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Members of the Tourism Shopping Reform Group 
The Tourism Shopping Reform Group is a coalition of Australian tourism and retail industry 

associations and businesses, who support reform to shopping arrangements in Australia, in 

particular administrative enhancements to the Tourist Refund Scheme (TRS). 

The TSRG includes the following associations and businesses: 
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Executive Summary and Recommendation 
  

The Tourism Shopping Reform Group (TSRG) welcomes the opportunity to make this submission 

to the Federal Government’s 2015-16 Pre-Budget process.  The TSRG is a coalition of tourism and 

retail industry associations and businesses that support the implementation of changes to Australian 

tourism shopping arrangements, particularly administrative enhancements to the Tourist Refund 

Scheme (TRS).  

We propose reforms to the administration of the Tourist Refund Scheme to allow it to be provided 

by private sector operators as is common international practice.  This would assist the TRS to deliver 

on its policy objectives and provide numerous other benefits, including: 

- reducing administrative costs to Federal and State taxpayers;  

- enhancing the tourism shopping experience in Australia; 

- improving the attractiveness of Australia as a tourist destination; and 

- assisting Australian Customs and Border Protection Services (ACBPS) to focus on its key roles. 

Such a reform is consistent with the Abbott Government’s deregulation agenda including its aim 

to ‘identify areas or programs where Commonwealth involvement is inappropriate or no longer 

needed’ and ‘improve the overall efficiency and effectiveness with which government services are 

delivered.’ 

This reform is a strong example of how shifting administration of the TRS from government to 

the private sector will better place Australia to compete with other countries around the world, 

which have long realised the benefits of a privately operated system.  Whilst government will 

retain responsibility for the export verification functions, industry is far better equipped to efficiently 

provide refunds to travellers. 

The TSRG supports the recommendation of the NSW Government, in response to its Visitor 

Economy Taskforce (VET), which recommends that the Federal Government enable the entry of 

private sector TRS providers within an open market. Since the NSW Government’s response to 

the VET report, the Tourism Ministers’ of NSW, Western Australia and the ACT have written 

letters of support to the Federal Government.  The Queensland Treasurer has also recognised 

the benefits of the TSRG proposal and has written to the Federal Treasurer to ask the 

Commonwealth to investigate the matter further (see Appendix 2). 

Other states and territories are familiar with this proposal.  It has already been considered by the 

GST Policy and Administration Sub-Committee of GSTAS which examined the modelling in detail 

and signed off on its conclusions. 

In tourism destinations - such as Singapore - which promote shopping as a key aspect of the 

tourism experience for international travellers, private refund providers are a key element of 

the shopping system.  Private providers within a competitive market have the incentive to 

develop sophisticated and innovative products which build the knowledge of, and access to, the 

TRS for international travellers and thus promote additional sales to tourists. 

Private refund providers in other markets also actively promote destinations such as Singapore 

as a tourism shopping destination to prospective travellers around the world. Such innovation is 

currently not a feature of Australia’s TRS: 

 The TSRG IS recommending that the Australian Government  allow the entry of private refund 

providers into the Australian market; 

 The TSRG IS NOT recommending any changes to the current policy establishing eligibility for 

TRS claims. 
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International experience suggests that such a change could be implemented quickly once a decision 

has been taken.  For example, Malaysia has recently gone to tender for providers to operate its 

tourist refund scheme on the commencement of its goods and services tax from 1 April 2015.  

Contracts were awarded in September 2014 for a 1 April 2015 start. 

The TSRG proposes the following recommendation that will enhance the returns from tourism 

shopping to the Australian economy: 

That the Federal Government reform Australia’s GST Tourist Refund Scheme (TRS) to 

p r o v i d e  a n  o p e n ,  c o m p e t i t i v e  s ys t e m  by private refund operators, n o t i n g  that 

t h i s  will drive tourist shopping and product development to international visitors and 

allow reimbursement whilst visitors are still in Australia. 
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1. Tourism shopping: enhancing the economic return from 
international visitors  

 

 Key components of the ‘tourism shopping’ industry 

1.1.1 Importance of tourism shopping to the Australian economy 

Retail shopping is an important component of the overall tourism experience in Australia. Whilst 

it may not be a primary motivator for travelling to Australia, international visitors see tourist 

shopping as an ‘added value’ to their overall travel experience in Australia.  Not only does it add 

to the visitor’s experience, it also generates significant direct and indirect benefits for the 

Australian economy. 

In Australia, tourism shopping for international visitors generates over $2.8 billion per annum 

comprising $1.87 billion shopping to take home and $928 million shopping for use in Australia.1  

‘Shopping for pleasure’ is the second most popular activity, and, after airfares, meals and 

accommodation, is the largest discretionary spend component for international visitors.  As such, 

tourism shopping is vitally important to destination management for urban/city areas. 

According to the International Visitor Survey (IVS) undertaken by Tourism Research Australia, 

retail shopping accounts for 9 per cent of total international visitor spend.2   Whilst it is significant, 

it is low when compared to Australia’s key competitor tourism destinations such as Singapore.  

