2021 Intergenerational Report

The Government is committed to maintaining a sustainable tax burden
The Government’s medium-term fiscal strategy is underpinned by a policy to maintain
the tax-to-GDP ratio at or below 23.9 per cent.84 This tax-to-GDP cap of 23.9 per cent is
based on the average tax-to-GDP ratio in the years between the introduction of the
goods and services tax and the Global Financial Crisis, 2000-01 to 2007-08. This report
assumes that tax receipts do not exceed this proportion of GDP. Australia’s tax-to-GDP
ratio has ranged between 20 and 25 per cent of GDP over the past 30 years. Similar to
other advanced economies, Australia’s tax-to-GDP ratio grew over the twentieth
century in line with an expanding role of government.
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Note: Reporting of tax receipts has changed across time. At present, personal income tax includes individuals
and other withholding taxes, and the Medicare levy. Company and other income taxes includes company tax,
superannuation fund taxes, fringe benefits tax, and petroleum resource rent tax.
Source: Treasury.

Tax receipts fell significantly as a share of GDP as automatic stabilisers took effect in
response to COVID-19 and the Government took additional steps to deliver temporary
and targeted stimulus and recovery measures. The tax-to-GDP ratio is projected to
reach a low of 20.9 per cent in 2021-22, around 2.5 percentage points lower than
projected at the 2019-20 Mid-Year Economic and Fiscal Outlook. Tax receipts are now
expected to reach the tax cap in 2035-36, 4 years later than previously expected.
Tax receipts are then projected to remain at the Government’s tax-to-GDP cap of
23.9 per cent until 2060-61, in line with the fiscal strategy. This long-term assumption
is unchanged and the tax revenue projection methodology is similar to that used in
previous reports.85
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2021-22 Budget Paper No 1, Statement 3: Fiscal Strategy and Outlook.
For further information, see the Appendix.

