours most (see Figure 
17).  A large majority of almost two-thirds of respondents (65.9%) say that the system 
favours the wealthy the most, an increase of four percentage points over last year.  15.8% 
of respondents say the system most favours those on welfare, while less than two percent 
say it favours either younger or older people most.  All of these results are unchanged 
from 2015.  There has been a fall of seven percentage points in those who believe the tax 
system favours no-one, to a level of 1.4%.

The Survey then turns to attitudes towards business tax contributions.  For the third year 
in succession, over three-quarters of respondents (77.5%) say that big businesses pay too 
little tax (see Figure 18).  This represents a long-term increase of about ten percentage 
points over the first three Survey rounds from 2010.  13.0% of respondents say that big 
business pays the right amount of tax, while 4.2% say it pays too much, both unchanged 
from last year.
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Attitudes towards small business tax contributions are quite different to those towards big 
business (see Figure 19).  Only 4.7% believe that small businesses pay too little tax.  The 
largest group of respondents (48.7%) say small businesses pay the right amount of tax, up 
five points from last year, while 38.2% say they pay too much, up four points. 

The last question in this sections asks about the impact of corporate tax avoidance on 
the fairness of the tax system (see Figure 20).  Over three-fifths of respondents (60.6%) 
say that corporate tax avoidance affects the fairness of the tax system a lot, up three 
percentage points from last year.  A further 22.1% say it affects the system somewhat.  
5.5% say the impact of corporate tax avoidance is very little, while 2.0% believe it has no 
effect at all. 
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In aggregate, the results from this section paint a clear picture.  Australians believe 
strongly that the tax system is distorted in favour of high-income earners and big business 
who pay too little tax, and against low-income earners and small businesses who pay 
too much.  Two-thirds believe high earners pay too little tax and three-quarters feel big 
businesses do.  In every age group, every political persuasion and every income bracket 
except those over $200,000, an absolute majority agree that high earners pay too little.  
Over two-thirds think our tax system most favours the wealthy, and 80% believe that 
corporate tax avoidance reduces the fairness of the system either somewhat or a lot.

If anything, these sentiments have strengthened over the last 12 months.  There have 
been statistically significant jumps in those who say low-income earners pay too much tax, 
who say the system most favours the wealthy, and who say that company tax avoidance 
affects the system a lot.
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Section IV:  
Current Issues in the Policy 
Debate 

The Survey now turns to the examination of a range of issues that have dominated the 
policy debate in recent years.  In 2016, we have retained questions from previous years’ 
Surveys that cover retirement incomes, public education funding and negative gearing.  
We have discarded a question on a proposed Medicare co-payment which has now been 
dropped as Federal government policy, and added a further question on a so-called 
‘Buffett Rule’, a minimum income tax on high-income earners which the Labor Party 
resolved at its most recent national conference to consider as a formal policy position.

Retirement incomes

Taxation in the retirement incomes system, particularly of superannuation, has provided 
one of the most contentious policy debates of recent years.  The concessions available on 
superannuation contributions are widely considered to be regressive, disproportionately 
favouring high-income earners.  The Murray Inquiry (2014) into the financial system found 
that 38% of concessions flowed to the top 10% of income earners.

Labor has proposed removing the tax-free status of income on superannuation balances 
over $1.5m and reducing the rates of concession for those earning between $250,000 and 
$300,000.  It has been widely reported that the Coalition Government is planning even 
greater tightening of superannuation tax concessions in the forthcoming May budget.

This debate has been compounded by the growing realization that private retirement 
income savings will be insufficient for many people, due to longer lives, ongoing low 
yields, asset market volatility, and periods out the workforce, applicable especially to 
women.