Whilst essential travel expenses (such as the cost of airfares to Australia) need to be taken into 

consideration, the comparison between Australia and Singapore, which has a more sophisticated 

tourism shopping system, indicates that there is considerable growth potential for tourism 

shopping in Australia. 

Figure 1: Comparison between total visitor expenditure on shopping: Australia v. Singapore3 

 
 

Figure 1 contrasts the proportion of total visitor spend dedicated to shopping in Australia in 

comparison to Singapore.  This graphic provides a preliminary comparison of the breakdown 

of total tourism spend by international visitors in both countries, using official visitor statistics. 

                                                           
1 Tourism Research Australia, International Visitor Survey, September 2014, Table 5a 
2 Tourism Research Australia, International Visitor Survey, September 2014, Table 5a 
3 Tourism Research Australia, International Visitor Survey, September 2014, Table 5a and Department of Statistics 

Singapore, Monthly Digest of Statistics Singapore, November 2014. NB Australia and Singapore visitor expenditure figures 
are from separate surveys, which can result in some inconsistencies and proportional differences in results. 
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According to the Australian Bureau of Statistics (ABS), the tourism industry contributed $119.5 

million a day to the Australian economy in 2013-14, and is responsible for employing 

approximately 534,000 Australians.4
   

However, policy makers globally are coming to realise 

that the traditional ‘tourism’ policy framework does not accurately account for the true 

contribution of visitors to the broader economy. In addition to traditional ‘tourist’ expenditure 

items, such as transport, tours, accommodation and meals, visitors contribute considerable 

expenditure within the traditional economy, side-by-side with Australian residents.  Policy 

makers are now terming this the ‘visitor economy’, and retail shopping by international visitors 

is a tangible example of such expenditure in action. 

Through informed policy enhancements, the government can easily unlock the potential of 

tourism shopping, which can drive an increase in overall visitor expenditure.  This is in line with 

the shift in focus from measuring the value-add of the tourism industry from overall visitor 

arrivals/nights, to overnight visitor expenditure. Policy enhancements could help to ‘grow the 

size of the overall pie’, in terms of total overnight visitor expenditure.  The breakdown of 

visitor expenditure in Singapore demonstrates that, with a more sophisticated policy setting, 

retail shopping could be a source of considerable additional visitor expenditure in a larger 

Australian visitor economy. 

1.1.2 The Tourist Refund Scheme (TRS) 

Australia introduced the Tourist Refund Scheme (TRS) upon the introduction of the Goods 

and Services Tax (GST) in 2000.  Under this mechanism, departing international travellers 

(both foreign nationals and departing Australian residents) can claim back the GST and Wine 

Equalisation Tax (WET) paid for purchases over $300 prior to their departure. 

Australia’s TRS is administered by the Australian Customs and Border Protection Service 

(Customs), and applies to any GST-inclusive good or goods purchased in Australia 

provided that: 

 the good/s are purchased from a single retail outlet; 

 the good/s total a value of $300 or above; and 

 the goods are verified as exported by Customs within 60 days5 
of the purchase. 

Unlike most other countries with similar refund systems, in Australia Customs directly 

administers BOTH the export verification function, as well as the refund payment function 

(undertaken electronically later).  These functions occur sequentially in the ‘airside’ departure 

area of Australia’s international airports (i.e. once the travellers have cleared Customs and 

Immigration), as well as at international cruise terminals.  As such, fully qualified Customs 

officers are required to administer TRS booths at airports/ports, fulfilling what is essentially a 

customer service and simple compliance function. 

The TSRG submits that the existing government-run TRS is not an effective use of scarce 

fully-qualified Customs officers, who could be better utilised in essential border protection or 

passenger facilitation roles. 

1.1.3 State taxpayers fund TRS administration 

Many policy stakeholders are not aware that state and territory taxpayers are central to 

Australia’s TRS. Whilst the Federal Government, via Customs on behalf of the Australian 

                                                           
4 Australian Bureau of Statistics, 5249.0 - Australian National Accounts: Tourism Satellite Account, 2013-14, December 

2014 
5 Prior to 17 April 2013 the relevant time period was 30 days, see the Customs Amendment Regulation 2013 (No. 1), the 

Excise Amendment Regulation 2013 (No.1) and A New Tax System (Goods and Services Tax) Amendment Regulation 
2013 (No.1). 
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Taxation Office (ATO), administers the government-run scheme, state and territory 

governments meet the administrative costs of the scheme. Under the terms of the GST 

Agreement, the Federal Government deducts administrative costs relating to the GST 

b e f o r e  GST revenues are allocated to state and territory Governments. 

1.1.4 Duty free shopping 

Duty free shopping is arguably the retail shopping segment that is most associated with 

international travel. A duty free shopping purchase is essentially different to a ‘tax free’ purchase 

under a TRS system in that duty free goods purchases are tax free at the point of sale.  

