Income Tax Rates issue
The progressive tax system increasing tax rate with income but not proportionately, has been active since the inception of the income tax regime, has remained a matter of concern for many. 

Firstly, “Why does the effective tax rate increase sharply when the income level is lower and increase very negligibly as the income crosses the $1.728 million mark.” 
Secondly, “why does the tax rate stop at 46.5%, because this tax rate issue, the blue collar hard working low-income group will become poorer day by day. It affects all countries, not just Australia, for the same reasons. Is the brain work of one person for one year comparable to 1000 years of blue collar worker’s hard work? Why can’t there be legislation for maximum annual managerial income for all business sectors? Even if a one wants to do something about it, one cannot do anything in a democratic set up without majority support. A mass communication and awareness campaign to the grass root level people is necessary to prompt change. 

Two important questions in relation to the excel worksheet:

Question 1:  Row No 17 and 23 boldfaced. As $30000 p.a. is multiplied by 2.5, the effective rate is multiplied by 1.90 times. When $ 30000 p.a is multiplied by 80, the effective rate is multiplied by less than 4 times !!! 

Is it because a person earning more than 80 times of $ 30,000 per year ($ 2,400,000) is poor to pay any increase in tax rate once the income hits $ 2,400,000?

Question 2: Why does the effective tax STOPS/nearly stops around 3.9 times of the effective rate, though the income $ 30,000 can be multiplied by 120 or 1000 (you can consider this as 120 years of earning or 1000 years of earning or earning of 120 or 1000 times middle class income group earning earned by one person?? 

Is it because a person who earns more than $ 2,400,000 will have disincentive to do overtime work if the notional tax rate will be 60% or 80% or 100%. 

Why not there be another set of 2 or 3 bands of income and rates, say over $ 1 million a year the rate is 100% of income over $ 2,400,000. Or why not there be legislation for maximum annual managerial income for all business sectors?   (Is there any ‘blue collar hard working “employee”’ that earns more than $ 1million by doing 8 hours + overtime daily) or is there no one to replace a disinterested employee whose wages are $ 2,400,000 per year and there is no skilled competitive worker for that position?

What is the rationale behind income tax?
Income tax is the largest single source of income for any government in the world, contributing about 90% total revenue of the nation. Out of this about 90% of the income tax is collected from individuals who are employees (paid wages/salaries etc). This is because these people get paid the money after deducting the appropriate income tax (they don’t get to see this amount of money in their hands first, perhaps if they see that they won’t pay their share of tax too!!!). The employers are responsible for collecting this and remitting to the tax office. So employers act as agent for collecting and remitting this money to government. May be that is the reason why employers get a better deal in taxation laws?

How this may be justifiable?
The National income of a country for a year (from Tax office records) is divided by the population (number of people living in that country, from census data), the ‘quotient’ is called the ‘per capita income’ (that is the income per head per year in that nation. Say for eg. $ 10,000. If any one earns more than $ 10,000 they need to be taxed, so that the income is fairly distributed to all people of that country. In other words re-distribution of national income among the residents of the country is the rationale behind taxation. But above analysis show the re distribution is taking place but in the wrong direction, but who cares!!! Based on how many individuals in a household is earning and the number of dependents, total income for the family based on the per capita income can be arrived at. If that family earns more than the amount so derived at, effectively it means that family is indirectly taking away the entitlement of earnings of someone out there in the society. 
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