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Oz raises less from GST and more from excises: 
Taxes as a % of all public revenue in 2017



Income inequality has increased over the last 
25 years



Broadening base of GST to essentials 
disproportionately impacts low income 
households – compensation required

0%

5%

10%

15%

20%

25%

Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5

GST as a % of household disposable income

GST (current) 1. Food (fresh) 2. Water & Sewerage

3. Health 4. Education 5. GST + (1) to (4)

6. GST 15% current base



High-earning households save 1/3 of their income 
on average; low income households dis-save
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Switching to taxes on consumption is unlikely 
to increase labour supply

‘Our estimate of the marginal excess burden on individual's labour income 
and GST are very similar at around 21 cents and 19 cents respectively. This 
aligns with the intuition that taxation of labour income and GST both effect 
the real purchasing power of wages, with a similar incidence on labour 
supply.’  Treasury Working Paper 2015-1 



Nor is it likely to increase household saving

‘Consumption taxation is often seen as favouring private savings relative 
to income taxation. 

However, the empirical evidence on the sensitivity of private savings to 
after tax interest rate changes is inconclusive: 

Some studies found sizeable effects of interest rates on savings while 
other studies found no effects at all.’

‘It is highly likely that the favourable tax treatment of pension savings 
only distorts the composition of savings without increasing the overall 
level of savings at the expense of tax revenues.’

(OECD 2008, ‘Tax and economic growth.’)



Conclusions

• GST is a moderately efficient revenue source for State & 
Territory services

• But shifting the tax mix towards consumption is regressive, 
with little economic pay-off

• More public revenue is needed, and broad-based taxes on 
income and land are a better place to start

• including lifting the share of retirees paying income tax from 
one-in-six to a more respectable level

• If this still doesn’t raise enough $, an increase in GST rate is a 
better (& more realistic) approach to broadening the base.
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