By contrast, a TRS goods purchase is inclusive of tax at the point of sale, and gains 

effective tax free status once the refund has been issued by Customs. Unlike TRS purchases, 

which generally refund only GST and WET, duty free purchases are also exclusive of excise 

duties on excisable goods such as alcohol and tobacco and, in some cases, customs duties 

on cosmetics, fragrances and other goods deemed to be ‘luxury’ products in certain 

jurisdictions. 

Reforms to the TRS will assist the development of collaborative approaches between private 

providers to provide a more integrated approach to tourist shopping. 
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2. The policy rationale for the Tourist Refund Scheme(TRS)  
 

Many countries around the world operate a TRS as a method of reimbursing travellers for internal 

taxes,  paid at the time of purchase, which were intended for goods consumed within the tax 

jurisdiction. Tourist refund schemes enable travellers to access tax concessions through a 

wide range of retailers and across a wide range of goods. 

Governments are motivated to design and operate tourist refund schemes for a range of policy 

reasons. In particular, tourist refund schemes enable governments to achieve the following 

policy objectives: 

 Ensuring  that  internal  consumption  taxes do not apply to exports to promote international 

competitiveness and avoid double taxation (tax  policy rationale); and 

 Providing incentives for international travellers to increase their retail spend (tourism policy 

rationale). 

 Tax policy design rationale 

As an internal taxation measure, consumption taxes such as a Goods and Services Tax (GST), 

Value Added Tax (VAT) or Sales Taxes are designed to be levied in the jurisdiction in which 

the consumption or usage of a product occurs. 

Most governments, including Australia, do not apply internal taxes on goods that are bound 

for export. This is crucial to providing a competitive market internationally for exporters.  

From this perspective, commercial quantities of goods destined for export markets are 

transported to the export destination, generally a port, in a tax-free or ‘bonded’ state, 

which is then verified through formal export verification and documentation processes. 

Consumption taxes such as GST are then applied to the imports on arrival at their final 

destination in line with the relevant jurisdiction’s policies6.  

Goods purchased by international travellers in one country and then transported for usage 

or consumption in another country can essentially by treated as a ‘micro-export’. Under a TRS, 

this policy rationale extends to shopping goods purchased to take home by international 

travellers, as explained by Frédéric Dimanche: 

“Typically, sales taxes and value-added taxes are applied with the restriction that governments 

do not charge those taxes on exports to other countries. This principle can be applied to 

international tourists who make purchases and take them back home.”7
 

The introduction of a TRS system generally accompanies the introduction of new consumption 

taxes, such as the introduction of the GST in Australia in 2000.  

The development of a private-provider based scheme would also provide tax administration 

benefits. Firstly, by freeing up resources it would assist Customs to better manage arrivals, 

including the monitoring of the $900 threshold for tax free imports. Secondly, an electronic 

system, such as eTRS, provides better compliance and facilitates detection of revenue risk. 

 Tourism policy rationale 

Whilst a tax refund scheme for international travellers is essentially a tax administration 

measure, its application has other specific policy benefits.  Frédéric Dimanche continues from 

                                                           
6 Australians returning from overseas trips are expected to pay taxes on imports above the relevant threshold, currently 

$900. 
7 F. Dimanche, 2003, The Louisiana Tax Free Shopping Program for International Visitors: A Case Study, Journal of Travel 

Research, Vol. 14, pp. 311 – 314, cited in KPMG Report (see Appendix 1). 
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his tax policy rationale to add that: 

“This [a TRS] is normally done as an economic development strategy. Therefore, countries 

around the world offer tax-free shopping to international visitors.  Tourists can benefit from such 

programs and destinations can benefit financially if they can generate additional arrivals as a 

result of tax-free shopping.” 

By providing effective tax-free status for many purchases by way of a refund, a TRS system 

creates additional incentives for international travellers to either increase their total spend 

on retail shopping, or choose to visit a certain destination based on shopping as a key visitor 

activity. (Providing a refund prior to departure can also result in additional spending.)  Whilst 

shopping may not be a primary motivator for international travellers to visit a specific country, 

international visitors perceive shopping as an added value to their overall travel experience. 

A well-designed tourism shopping policy, with a sophisticated TRS as its centrepiece, is a key 

component of the overall tourism offering within Australia’s key competitor visitor destinations 

across the Asia-Pacific. In particular, countries such as Singapore have integrated ‘tax-free 

shopping’ for tourists into the general retail experience for international visitors.  The 

sophistication that exists within this system is primarily a result of expert private TRS providers 

working with the retail industry and Singapore Tourism to enhance and promote tax-free 

shopping options for travellers (see below). 

A majority of countries around the world that provide a TRS for international travellers do so 

through private providers within an open market.  These countries include most members 

of the European Union, Argentina, Switzerland, Turkey, the United Kingdom and Lebanon. 

Australia is one of the few countries globally, along with Taiwan, Thailand and Indonesia, which 

operate a fully government-run TRS. 

