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Australia’s Goods and Services Tax (GST), a 10% consumption tax introduced in 2000,
remains a significant source of government revenue, generating approximately A$85
billion annually. However, the question of whether to broaden its scope or increase the
rate has become a contentious issue for policymakers. Proposals to raise the GST rate to
15% or extend it to currently exempt items such as fresh food and healthcare aim to
address mounting fiscal pressures, including the costs associated with an ageing
population and increased defence spending. While such reforms could provide much-
needed revenue, economists warn that they risk disproportionately impacting low-
income households, which spend a larger share of their income on essential goods and
services.

GST Expansion Confronts Daunting
Economic and Political Barriers
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The economic arguments for GST reform are clear: expanding the tax base or increasing
rates would help stabilise government revenue and fund critical areas like health, aged
care, and national security. However, broadening the GST without corresponding relief
measures, such as income tax reductions or targeted subsidies, could increase living
costs and fuel inflation. These concerns make reform difficult to sell politically, especially
as many Australians are already struggling with cost-of-living pressures. The lack of
clear communication from policymakers further complicates public understanding and
acceptance of potential changes.

Politically, the GST remains a highly sensitive issue, often described as a “third rail” of
Australian politics. Memories of the political fallout following the introduction of the GST
in the late 1990s continue to influence government hesitancy. The current government
has avoided committing to any GST increases or expansions, citing concerns about
public backlash and economic fairness. Critics argue this cautious approach risks
delaying necessary fiscal reforms and undermining long-term budget sustainability. As
Australia faces growing demands on public services and defence spending, the
government’s reluctance to act on GST reform may lead to more severe challenges in the
future.

In addition to rate and base considerations, debates around GST reform also focus on
the distribution of GST revenue among states and territories. Some states argue that the
current arrangements are inequitable, complicating efforts to achieve a nationally
consistent and fair taxation system. Tax experts continue to call for comprehensive
reforms that combine GST adjustments with broader tax system changes to improve
fairness and efficiency.

In summary, while there is broad agreement on the need to reform Australia’s tax system,
particularly the GST, political risks and public skepticism remain significant obstacles.
Any future reforms will require clear communication, fairness measures, and political
courage to balance economic necessity with social equity.
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