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Glossary
	CAPITA
	Microsimulation model of Australia’s income tax and transfer system, provided by the Australian Treasury. The model was augmented and used by the Commission in its analysis.

	Churn
	When families simultaneously pay income taxes and receive transfers.

	Concentration coefficient
	Measures the degree to which taxes or transfers are distributed between people on different incomes.

	Effective average tax rate
	The total amount of tax paid less the total amount of transfers received divided by private income.

	Effective marginal tax rate
	Additional tax paid less the amount of transfer payments forgone for each extra unit of private income.

	Final income
	Private income adjusted for transfer payments, taxes on personal income, taxes on goods and services and in-kind services (such as health and education).

	Gini coefficient
	Measures how much the distribution of income among individuals or households within an economy deviates from a perfectly equal distribution.

	Income taxes
	Taxes on income levied by the Australian Government, including personal income tax, company income tax, superannuation fund taxes and fringe benefits tax.

	Indirect taxes
	Indirect taxes levied by the Australian Government, including the GST, excises (for example, on fuel, beer and tobacco), customs duties, wine equalisation tax and the luxury car tax.

	Marginal tax rate
	The additional tax paid on an extra unit of taxable income.

	OECD-10
	Australia, Canada, Ireland, Japan, the Netherlands, New Zealand, Spain, Switzerland, the United Kingdom and the United States.

	
	


	Private income
	Income before any taxes, transfers or in-kind services are taken into account. This includes all income from wages, salaries and unincorporated businesses, income from superannuation, private pensions and annuities, investment income including dividends and other non-government income.

	Progressivity
	Under a progressive tax, the percentage of income paid as tax increases as income rises. In the case of personal income taxes, people with lower income pay a lower percentage of that income in tax than do those with higher income. 

	Participation tax rate
	Additional tax paid less the amount of transfer payments forgone for an extra unit of income, where the unit of income is equivalent to the amount that someone would receive if they entered paid work.
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