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Tax Package: “So Far, A Missed Opportunity for Rural and Remote Areas” 
 

The tax package in its present form has been criticised by the National Rural Health Alliance, 
especially because of the differential impact it would have on people in more remote areas and 
people on low incomes.  In evidence to the Senate, the Alliance made a number of points. 
 
• The government has so far understated the extent to which it will increase prices (mainly 

because it assumes the passing on of all tax savings to consumers ie no ‘profit taking’) and 
therefore has overstated the value of the proposed compensation. 

• The exemption for health services is welcome, but should be extended to include over-the-
counter medicines. 

• Food should be exempted from the GST so as to reduce the regressive impact of the tax on 
people on low income and to reduce the heavy impost the tax would have on food prices and 
therefore health in more remote areas. 

• The overall strengthening of the tax base of governments is welcomed, but the inflexibility of 
the proposed arrangements for changes to the rate of a proposed GST are too limiting. 

• Australia should not miss this opportunity to put in place a tax and price regime that will 
underpin the rebuilding and revitalisation of country communities and businesses.  In its 
present form the tax package would have no such effect, resulting in the need for governments 
to continue their piecemeal approach to rural problems. 

• The package will provide benefits to exporters but these should not be relied upon as a way to 
fix up the problems of all people and communities in rural and remote areas.  A ‘trickle-down’ 
form of rural development should not stand alone. 

 
A GST will increase the cost-of-living and price disadvantages for people and businesses in more 
remote areas, by shifting the burden of tax from wholesale to retail.  In all cases a GST would be 
levied on the full costs of transport to remote areas, and on retail costs and margins which are 
higher in more remote areas (due to low turnover and weak market power).  Currently sales tax is 
levied on the transport component of some rural goods, not others. 
 
The particular difficulties for remote areas, many of which are Aboriginal or Torres Strait Islander 
communities, are so substantial that the Alliance has asked the Senate to hold a special ongoing 
inquiry into tax changes and the prices of goods in remote areas. 
 
The effects of the proposed changes to diesel fuel excise, in combination with other tax changes, 
are not yet properly appreciated.  There are particular problems for pharmacists in rural areas, key 
providers of health advice and service who will be faced with new business complexity and 
responsibility under a GST. 
 
The Alliance’s submission includes evidence about the lower average incomes in rural areas and 
the greater proportions of income spent on food by people on low incomes.  The mixture of lower 
family income, higher overall costs and higher spending on food means that rural and remote 
families are a special case.   
 
As it is currently structured, the tax package would see a disproportionate share of benefits go to 
people on high incomes and to people in metropolitan areas.  The Alliance believes that major 
reform of the tax system is one of the ‘policy levers’ that government should be using if it wants to 
improve the economic and social future of rural and remote communities. 
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