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The 2026 Productivity Commission review of GST distribution oversimplifies the challenge 

and appears to have substantially overlooked Commission-recognised weaknesses in the 

underpinning Horizontal Fiscal Equalisation (HFE) approach that existed prior to 2018 

revisions, yet favours return to that approach. In essence, that approach focusses on fiscal 

equality above equity and fairness complexities that should not be ignored in the HFE 

calculation basis - with tweaking by either the Grants Commission under some sort of 

direction by the Treasurer, or directly by the Commonwealth Government. It is particularly 

unfortunate to see: 

• in the wake of the 2018 HFE review, no resolution of the HFE approach principles and

shortcomings with governments and the public that could have improved

understanding and consideration of this matter now

• insufficient recognition of the enhanced Commonwealth revenue stream and/or

revenue expectation that came with the continuation of the 'mining boom' that in

2018 had been projected to ease

• a very light recognition of and needed solution(s) for the mining anomaly(s) impact

from un-equal mineral wealth endowment across the states, and no apparent

recognition of the related mineral sovereignty issue.

• prominent hypothetical argument for asserted 'perverse outcomes' from State

benchmarking included in assertion that the current system does not work

• internally conflicting assessment of migration impact from unequal HFE outcomes
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► Minimal efficiency gains

The Commission has linked policy choices with efficiency but substantially

overlooked examination of true efficiencies.

It notes that " .. concerns have been raised that the system of HFE creates

disincentives for states to reform and grow their economies, because they could lose

GST revenue." (p.4), but with "limited evidence" of any impact, and makes no mention

of the significant mining royalties anomaly or the related issue of minerals

sovereignty.

It recognizes but downplays that the 2018 reforms " .. reduced dominant-state effects

in the mining assessment .. " (p.5) for a marginal improvement in reform incentives -

based on Commission modelling.

It concludes that " ... the 2018 reforms have made the GST distribution system more

complex and less consistent with its core purpose." (p.5) without providing any

substantial evidence of either facet, or of the full Federation-VFI-HFE context needed

to frame 'core purpose'. Much of the 'added' complexity is computational. Core

facets of these reforms improve general reasonableness and transparency.

Solution 

Prime Minister Albanese's 24 August promise to not change current arrangements renders 

consideration of solutions somewhat moot- for now. 

The current approach for GST distribution should be maintained until-and-unless all States 

can: 

► settle a solution for the 'mining anomaly', and

► acknowledge the impact of State and Commonwealth spending choices and control

on overall fiscal sustainability.

Yours sincerely 

Rowan Roberts 
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