The TSRG submits that the TRS should be viewed primarily as a tourism/visitor economy policy 

instrument, rather than a tax administration feature.  The Australian Government should calibrate 

its policy focus regarding the TRS, to ensure that the system is designed to maximise benefits 

for the tourism and retail industries, and ensure effective administration at the lowest possible 

cost to Australian taxpayers. 

 The importance of tourism shopping to visitors from ‘emerging 

markets’ 

As outlined earlier, retail shopping is the second most popular activity amongst international 

visitors to Australia.  This is particularly pronounced however when the fastest-growing source 

markets for international visitors are taken into consideration. Retail shopping is a vital 

component of the overall visitor experience for travellers from the ‘emerging markets’ of 

international visitors – especially from Asia. 

2.3.1 The importance of retail shopping to the China market 

Shopping is a major driver for Chinese visitors who set aside a far greater proportion of their 

discretionary spend for shopping purposes.  Whilst this is currently the case in Australia, 

where Chinese visitors spend 13 per cent of their total spend on shopping compared to 

the overall average of 9 per cent.8  That said, the proportion of spend on shopping is still greater 

in countries with a more sophisticated shopping experience for international tourists, including 

an open competitive market for private refund operators.  Australia stands to benefit 

significantly from an enhanced focus on shopping as part of the broader Australian tourism 

experience.  According to official International Visitor Survey (IVS) figures, Chinese visitor 

                                                           
8 Tourism Research Australia, International Visitor Survey, September 2014, Table 5a 
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expenditure in the year ended September 2014 amounted to $5.4 billion nationally.9
   

In 

particular: 

 Chinese visitors contributed 17.6 per cent of the total international expenditure in 

Australia;10 

 When contrasted with international visitors from other markets, Chinese tourists in 

Australia spend the greatest proportion of total average expenditure on retail shopping. 

The latest IVS shows that Chinese travellers account for approximately 32 per cent of 

international shopping dollars spent in Australia by international travellers for goods to take 

home. This is despite Chinese travellers representing only approximately 11 per cent of 

total international visitors to Australia.11 

Figure 2 shows the growth in retail shopping for goods to take home by Chinese travellers for the 

nine years up to 2014. This graphic provides an outline of preliminary estimates of total Chinese 

take-home retail spend, as a proportion of total take-home retail spend by international visitors. 

Figure 2: Chinese visitor share of total overall take-home shopping expenditure12 

 
 

Chinese tourism is significant internationally too and ranks as the top source of expenditure. In 

2013, Chinese tourists spent US$129 billion international – an annual growth of 26 per cent.13  

Chinese visitors are significant in Australia too and are focussed on achieving value.  They are 

the highest foreign users of the TRS accounting for some 25 per cent of claims in 2012-13.14 

Australia’s tourism industry operates in a competitive global environment. Australian retail 

destinations such as Sydney and Melbourne must compete with international rivals like 

Singapore, Paris and London. 

 Singapore, Paris and London are all international cities that have an innovative open market 

for the provision of the TRS, which represents a competitive advantage over key Australian 

capital cities. 

                                                           
9 Tourism Research Australia, International Visitor Survey, September 2014, Table 1a 
10 Tourism Research Australia, International Visitor Survey, September 2014, Table 1a 
11 Tourism Research Australia, International Visitor Survey, September 2014, Table 5a 
12 Tourism Research Australia, International Visitor Survey, September 2014, Table 5a.  NB: this analysis applies average 

visitor expenditure on tourist shopping to total inbound tourist numbers, to determine total proportions, as a percentage, by 
country of origin.2014 data is for year ending September, other years end in June.  
13 World Tourism Organization (2014), AM Reports, Volume eight – Global Report on Shopping Tourism, UNWTO, Madrid, 

page 10. 
14 Unpublished data from Australian Customs and Border Protection Service. 
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Australia’s current TRS is failing to perform and enhance Australia’s competitiveness as a tourist 

shopping destination, with current take up of the scheme at less than 4 per cent of total 

departing international travellers, compared with the international average under an open 

market of between 10 per cent and 12 per cent.15 

As increasing visitors from emerging markets seek value for money, Australian destinations 

need to ensure that they reduce competitive disadvantage wherever possible.  Figure 3 shows 

the overwhelming importance of Chinese tourist shopping.  It also shows that, while NZ, UK and 

US visitors are an important source of the shopping dollar, visitors from other Asian countries are 

significant contributors.  Indeed, visitors from Malaysia and Indonesia comprised the fourth and 

fifth highest claimants of the TRS in 2012-1316, (see Figure 6 below). 

Figure 3 International Shopping in Australia by Country of origin, year ending September 201417 

 
 

Building on the analysis in Figure 1, Figure 4 below contrasts the proportion of Chinese visitor 

spend dedicated to shopping in Australia in comparison to Singapore. This graphic provides a 

preliminary comparison of the breakdown of total tourism spend by international visitors, including 

total retail shopping in both markets (including take-home and for consumption in-country).
 

