


The system of GST distribution aims to equalise the capacities of 
States 

Horizontal fiscal equalisation

Source: CGC 2021 Update Report

“To ensure that each of Australia’s States has a similar fiscal capacity, 
under average policies, to provide services and the associated 

infrastructure to its communities”











The Commonwealth made significant changes to the GST 
system in 2018

• New equalisation standard to stronger of Victoria or NSW

• Six year transition 2021-22 to 2026-27

• Hybrid relativities of new and former system

• Floor on GST relativities of 0.7, paid separately by the Commonwealth until 2022-23 after funded from 
the GST pool

• Rising to 0.75 in 2024-25

• Pool top-up payments of $600 million with an additional $250 million from 2024-25

• The no-worse-off guarantee legislated to end in 2026-27

Changes introduced include:











Need to continue to address concerns with the new system

• Victoria is supporting South Australia in an 
inquiry into the new GST distribution 
arrangements

• Bringing forward the legislated PC review of 
the new system from 2026

Reviewing the current system

• Make the no-worse-off guarantee permanent

• Reverses the changes made to the system in 
2018 and reverting to the former system, with 
the Commonwealth supporting WA separately 
outside the GST system.

Advocating that the Commonwealth 

Options to consider include:




