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Goods and Services Tax in Australia 

The GST is seen as one of the most efficient taxes in the Australian economy. 

• The GST in Australia has a relatively low rate (10%) and is applied to a 

relatively broad, immobile base. 

• Both producers and consumers have limited ability to avoid the tax, either 

through labour substitution or delayed consumption. 
 

     Marginal Excess Burden of Major Australian Taxes 

     (cents of consumer welfare loss per dollar of additional revenue)  
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Goods and Services Tax – role in taxation reform 

• Current debate is around whether to:  

• increase the GST rate; and/or  

• broaden the base. 

 

• Why rate increase?  

• to raise revenue and/or abolish other less efficient taxes 

• note that the Australian GST rate is currently amongst the lowest in 

OECD member countries 

 

• Why base broadening? 

• concerns about changing consumption patterns and the ageing 

Australian population shrinking the revenue base; 

• removes some of the existing (albeit small) inefficiencies associated 

with the current existing exemptions. 
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Household GST

Household expenditure not subject to GST

Household expenditure subject to GST

Current GST Base 

Data from 2013-14 implies 

that around 50 percent of 

household expenditure, or 

about $412 billion, is 

subject to GST.  

Source:  KPMG estimates based on ABS National Accounts and Government Revenue data 

Note: household consumption excl. GST 

Household expenditure and GST ($billion) 
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Shrinking GST Base 

Source:  KPMG estimates based on the ABS Household Expenditure Survey data 

“Generally exempt or input taxed” – is dominated by food, rent & mortgages, interest, education 

and government fees 

 

• The GST base is shrinking 

• GST exemptions for health, 

food, housing and education 

have significant age-based 

impacts.  

• Per capita consumption of 

GST-exempt items increase 

with age: 

• 28 percent of consumption 

of people <60 years old is 

untaxed 

• 35 per cent of consumption 

by people >75 years old is 

untaxed. 

 (Productivity Commission) 

Household expenditure patterns split into different GST types 
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Impact of Broadening the Base 2014-15 

 

Source: Extract from the 2014 Tax Expenditures Statement 

• Government estimates indicates a potential gain of around $16.9 billion 

in GST collections if the base had been broadened in 2014-15 to include 

food, education, financial supplies and medical & health services.  

• To raise a similar amount of revenue (based on the 2014-15 budget 

estimate of GST revenues and before taking into account any 

behavioural effects) it is estimated that the GST would need to be 

increased 13.3%. 

Estimate $m

Tax expenditure Revenue

Large positive tax expenditures gain

H28 GST — Food 6,300

H16 GST — Education 3,550

H2 GST — Financial supplies - input taxed treatment 3,550

H19 GST — Health - medical and health services 3,500

16,900
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KPMG CPA Experiment: 

Impact of Broadening the Base vs Changing the Rate 

 

1. 10% GST on a broader base – extending the GST to fresh food, health and education.  Revenue used 

to abolish insurance taxes, stamp duty on motor vehicles and 9 per cent of conveyancing stamp duty 

with the remainder used for personal income tax cuts and welfare payments. 

2. 15% GST with current exemptions – increasing the GST rate to 15 per cent.  Revenue used to abolish 

insurance taxes, stamp duty on motor vehicles and 80 per cent of conveyancing stamp duty, with the 

remainder used for personal income tax cuts and welfare payments. 

3. 15% GST on a broader base – increasing the GST rate to 15 per cent and extending to fresh food, 

health and education.  Revenue used to abolish insurance taxes, stamp duty on motor vehicles and all 

conveyancing stamp duty, with the remainder used for personal income tax cuts and welfare payments. 

 

21.7

44.0

76.2

GST

Cumulative deviation from baseline
(in $billions)

10% broader base

15% current base

15% broader base

Source: KPMG estimates 

GST revenue impact, $ billion, 2029-30 
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KPMG CPA Experiment: 

Impact of Broadening the Base vs Changing the Rate 

 

• Higher GST revenues allow other less efficient 

taxes to be abolished 

• The benefits will take a few years to flow through, 

as wages and capital take time to adjust. 

• With the GST currently at a relatively low 10 per 

cent, the efficiency cost of increasing the rate by 

5 per cent is smaller than the benefits of reducing 

or abolishing other taxes that are imposed on 

smaller bases at higher rates.  

• The benefit from simply increasing the rate 

remains relatively stable over time, while the 

benefits of base broadening are likely to continue 

to grow. 

• As the share of exempt household spending 

grows over time, there are significantly higher 

benefits from bringing this expenditure into the 

GST net. 

Change in GDP (percentage deviation from baseline)  

 

Source: KPMG estimates 
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