This analysis demonstrates the importance of tourism shopping to the key group of 

international visitors that is (a) growing at the fastest rate and (b) has the propensity to spend 

the greatest proportion of their overall spend on retail shopping. The examples in Australia and 

Singapore are corroborated by industry analysis of visitor spend internationally.   Recent 

analysis shows that Chinese visitors are the top spenders on retail shopping in key global 

cities including London, Paris, Milan, Rome and Frankfurt.18 

A common aspect of the tourism shopping system within Australia’s international competitor 

destinations is a private provider platform for the TRS, within an open competitive market. 

Effective enhancements to tourism shopping arrangements in Australia can help to grow the 

overall visitor expenditure ‘pie’, and help ensure that Australian retailers benefit from a large 

proportion of this additional spend. 

 

                                                           
15 “Review of Tourist Refund Scheme Options”, CRA International, 2006. 
16 Unpublished data from Australian Customs and Border Protection Service. 
17 Tourism Research Australia, International Visitor Survey, September 2014, Table 5a 
18 Global Blue, 2012, The Global Blue Briefing, Issue 5: Autumn 2012, pp. 9 – 13. 
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Figure 4: Comparison between CHINESE visitor expenditure on shopping: Australia v. Singapore19 

 
 

The TSRG submits that the current government-run TRS in Australia results in a missed 

opportunity to adequately develop and market Australia as an international retail shopping 

destination.  

One of the more distinctive features of the current TRS is the ability for Australian residents to 

make claims prior to international trips. Most countries do not have a similar arrangement. This 

dates back to the original implementation of the GST in 2000 and appears to have been a political 

sweetener at that time. We do not propose any change to this arrangement. 

We note that although Australian residents are currently the highest users of the TRS - both by 

the number and value of claims - their usage of the scheme is falling in relative terms and it 

seems likely that Chinese tourists will soon be the highest users (see Figure 5). 

Figure 5: Use of TRS by Australian and Chinese20 

 
 

The use of the TRS is growing overall although most of the growth is from Chinese visitors who 

are an increasing proportion of total international visitors. Chinese visitors also have high rates 

of claiming which probably reflects the nature of most Chinese visitors who typically are on highly 

                                                           
19 Tourism Research Australia, International Visitor Survey, September 2014, Table 5a and Department of Statistics 

Singapore: Monthly Digest of Statistics Singapore November 2014, Table 12.4 p63  
20 Unpublished data from Australian Customs and Border Protection Service. 
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organised and guided tours which presumably provide better access to the TRS.  Malaysian and 

Indonesian visitors are also high TRS users and now figure in the top five claimants by value 

easing out British and Japanese visitor since around 2011 (Figure 6). 

Figure 6. Top Five users of the TRS by value of claims21 

 
 

                                                           
21 Unpublished data from Australian Customs and Border Protection Service. 
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3. International best-practice 
 

The provision of an innovative, privately operated TRS within an open market is a key tourism 

shopping feature in major international competitor destinations.  Under the current government-

run scheme in Australia, there is no incentive for the refund operator (Customs) to promote the 

TRS as a key feature for international visitors. As such, the majority of international visitors 

have little or no awareness that they are entitled to claim a refund of the GST or WET on eligible 

purchases. 

Allowing private operators to process GST claims on behalf of travellers in a competitive ‘open 

market’ will introduce competition and innovation into tourism shopping in Australia. In other 

countries, private retail providers have an incentive to promote the TRS, in partnership 

with affiliate retail outlets. This competition also extends beyond individual tourism markets, 

as there is also an incentive for private providers to promote countries and individual cities 

as leading destinations for tourism shopping. Unfortunately, the Australian system currently 

lacks such innovation. 

Having multiple, competing private providers increases awareness of the TRS, which results 

in increased shopping by international travellers. Many international travellers are aware of 

leading TRS providers and recognise their branding in retail outlets and at airports.  

Furthermore, private providers utilise marketing tools, in multiple languages, which are 

designed to educate travellers on the benefits of tax-free shopping, such as: 

 Shopping guides for different cities, which promote the wide range of retailers and 

shopping services available in the particular city; 

 Printed and online materials to actively profile cities and countries as leading tourism 

shopping destinations; and 

 Events, such as ‘grand sales’ to encourage high-yield travellers to make international 

shopping trips to an individual destination. 

Figure 7 below provides examples of electronic and hard copy promotional materials, which have 

been developed by one private refund provider, Global Blue, to promote tourism shopping in 

Singapore. 

Figure 7: Example of international promotional material developed by private refund providers 2014 
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4. Reform in Australia 
 

 2007/08 Budget decision to introduce private refund operators 

Australia introduced the TRS in 2000, with the introduction of the GST.  As outlined in 

Chapter 1, a TRS is a key administrative function of good tax policy as GST is only 

intended for goods that are consumed within the taxing jurisdiction.  

Upon its introduction, and through to the present, Australia’s TRS has been administered by 

Customs. During that period, Customs’ focus has changed significantly – starting with the move 

of excise to the Australian Taxation Office (ATO) and the increasing emphasis on border 

protection. 