Given this, the Survey asks people how they feel we should be increasing retirement 
incomes to pay for longer lives (see Figure 21).  The most popular response, supported by 
one-third of respondents (33.0%), is to have higher rates of superannuation contribution, 
although this support has fallen three points since last year.  The next most popular with 
24.9% is for further tax concessions on superannuation, noteworthy in light of the above 
policy debate.  There has been a marked increase in people who say we should change 
the age pension rate (up seven points to 18.0%), and an offsetting fall in those who say we 
should work longer hours (down four points to 8.0%).  In sum, it appears Australians are 
most focused on measures that lift their superannuation balances, followed by increases 
to the pension.  The prospect of working longer has low and falling support.
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Education funding

The education funding debate in Australia remains heated.  The Turnbull government 
continues to maintain it will not fund the final (and largest) two years of spending on 
public schools under the Gonski reforms.  This is part of a broader plan to withdraw 
$80 billion in health and education from the states over the next decade, purportedly 
to improve the Commonwealth’s fiscal position.  In March 2016, the government made 
a short-lived, ill-fated proposal that the states levy their own income taxes to pay for 
growing expenditure on hospitals and schools.

For the last three years, our Survey has asked Australians how they would prefer to pay 
for any funding increase to public schools (see Figure 22).  Almost half of respondents 
(47.3%) say their preferred option would be to cut spending on non-government schools, 
approximately the same share as last year.  A further 32.1% state the governments should 
cut other spending to increase public school funding.  Only 4.5% say that taxes should be 
raised to increase public schools’ funds.  This is something of a contrast to the 47.0% who 
say they’d personally be willing to pay higher taxes for better schools, universities and 
TAFEs (see Figure 4 above).
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Negative gearing

Negative gearing has remained prominent in the public policy debate over the last 12 
months against a backdrop of worsening housing affordability.  Most notably, Labor has 
proposed a major departure from Australia’s longstanding policy of offering personal 
tax deductions for interest payments on investment property loans.  Should it win 
government, Labor plans to restrict these tax deductions to new-build investment 
property only.   It will also halve the capital gains discount on assets held longer than 
12 months from 50% to 25%.  The Coalition plans to leave existing negative gearing and 
capital gains policies intact.

For the second year, the Tax Survey asks respondents which, if any, changes they would 
like to see made to negative gearing (see Figure 23).  Uniquely in this Survey, the largest 
share of people (24.5%) say they are unsure or don’t know, suggesting much public 
uncertainty around this issue.  The most popular remaining option (with 18.9% support) is 
to restrict negative gearing to both new-build and affordable housing.  12.5% say it should 
be restricted to affordable housing only, while 10.6% say it should be limited to new-build 
only.  15.4% believe negative gearing should be abolished completely, while 18.1% state it 
should remain untouched.

A ‘Buffett Rule’

A Buffett Rule, named after famed American investor Warren Buffett, holds that high-
income households should not pay a lower share of their income in tax than middle-class 
households pay.  Twice in recent years, President Obama proposed a specific policy based 
on this rule stating that no American millionaire should pay less than 30% in tax, but this 
proposal has been rebuffed by the US Congress.

The idea entered the Australian public debate when, at its 2015 National Conference, the 
ALP resolved to consider a minimum income tax rate on Australians earning over $300,000 
a year.  Recent ATO disclosures have shown that dozens of Australians with incomes over 
$1 million dollars pay no income tax at all, and the recent release of the Panama Papers 
has further contributed to perceptions of unfairness in the tax system.  While this is not 
yet formal Labor policy, it is another response to the growing dissatisfaction at the tax 
contributions of very high-income earners.
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In light of this, the 2016 Survey asked for the first time whether there should be a 
minimum overall tax rate for very high-income earners, defined as the top 1% of earners 
(see Figure 24).  A large majority (69.1%) said that they would support such a proposal.  
This exceeded the share of those who opposed the proposal (at 14.4%) by over four to 
one.  A further 16.6% said they were unsure about the concept of a Buffett Rule.
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Section V:  
International Tax 
Comparisons 

The last set of questions in the Survey explores people’s perceptions of tax and spending 
levels in Australia relative to those in other OECD countries.  The argument over whether 
Australia has a ‘spending problem’ or a ‘revenue problem’ has crippled Australia’s fiscal 
policy and tax reform debate in the last few years.  This is essentially a debate over 
whether we are spending too much or raising too little.  Given this, it is instructive 
to understand how ordinary citizens perceive the extent of taxation and spending in 
Australia, and how we compare to other similar countries.

