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Summary 
Budget repair should include some tax increases 

•  Australia has small government by international standards 

•  Using expenditure/GDP in 2008 as a benchmark cherry-picks an unusual year when nominal 
GDP was boosted by both business cycle and mining revenues 

•  Size of budget challenges mean that Commonwealth and State governments will need to 
boost revenues as well as contain spending  

•  History suggests that the politics are unworkable if budget repair is attempted only through 
expenditure reductions 

Current tax breaks on superannuation should be wound back 

•  More than half the benefits go to the top 20 per cent of households, most of whom would save 
anyway, and be unlikely to qualify for an Age Pension 

•  Most of the voluntary contributions are tax structuring by over 60s rather than early savings for 
retirement 

•  Tax free earnings for over 60s mainly benefit retirees with high incomes 

Negative gearing and capital gains tax discounts should be limited 

•  These tax breaks distort investment choices and inflate house prices 

A higher or broader GST would be an efficient way to raise revenues and compensation can 
be effective 

•  Compensation can be targeted to the bottom 20% through the welfare system  

Broad-based property taxes are efficient and fair 

•  Property tax revenues grow with the economy and are less volatile than stamp duties  
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Australian government is relatively small, 
even including super  
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Australian labour taxes are relatively low if 
social security contributions are included 
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Australia’s top marginal tax rate is unremarkable, 
although the threshold is relatively low 
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Filling a budget hole of $40b without 
revenue increases is implausible 
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The most wealthy retirees earn more from 
superannuation – and even more elsewhere 
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Where do the extra contributions into tax advantaged vehicles come from? 
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Those on high incomes benefit most from 
the earnings tax concessions 
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Non-concessional contributions are almost 
one third of all contributions 
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Retirees make large average non-
concessional contributions 
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Financial year ending  
Source: Grattan Institute analysis of ATO Taxation Statistics 2012-13. 
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