In response to a review of tourism shopping arrangements in Australia, the Howard 

Government announced a series of proposed measures in the 2007-08 Federal Budget to 

enhance duty free shopping and tourist shopping through the TRS. These reforms included 

four measures: 

1 enabling private providers to provide tourist refunds — with approval for refunds and 

compliance to remain a government function; 

2 extending the period during which travellers can purchase goods and be eligible to 

claim a refund of GST and wine equalisation tax through the Tourist Refund Scheme 

(TRS) from 30 days to 60 days; 

3 allowing travellers using the TRS to aggregate multiple invoices from single retailers in 

order to meet the $300 threshold for TRS claims; and 

4 extending the period during which travellers can make tax-free purchases through the 

duty free sealed bag system from 30 days to 60 days. 

Although the Federal Government, in the 2008-09 Budget, rescinded t h e  f i r s t  measure 

regarding private sector providers for the TRS, the remaining measures were implemented 

from 17 April 2013. 

The TSRG submits that the reversal of the administrative change to allow private 

providers was a missed opportunity, and that re ins ta t ing th is  measure would  have the 

potential to realise greater savings for government and a better return for Australia’s 

tourism and retail industries. 

 Why Australia is well-placed to reap the benefits of tourism shopping 

Whilst Australia currently lags behind competitor destinations such as Singapore as a tourism 

shopping destination, it is well-placed to reap immediate benefits from an increase in retail 

shopping by travellers. This has been particularly recognised by the NSW Government, which 

commissioned the Visitor Economy Taskforce (VET) to develop a series of recommendations 

that can help the state meet its target of doubling overnight visitor expenditure by 2020 (See 

Appendix 1). The VET Taskforce examined this issue in detail and recommended action. This 

recommendation acknowledges Australia’s potential as an international hub for shopping, with 

an extensive range of well known brands, including many luxury brands, easily assessable and 

available to international shoppers. Furthermore, industry  acknowledges that Australia is  well  

regarded  by  travellers  from emerging markets such as China for the integrity of high-value 

goods, where consumers are  confident  that  luxury  purchases  are  genuine  brand-name  

goods.  See further discussion at section 6.4. 
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5. Components of tourism shopping reform 
 

 Overview 

The tourism shopping industry is comprised of several key components, which each have the 

potential to enhance the tourism shopping experience in Australia. The TSRG’s 

recommended enhancements centre on the following key components: 

 The Tourist Refund Scheme (TRS); 

 Effective export verification through a digital private provider platform; and 

 An integrated system that will enable enhancements that level the playing field between 

on-airport and off-airport duty free retailers. 

 Industry Support 

5.2.1 Industry is united and strongly supportive of enhancements to tourism shopping 

arrangements. 

The TSRG is comprised of key national industry associations across the tourism and retail 

industries, as well as key businesses within Australia’s tourism and retail industries operations. 

The TSRG membership, outlined on page five, recognises that shopping by international 

travellers is essential to the ongoing strength and growth of the visitor economy in Australia. 

Industry is united in its call that tourism shopping is vital to both tourism and retail, and 

government should view the TRS as an essential component of Australia’s tourism policy 

framework. 
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6. Private Refund Operators 
 

 The existing TRS in Australia: a paper-based system 

6.1.1 A time-consuming and inefficient scheme 

Australia’s existing government-run TRS is essentially a paper-based system, which relies 

on travellers manually submitting a valid tax receipt for processing and goods for manual 

export verification. Whilst this system is simple for retailers and for travellers who are aware of 

the scheme, it lacks an essential end-to-end process that can help drive up usage. 

The manual refund process at airports and seaports is cumbersome and time-consuming, with 

passengers often experiencing long queues and prolonged claim times. Given the need to 

further streamline passenger facilitation times at airports and increase the productivity of non-

aviation services, such delays are problematic.   

Customs has recognised the problem and has identified the development of an automated 

system as part of its ongoing development plan.22  However, a privately operated system could 

be implemented more quickly and will provide greater functionality than what we understand 

Customs is considering. 

6.1.2 Lack of awareness of the TRS internationally 

In addition to the antiquated manual paper-based refund claims system, there is limited 

awareness of the existing TRS amongst travellers departing from Australia. As such, the 

existence of the TRS is rarely a factor when international travellers choose to spend on retail 

shopping in Australia. Furthermore, the lack of sophistication in, and marketing associated 

with, the TRS means that existing international travellers are highly unlikely to take tourism 

shopping into consideration when weighing up making a visit to Australia. 

 The cost of the TRS to the Australian taxpayer 

As one of only four known countries that administer a government-run TRS, Australia is one 

of the few countries in the world where the cost of administering the TRS is met by the taxpayer 

rather than the traveller. 

6.2.1 Open market: user-pays 

In the majority of countries where the TRS is outsourced to private providers within a 

competitive market, travellers fund the TRS through the payment of a commission. This 

commission is deducted from the refund amount and travellers around the world are used to 

paying a commission when claiming the TRS. 