The responses clearly indicate that Australians continue to feel they live in a high-taxing 
big government country (see Figure 25), and this feeling is becoming more pronounced.  
An outright majority (52.0%) hold this view, an increase of five points over 2015.  Almost 
one-third of people (31.4%) say that Australia is a mid-range taxing country with a mid-
sized government but this share has fallen by an offsetting five points since last year.  Very 
few people (5.2%) believe Australia is a low-taxing, small government nation.
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It is interesting to compare these perceptions against Australia’s actual tax and spending 
intensity.  The empirical data show that the majority of respondents who believe that 
we are a high-taxing, big government place are quite wrong by international standards 
(see Figure 26).  Australia ranks 29th out of 34 OECD countries in size of government, as 
measured as the tax share of GDP, slipping one place over the last year.  Our tax:GDP ratio 
is 27.5% compared with an OECD average of 34.2% and a maximum level (for Denmark) of 
47.6%.

Again, we see that the presumption in our public debate that we are a high-taxing country 
and the corresponding belief amongst the wider public is far removed from our objective 
situation.  This gulf between perception and reality acts to distort much of the debate on 
our ‘spending versus revenue’ problem.
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Section VI:  
Concluding Thoughts for  
Policymakers 

The 2016 Per Capita Tax Survey presents conclusive evidence of the Australian public’s 
preferences for the resolution of the major public spending and tax policy choices facing 
the country today.  The public debate has focused on competing diagnoses of ‘spending 
problems’ and ‘revenue problems’ and the right approaches to ‘fixing’ any such problems.

The diverse approaches mooted by policy leaders include ongoing spending cuts across 
government, a GST increase, reduced tax concessions on housing and superannuation, 
the ability for states to levy their own taxes, crackdowns on corporate tax avoidance and a 
‘Buffett Rule’ minimum income tax rate on high-income earners.  The 2016 Survey sheds 
light on all of these.

Many results are in keeping with the results of the previous two years, after a major shift 
in 2014.  An outright majority of people feel they pay the right amount of tax, rather than 
too much.  Large majorities believe that high income earners and big business pay too 
little tax.  These majorities exist in every age cohort, across every political persuasion and 
in every income bracket except those over $200,000.  The demand for increased public 
spending on services, particularly health and education, remains remarkably high at over 
75%.s

Beyond these continuing trends, there are four main conclusions to draw from the 2016 
Survey results.  Firstly, in the public mind, the question of whether Australia faces a 
revenue problem or a spending problem is very clear.  To recap, a ‘revenue problem’ 
means we need more revenue ito fund current spending; a ‘spending problem’ means we 
are spending too much given our revenue capacity.  

Overwhelming the public says they wish to see more spending on public services, rather 
than less.  Two-thirds of respondents say governments should spend more on services, 
including almost 40% who say we should spend a lot more.  By contrast, less than 12% 
say governments should spend less.  The inference is clear: the public believes we have a 
revenue problem rather than a spending problem.

This finding is further supported by responses showing that Australians feel that the 
quality, usefulness, access and value for money of public services are declining – a 
symptom of simultaneous demand growth and spending cuts.  This is not a function of 
spending beyond our means.  Instead it reflects spending cuts imposed in response to the 
perception of a fixed revenue constraint.

This public recognition of insufficient revenue rather than excessive spending leads to a 
second insight.  It immediately begs the question of how we should find extra revenue to 
meet the demand for increased spending on services.  
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The second major insight is that there is a growing personal willingness to pay additional 
tax for improved service outcomes.

