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CO nteXt Participation rate, Seasonally adjusted

ALabourparticipation is critical for the 75
economic growth

A Increase total revenue via PIT W
70

A Determine the slack of labour
market

A Avoid inflationary and involuntary
unemployment

65 W
A Australiac an aging population:

A Stable participation rate on average 60 W

A Target to increase the number of female
worker
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Research questions

AShortcoming of structural labor supply
model %i

A Strong assumptions on utility functio..

A Symmetric assumptions

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

What are the distribution of PTRover
time in Australia?

: — Does PTRsplay an important role in
AProposed alternative method == estimatingthe labor force participation

A Participationtax rate (PTRsyapturesthe after-tax : :
financial gain _how much net income changeif  tr€ndin Australia?

havingajob
A PTRextensivenarginanalysis & . What the differencesin comparingthe
AContributionof the method & impacts of PTR on probability of
A Reflectthe policydesign ~ taking/giving up works?

A Capturethe dynamicsof LE employedto out of
work (F0O)andout of work to employed(O-E)




Methodology
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A is unit disposable income if individuadf unit h in work

0°Y p

A is unit disposable income if individuadf unit h unemployed
A'O is labor earning of individualn the labor market

A HILDA 19: 280 years old, higher than minimum wage rate
A Model: Stinmodr for tax calculation and Heckman model for unobserved wage rate estimates

A Assumption:
A Full time workers: 40 hours per week - X ) . ,
All ] OKIFy3aS Ay 2yS LI NIUYSNQaE O0SKIQGA2NR @g2dz R y20 I FTF
abor
A Childcare subsidies: children under 6 years old.
A Time of childcare depend on working time of parents.



Methodology
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A0 Y d PTRs in assumption of full time working 40 hours/weeks

A (xe : log wage rate, age

A* :Year dummies and state dummies capture business cycle fluctuation affecting labor demand.
A| :Interaction terms among dependents variables in order to capture unobserved heterogeneity
AT : The error term

A Grouping by gender, education and family type (28 groafisjvs plenty heterogeneities to capture the varying impact of t:
policy on ditferent groups



The statistical description of key variables

Variables Men Women
Age 41 42
Income per fortnight (AUD) 2516 2236
Education level
Postgraduate 5% 5%
Bachelor 19% 25%
Certificate 38% 28%
Year 12 11% 13%
Yearll 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%
Numbert of observations nhung.nouyang g g edu-au 95000




RGSU"[& PTR Distributio PTR median and age group by gender

Men Women
H
0

.55
1

A Downward trend of PTRs for
both men and women

A PTRs decrease from 2001 ik @
2010, then increase from
2016

A Tax reform in 2002006
A Financial crisis 2008
A Tax reform in 2013

PTR
4 45
PTR
4 45
| 1

0 0
APTRs of women are higher ) )
than men . .
A Young person: eligible of LRSI LIPS S A
higher benefits, higher PTR 88858855358588888% S8R888855288585288%
A Highest PTR of single and veer vear

lowest PTR for couple due to
benefits and joint tax systems

—@— 25-35 —@— 35-45 —@— 4555 —0— 55-60

Source: Calculated based on HILDA data
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Result PTR anthbour
force transition

PTRs and probability of@& by gender

APTR correlates with transitions

A With the non parameter estimate, Higher PTF
have a lower probability in taking up work.

PTRs and probability ofB by gender
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General trend of PTR marginal effect by age and inc

Ipoly of PTR marginal effect and age Ipoly of PTR marginal effect and income
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Results: PTR marginal effect by age
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Results: PTR marginal effect by age

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

Single E-O

Bechelor and higher

-~ |

OI i

W

x -~

o <R

(@] \ ~

BO | 7 ! ~

g —— \'__ﬁ =
RN

T T I T I T T ] I
1800 2000 2200 2400 2600 3000 3200 3600 4000
wage rate per fortnight

Year 12

2 4 6
I 1 1

0]

Effect on PR(E-O)

T T T T T T T T T
1800 2000 2200 2400 2600 3000 3200 3600 4000
wage rate per fortnight

Certificate

T T T I T T | T !
1800 2000 2200 2400 2600 3000 3200 3600 4000
wage rate per fortnight

Year 11 and below

ﬂ'l_
(\!_
o |\\_/— ______
—
\ -
(o]
I.— "-q.‘-.“-_—,/
<
1

1800 2000 2200 2400 2600 3000 3200 3600 4000
wage rate per fortnight

Female

Source: Calculated from HILDA19

13/07/2021

nhung.nguyen@canberra.edu.au