6.2.2 The cost of the government-run scheme is borne by the states/territories 

As outlined in Chapter Two, the cost of administration associated with a government-run and 

operated TRS is actually met by state and territory governments. Under the terms of the 

Intergovernmental Agreement on Federal Financial Relations (GST Agreement), the Federal 

Government deducts administrative costs relating to the GST before  GST revenues are 

allocated to State and Territory Governments. As such, the cost of the current TRS is a reduction 

from GST revenues for State and Territory Treasuries. 

The KPMG modelling undertaken for the TSRG (see Section 7) makes a conservative 

assumption that the introduction of private providers for the TRS will result in a savings to 

                                                           
22  Australian Customs and Border Protection Service 2013, Blueprint for Reform 2013-2018, page 37. 
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Customs of $10 million per annum. Given that private sector refund providers are 

widespread around the world, industry would be well placed to enable government realise these 

savings quickly. The $10 million dollar savings figure is conservative, and is largely based on 

the savings arising from Customs removing itself from the manual issue of refunds. 

The TSRG submits that the introduction of a private provider platform has the potential to realise 

even greater savings for government. Given recent developments in TRS technology globally, 

a private provider platform can dramatically reduce the cost burden within the system through: 

 The use of a digital purchase and refund platform, which can enable Customs to 

introduce a risk-management approach to export verification, consistent with their use of risk 

management in cargo facilitation; 

 The use of the digital platform to enable automatic refund to pre-registered credit cards, 

greatly cutting down on the need for physical presence at airports; and 

 Where possible, the export verification of purchases requiring manual verification under 

the risk-management framework can be outsourced.  

6.2.3 The actual cost of the current TRS to the States/Territories via Customs 

The full cost of the current TRS to Customs, as borne by the State/Territory taxpayer, is far 

greater than $10 million. Previous analysis carried out by Access Economics in 2007 for the 

Department of Resources, Energy and Tourism (DRET), estimated the full cost of TRS 

administration at $17 million per annum.23    
Given increases to overall visitor numbers over the 

last five years, this figure is now likely to be higher. 

The TSRG has sought the exact cost of TRS administration to Customs but this information has 

not been available.  We recommend that Treasury and the Department of Finance request this 

information from Customs so that an accurate estimate of the actual savings for State/Territory 

governments is available. 

Like many Federal Government agencies, Customs is under pressure to realise greater 

operational savings. As at November 2011, Customs employed around 1400 officers in 

Australia’s airports at a cost of over $130 million in the 2010-11 financial year.  The 2011-12 

Federal Budget identified savings of $34 million over four years through efficiencies in 

passenger facilitation at international airports. This involves a reduction in operational staff 

allocated to passenger facilitation activities, primarily at Australian airports. 

The introduction of a private provider platform will enable Customs to find additional 

efficiencies, which can result in further budget savings or enable reallocation to essential border 

clearance and passenger processing activities. 

 

 International practice: the shift to a digital platform for private 

providers 

The digital era has revolutionised the way in which we do business and has set a new 

standard for the ease, efficiency and quality of service that businesses and consumers expect 

in their day-to-day activities. Technology has already benefited many parts of the tourism and 

shopping sector, with financial and travel solutions (e.g EMV chips on credit cards and 

ePassports) providing new levels of flexibility, reliability and low costs. 

It is now time for the GST refund service to go fully electronic. This means that, in the long-

term,  the  paper  refund  cheque  will  become  superfluous,  contributing  to  the paperless 

                                                           
23 Access Economics Pty Limited, 2007, The economic impacts of outsourcing the Tourism Refund Scheme, report prepared 

for the Department of Industry Tourism and Resources, June 2007. 
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society. Electronic Tourism Refund Scheme Technology (eTRS) is what the market place 

demands. We also see Governments to a larger extent digitizing their services and 

administration. A shift to a digital platform for private providers can deliver greater efficiency, 

greater security and a more seamless experience for users. 

eTRS is the first end-to-end electronic refund service. This comprises pre-registered traveller 

data being captured together with purchase data electronically at point of sale. When the 

goods are approved for export, Customs stamp them electronically at the airport. If the 

traveller has pre-registered his/her preferred refund option and it is a credit card or bank 

account, the refund will be automatically deposited to this account. There is no change in the 

refund process as such (the steps remain the same - shopping, export verification and 

refunding) but the process is now completed electronically. 

The service has been designed to cater for all types and sizes of merchants. It also allows 

for the participation of multiple GST refund operators and self-operated merchants. 

Furthermore, the security of the TRS process can be markedly improved by an electronic 

process. Features such as online capturing of issued refund transactions, advanced fraud 

prevention and digital signatures (replacing paper based security) provide greater peace-of-mind 

and protection against unintended use. An electronic service also allows for the automated 

generation of key statistical data (such as volume and value of transactions) that can be used 

for advanced analytics and future planning. 

The rise of global travellers means that, increasingly, countries must vie for visitor spend in a 

highly competitive and globalised travel environment. There is a risk that Australia will fall 

behind nearby destinations such as Singapore that employ an eTRS system. Without an 

eTRS Australia will miss out on opportunities to capture additional shopping dollars from a 

growing outbound travel market in the region. 