Almost two-thirds of respondents say they’d personally pay more tax for better health 
and aged care services, up 12 points from last year.  Almost half say the same for better 
schools, universities and TAFES, up nine points from last year.  Most remarkably, over forty 
percent of people say they’d personally be willing to pay more tax for long-term economic 
growth.  This indicates that a significant share of the population understands the links 
between their tax contributions, government tax receipts and the types of public spending 
that sustain economic growth – on education, health and infrastructure.  They believe we 
need to be paying more tax to fund the spending that sustains this economic growth, 
and are willing to do so themselves.

What’s more, there is a third insight to be drawn from the public’s willingness to pay 
greater tax.  Not only do they wish tax contributions to be increased to pay for better 
services, they have told us how they wish this additional revenue to be raised.  First, 
the public does not want further borrowing to pay for increased spending on services: 
only 3% believe this is a good idea.  Even borrowing to pay for long-term investment only 
receives the support of a third of respondents, with an equal number opposed.

Instead, there are a series of specific alternative proposals the public supports to raise 
greater revenue.  For the most part, these are not additional income taxes but the 
removal of avoidance or concession opportunities which allow people and companies 
to reduce their tax.  Almost 70% believe we should cut down on corporate tax avoidance 
to pay for more services.  57% of respondents say negative gearing should either be 
restricted or abolished.  Support for the removal of the 50% capital gains tax discount has 
jumped by six points over the last year, up to 22%.

Alongside these proposals, there is also strong support for raising additional income 
tax revenue from high-income earners.  Two-thirds of respondents believe high-income 
earners pay too little tax, and almost one half support higher income taxes on the top 5% 
of earners.

Another notable finding is that some of the options presented by political leaders to 
address Australia’s fiscal gap enjoy minimal public support.  Only 17% support raising 
the rate of the GST, and only 14% support broadening the base.  Less than 10% of 
people believe we should be working longer to increase retirement incomes, down four 
points since 2015.  It appears policymakers should be looking elsewhere for solutions to 
Australia’s tax and spending challenges, and as this Survey reveals, public preferences are 
very clear.

Finally, we turn to the fourth and most pronounced finding of the Survey.  The results 
show overwhelmingly that Australians think the tax system is unfair, and favours large 
corporations and the wealthy at the expense of other citizens.  This sentiment is widely 
held and gathering increasing support in the community.

We have discussed above the widespread views that both big businesses and high-
income earners pay too little tax, and the finding that cutting corporate tax avoidance and 
increasing income tax on the top 5% are the two most popular mechanisms for raising 
extra revenue.

But the perception of unfairness extends further than these findings.  83% of respondents 
say that corporate tax avoidance affects the overall fairness of the tax system, up three 
points from last year.  61% say this avoidance affects it a lot.  When asked which group our 
tax system favours the most, two-thirds of people nominate “the wealthy”, a jump of four 
points over 2015, and a remarkable 69% of respondents support a ‘Buffett Rule’ under 
which the top 1% of earners pay a minimum average tax rate.

These sentiments cut to the heart of the current tax debate.  At a time when Australians 
are feeling the quality of their public services is declining, there is a growing belief that
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the tax system explicitly favours the wealthiest in our society who have least need for 
these services.  By not paying their fair share, the very wealthy are undermining the public 
services that the vast majority of Australians rely upon.

These perceptions are fuelled by regular media revelations about the tax contributions 
of corporations and the wealthy, and suspicions are further heightened by elaborate 
attempts to keep such information from the public.  In recent months, we have discovered 
that over one-third of large public and multinational companies with incomes over $100m 
paid zero tax in 2013-14.  98 of 321 private companies with incomes of over $200m paid 
zero tax in 2014-15.  56 individuals with personal incomes over $1 million paid no tax in 
2013-14.  

Public anger at the ability of these companies and individuals to avoid tax is growing, and 
the results of this year’s Survey shed light on that anger.  It is particularly pronounced in 
the middle income bracket of $80,000-100,000, and amongst Gen Ys and child-raising 
families who feel they are bearing a disproportionate share of tax contributions.

How should policymakers respond to the insights offered by the Survey?  Public sentiment 
should not be the dominant factor in policymaking, but when strong, consistent public 
preferences emerge over time, as in this Survey, they do warrant attention.

