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Time to double the base … not 
double the rate of GST

30 May 2019

Festival of Outrageous Tax Ideas



Introductory

Presumption underlying the outrageous idea
Australia needs to raise more GST revenue (as % 

of total tax and GDP) than it presently does and 
more than it might raise in the future 

Up until 18 May, the Willie Sutton rule was 
the starting point
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GST today

Budget forecast 2018/19
Total GST revenues - $65.8 bn.
GST % of total Commonwealth revenue – 14.7%
GST % of GDP – 3.4%.

OECD 2016-17
Commonwealth tax % of GDP = 22.2% 
OECD average = 34.3%

GST % of GDP = 3.4% 
OECD average = 6.8%.

GST % of total tax = 16.3% 
OECD average = 34.5%

NZ 2016/17:
GST is 9.4% of GDP and almost 30% of total taxation revenue

Doubling % of GDP would bring Australia to 7% of GDP

3



Why double?

Would we wish to increase GST revenue to: 
Reduce tax collections from other areas?
Tax mix switch – Asprey, RATS, Fightback !, AFTS, 

NZ
Provide revenue for the States and Territories? 
ANTS - Remove the reliance of the States on 

Commonwealth grants and distorting taxes 
Return the GST revenue to the proportions of 
GDP that it had 30 years ago?
Reform the indirect tax base so that “the erosion of 

indirect tax revenue is halted permanently”  
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HFE and PBO

Growth rate of GST revenue (in real terms) 
approximately halved between 2000–08 and 
2009–17, from 4.5 per cent to 2.1 per cent

» Productivity Commission 2018, Horizontal Fiscal 
Equalisation, Report no. 88 (HFE report)

There is a likelihood that taxes on 
consumption will continue to trend 
downwards as a share of GDP 

» Parliamentary Budget Office, Trends affecting the 
sustainability of Commonwealth taxes, Report no. 
2/2018. (PBO report)
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What’s the problem?

PBO Report – the Base
Change in the consumption mix over time.

Households have spent progressively more of their 
income on goods and services that are GST undertaxed

Prices of undertaxed goods and services have 
grown faster than those subject to the GST
Savings Ratio

If high, consumption as a share of GDP is low and vice 
versa

Increasing proportion of workers are self-
employed. 
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Commonwealth / State

2019/20 - Commonwealth contributions to 
States
specific purpose grants - $58.3bn
other general assistance grants and GST 

$69.1bn.
Either
Broaden the GST base to stabilise revenue; or
Abandon – GST is a States’ tax mantra.

Proportion of indirect tax to GDP in 1987 = 
7%
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Narrowness of base

Top 6 Tax expenditures 2019/20
Water and sewerage - $1.15 bn
Health - $7.07 bn
Education - $5.05 bn
Child care - $1.68 bn
Insurance and financial services - $4.8 bn
Food - $7.5 bn

HFCE does not include government 
expenditure 
P3 in national accounts
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The outrageous idea

2019/20 GST revenue - $67.4 bn
Plus 
Taxation of top 6 tax expenditures 2018/19 -

$27.25bn
Input taxation of non-commercial activities of 

Government - $17.3 bn
Total = $112 bn
Increase GST rate to 12.5% = $28 bn.

Total revenue = $140 bn = 7% of GDP
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Form of GST

Difficult to tax?
Imputed rent – retain GST on private dwelling 

investment.
Retain GST on imported goods and services.
Financial services 

Cash Flow tax – taxes entities not transactions
Receipts and expenditure
Addresses 

Financial services (using the margin as the receipt)
Government subsidies of commercial activities
Peer-to-peer/arranger
Refund Fraud
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Thank you
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