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Context
ÅLabourparticipation is critical for the 

economic growth
ÅIncrease total revenue via PIT 

ÅDetermine the slack of labour 
market

ÅAvoid inflationary and involuntary 
unemployment 

ÅAustralia ςan aging population: 
ÅStable participation rate on average 

ÅTarget to increase the number of female 
worker 

ÅWhat has the Gov done? 
ÅChildcare support, Youth allowances, 

Mid-low incometax deduction 
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Research questions 

ÅShortcoming of structural labor supply 
model 
ÅStrong assumptions on utility function 

ÅSymmetric assumptions

ÅDo not capture the combination effects of 
both tax and transfer dimensions  

ÅProposed alternative method
ÅParticipationtax rate (PTRs)capturesthe after-tax

financial gain: how much net income changeif
havinga job

ÅPTR: extensivemarginanalysis

ÅContributionof the method
ÅReflect the policydesign

ÅCapturethe dynamicsof LF: employedto out of
work (E-O)andout of work to employed(O-E)

What are the distribution of PTRsover
time in Australia?

Does PTRsplay an important role in
estimating the labor forceparticipation
trend in Australia?

What the differencesin comparingthe
impacts of PTR on probability of
taking/giving up works?
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Methodology

ὖὝὙ ρ
ὣ ὣ

Ὁ
Åὣ is unit disposable income if individual i of unit h in work 

Åὣ is unit disposable income if individual i of unit h unemployed 

ÅὉ is labor earning of individual i in the labor market

ÅHILDA 19: 25-60 years old, higher than minimum wage rate 

ÅModel: Stinmod+ for tax calculation and Heckman model for unobserved wage rate estimates 

ÅAssumption: 
ÅFull time workers: 40 hours per week 
Å! ŎƘŀƴƎŜ ƛƴ ƻƴŜ ǇŀǊǘƴŜǊΩǎ ōŜƘŀǾƛƻǊǎ ǿƻǳƭŘ ƴƻǘ ŀŦŦŜŎǘ ǘƘŜ ƻǘƘŜǊ ƻǊ ƻǘƘŜǊ ƛƴŎƻƳŜ ǎƻǳǊŎŜǎ ǊŀǘƘŜǊ ǘƘŀƴ 

labor
ÅChildcare subsidies: children under 6 years old. 
ÅTime of childcare depend on working time of parents. 
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Methodology 

╟╔╤░◄ ╤╔░◄╔╤░◄ ♬╟╣╡░▐ ╧ᴂ░◄♫ ♪░╟╣╡░▐╧ᴂ░◄ Ⱨ◄ ░ꜗ◄

ÅὖὝὙ ȡPTRs in assumption of full  time working 40 hours/weeks 

Åὢᴂ : log wage rate, age 

Å‘ : Year dummies and state dummies capture business cycle fluctuation affecting labor demand. 

Å‌ : Interaction terms among dependents variables in order to capture unobserved heterogeneity

Å‭ : The error term

ÅGrouping by gender, education and family type (28 groups) allows plenty heterogeneities to capture the varying impact of tax 
policy on different groups
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The statistical description of key variables
Variables Men Women 

Age 41 42

Income per fortnight (AUD) 2516 2236

Education level

Post-graduate 5% 5%

Bachelor 19% 25%

Certificate 38% 28%

Year 12 11% 13%

Year11 and below 26% 28%

Family type

single 24% 18%

single parent 2% 10%

Couple 30% 30%

Couple with children 45% 42%

Has child under 4 19% 20%

Number of observations 89191 9500013/07/2021 nhung.nguyen@canberra.edu.au



Results ςPTR Distribution

ÅDownward trend of PTRs for 
both men and women 

ÅPTRs decrease from 2001-
2010, then increase from 
2016 

ÅTax reform in 2004-2006

ÅFinancial crisis 2008 

ÅTax reform in 2013

ÅPTRs of women are higher 
than men 

ÅYoung person: eligible of 
higher benefits, higher PTR  

ÅHighest PTR of single and 
lowest PTR for couple due to 
benefits and joint tax systems 
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Result - PTR and labour
force transition 

ÅPTR correlates with transitions

ÅWith the non parameter estimate, Higher PTR will 
have a lower probability in taking up work.

PTRs and probability of E-O by gender PTRs and probability of O-E by gender 
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General trend of PTR marginal effect by age and income

Source: Author calculated from HILDA1913/07/2021 nhung.nguyen@canberra.edu.au



Results: PTR marginal effect by age 
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Results: PTR marginal effect by age 



Results: PTR marginal effect by age 
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Results: PTR marginal effect by income
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