The first lesson for policymakers to draw is that Australians don’t believe in the so-called 
‘spending problem’, that public spending is excessive.  On the contrary, they would prefer 
to see more spending, and recognize that higher tax payments are necessary to enable 
this.  This is a useful starting point for the Turnbull Government as it approaches the 
upcoming budget, and for both sides of politics as they form their election platforms for 
the 2016 ballot.  We need to raise revenue to fund higher spending, not cut spending to 
match constrained tax receipts.

So politicians should be looking for options to increase the tax take.  Labor has implicitly 
committed to this position for some time, and more recently the Coalition has also 
conceded that some taxes must rise.  However, the second lesson is that they should 
increase taxes in ways which improve the fairness of the system.  The option that had 
been most visibly floated by the Government, an increase in the GST rate and/or base, 
enjoys little support amongst the public, perhaps because its regressive nature meant it 
was seen as unfair.  It has now been discarded.

To give them their due, both major parties have either committed to or strongly hinted at 
changes in this direction ahead of the forthcoming campaign.   Labor has led this debate, 
proposing reductions in concessions on negative gearing and superannuation, both of 
which are supported in the Survey results.  More recently, the Coalition has indicated that 
its cuts to superannuation concessions in the forthcoming budget will be deeper still than 
Labor’s, raising even more revenue.  There are opportunities to go even further, such as 
a Buffett Rule, and the survey responses show that there would be widespread public 
support for this.

The related, perhaps more pressing need is to crack down on corporate tax avoidance.  
Again, both sides of politics have signaled a recognition of the problem and voiced a 
willingness to act on it, but effective action appears more difficult than in the area of 
personal taxation.  Labor says it will limit the amount of debt against which companies 
can claim deductions, and bolster the resources of the ATO to improve compliance.  More 
recently, the Coalition has announced plans to create a public register displaying the 
beneficial owners of shell companies.

It is unlikely that any of these measures will go far enough to temper public anger at 
corporate tax avoidance.  Until big companies start paying contributions closer to the 
statutory company tax rate, the public will continue to ask why they are required to do 
so when others aren’t.  More stringent measures might include tighter restrictions on 
arbitrary transfer pricing, compulsory taxation in the jurisdiction where the economic 
production occurs, and perhaps even a Buffett Rule for large corporations. 
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The third lesson policymakers should take from the Survey is that the group in the income 
distribution which feels most pressure from the tax system is households earning $80,000-
100,000 p.a.  If some of the proceeds from the removal of concessions are eventually to 
be used to address bracket creep, as some politicians suggest, we would do well to target 
this income group as a first priority.  One simple step here would be to lift the entry point 
for the 37.5% marginal rate from $80,000.  This would reduce the relative tax contribution 
of single-income households in this group, but it would need to be paid for by increased 
revenue elsewhere.

Taken together, the 2016 Tax Survey results provide something of a roadmap for the 
direction of the tax system preferred by the Australian public.  The outstanding question is 
whether our political leaders will be bold enough to embrace it.
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1) Thinking about Australia’s public services generally (e.g. health and education), on a 
scale of 0 – 10 how would you rate them on the following factors (where 0 = poor and 10 
= excellent):

 a) Quality

 b) Ease of access

 c) Value for money

 d) Usefulness to you

2) Which of the following statements best describes your views on government spending 
and public services?

 a) Governments should spend a lot more on public services 

 b) Governments should spend a little more on public services 

 c) Governments are spending about the right amount on public services 

 d) Governments should spend a little less on public services 

 e) Governments should spend a lot less on public services 

 f) Not sure/don’t know

3) Would you like to see more or less government spending in each of these areas?

(For each choice, provide options: spend much more; spend a little more; spend the same 
as now; spend a little less; spend much less; not sure/don’t know)

 a) Health 

 b) Education

 c) Defence

 d) Social security/welfare

 e) Overseas aid

Appendix:  
Questions for 2016                
Per Capita Tax Survey 
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4) Which of these outcomes would you be prepared to pay higher taxes for? Please select 
all that apply. [randomised order]

 a) Better schools, universities & TAFEs

 b) Lower unemployment

 c) Less inequality

 d) Better health and aged care services

 e) Better childcare services

 f) Better transportation systems

 g) Lower greenhouse gas emissions

 h) A national broadband network

 i) Long-term economic growth

 j) None of these can be achieved by raising taxes

5) If you wanted to raise more tax in Australia to pay for quality public services, which of 
the following approaches would you support? (choose as many as you wish):

 a) Raise personal income tax rates

 b) Raise income taxes on the top 5% of income earners

 c) Raise the rate of GST 

 d) Broaden the GST base to include all items

 e) Broaden the GST base to include private education and private health insurance  
  only

 f) Remove the 50% discount on capital gains tax 

 g) Cut superannuation tax concessions, where over 50% of all concessions go to top  
  one-fifth of income earners

 h) Cut negative gearing tax concessions, where over 50% of all concessions go to  
  top one-fifth of income earners

 i) A broad-based tax on land ownership (a land tax)

 j) A financial transactions tax payable by institutional investors

 k) A wealth tax on financial assets 

 l) A crackdown on corporate tax avoidance, such as the offshoring of profits to low- 
  tax jurisdictions

 m) By borrowing more

 n) None of these

6) In the past, governments have borrowed for long-term investment in the same way 
people take out a mortgage for a house. Are you in favour of such borrowing?

 a) Yes

 b) No

 c) Not sure
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7) In your opinion, do you pay…?

 a) Too much tax

 b) About the right amount of tax

 c) Not enough tax

 d) Not sure/don’t know

8) In thinking about the overall fairness of the tax system, do the following groups pay too 
little or too much tax? 

(options: pay too much tax, pay about the right amount of tax, pay too little tax, not sure/
don’t know)

 a) Small businesses

 b) Big businesses and corporations

 c) Low-income earners

 d) Middle-income earners

 e) High-income earners

9) Which group do you think our tax system favours the most?

 a) the wealthy

 b) those on welfare

 c) older people

 d) younger people

 e) any other group

 f) no particular group

 g) not sure/don’t know

10) Do you agree with the idea of a Medicare co-payment?  If so, how much do you think 
the co-payment should be per visit?

 a) Yes, I think it should be a $5 co-payment

 b) Yes, I think it should be a $7 co-payment

 c) Yes, I think it should be a co-payment of another amount

 d) No, I do not agree with the idea of a co-payment

 e) Not sure/don’t know

11) To what extent do you think corporate tax avoidance affects the overall fairness of the 
taxation system? 

 a) Not at all

 b) Very little

 c) Somewhat

 d) A lot

 e) Not sure/don’t know 
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12) When thinking about retirement income to provide for longer life expectancies, do 
you think this income should be funded by:

 a) Higher superannuation contributions

 b) Further tax concessions on superannuation

 c) Working longer

 d) Changing the rate of the aged pension

 e) Not sure/don’t know

13) If government is to increase funding to public schools, how should it be paid for?

 a) By raising taxes

 b) By cutting spending on non-government schools

 c) By cutting other spending

 d) Other

 e) Not sure/don’t know 

14) Negative gearing is a favourable tax concession for those who own investment 
properties. Which of the following changes do you think should be made to negative 
gearing?

 a) Negative gearing should be restricted to new-build housing only, to increase the  
  supply of new housing

 b) Negative gearing should be restricted to affordable housing only, to increase the  
  supply of affordable housing

 c) Negative gearing should be restricted to both new-build and affordable housing,  
  to increase the supply of both

 d) Negative gearing should be abolished completely

 e) Negative gearing should not be restricted at all

 f) Not sure/don’t know

15) When compared with other developed countries, do you think Australia is…? 
[randomised order] 

 a) A high-taxing, big government country

 b) A low-taxing, small government country

 c) A mid-range taxing country with a mid-sized government

 d) Not sure/don’t know
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