 

 NSW Government call for reform 

Further to the discussion in Section 4.2, in late 2012 the NSW Government accepted the VET’s 

recommendation for enhancing the administration of the TRS: 

Action 31D: Call upon the Commonwealth Government to reform Australia’s GST Tourist 

Refund Scheme (TRS) to allow competition by private refund operators that will drive tourist 

shopping and product development to international visitors and allow reimbursement 

whilst visitors are still in Australia (see Appendix 1). 

The TSRG welcomes the NSW Government’s support for reform to a private provider model, 

and submits that a shift in thinking is required amongst Federal policy makers, to better link 

the benefits of a sophisticated TRS with effective tourism policy. 

 

Recommendation 

1 That the Federal Government reform Australia’s GST Tourist Refund Scheme (TRS) to 

provide an open, competitive system allow competition by private refund operators, noting 

that this will drive tourist shopping and product development to international visitors and 

allow reimbursement whilst visitors are still in Australia. 
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7. The economic benefit of reform to tourism shopping 
arrangements in Australia 

 

 Economic modelling of the benefits of TRS reform 

The TSRG and its members engaged KPMG to model the economic impact of a private refund 

operator model for tourism shopping arrangements in Australia.  KPMG developed a Computable 

General Equilibrium (CGE) model of the Australian economy, which provides a sophisticated 

assessment of the impact of greater TRS usage in Australia. The CGE model found that an 

increase in TRS usage from the current 3.6 per cent of departing international visitors (including 

Australians) to 7 per cent, could result in the following:24
 

 An extra 18,000 additional international visitors per annum; 

 Additional visitor economy expenditure of $226 million per annum; 

 Additional Australian Government revenue of $21.2 million per annum; 

 Additional net revenue across Federal and State governments of $6.3 million per annum. 

It should be noted that the CGE model assesses an increase in the take-up rate only, and 

does not consider other TRS changes, such as minimum claim thresholds, the maximum 

claim period or the extension of TRS coverage to service transactions. 

7.1.1 Basis to the economic modelling 

The KPMG CGE model based its assessment on a take-up rate of 7 per cent, as this was an 

estimate provided by the Treasury when the Howard Government considered TRS reform in 

2006/07.25    

As illustrated in Figure 8 below, the take-up rate is also supported by international experience 

which shows that significantly higher take-up rates appear to be limited to those countries with 

significantly lower thresholds for claim value.  We are not seeking any change to the eligibility 

criteria so consider that 7 per cent is achievable but also likely to be a reasonable upper limit. 

The modelling assessed the impact of TRS reform, based on simulations  of  the  potential  

impact  of  the  new  take-up  rate  under  different  tourist shopping export demand elasticities 

(from -2 to -5). The core analysis within KPMG’s report is based on the generally accepted 

elasticity of -4, with the key results under this scenario outlined below. Other economy-wide 

modelling of Australian tourism has used values such as -3 (used in the MONASH model26) -

4 (used in the MM900 model27) for these elasticities. 

                                                           
24 KPMG, 2013, Economic Impact of the Private Provider model for the Tourist Refund Scheme in Australia, report prepared 

for Global Blue Holdings AB (a key TRSG member), January 2013. 
25 Access Economics Pty Limited, 2007, The economic impacts of outsourcing the Tourism Refund Scheme, report prepared 

for the Department of Industry Tourism and Resources, June 2007. 
26 P. Dixon and T. Rimmer, 1999, The Government's Tax Package: Further Analysis based on the MONASH Model, 

CoPS/IMPACT Working Paper Number G-131 
27 KPMG Econtech, 2010, CGE Analysis of part of the Government’s AFTSR Response, Treasury 2010 
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Figure 8:  Claims thresholds and take-up rates28 

 

 Impact on tax revenues at a Federal and State Government level 

The overall impact on aggregate Federal Government and State Government budgets is net 

positive. The overall result outlined in Figure 9 takes the following impacts into consideration: 

 Additional GST refunds issued to departing travellers, which results in reduced State GST 

revenues; 

 Additional Federal Government revenues, through increased retail activity; 

 Additional State Government revenues, through increased retail activity; and 

 Immediate cost savings to State Governments, through the reduction in TRS administration 

as the cost shifts from the state taxpayer to the traveller (user pays). 

Figure 9: Net impact on government tax revenues – Australia-wide 

 
  

7.2.1 Additional revenues to the Federal Government 

The Federal Government will be a net beneficiary as a result of an increase in the take- up rate 

of the TRS from 3.6 per cent to 7 per cent of all departing international visitors (including 

                                                           
28 Global Blue global transaction analysis across 38 TRS countries. 
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Australians). The additional $21.2 million in Federal taxes includes: 

 Additional labour income taxes of $12.4 million per annum; 

 Additional narrow-based indirect taxes (customs and excise duty) of $11.2 million per 

annum; 

 A loss of $2.4 million in other Federal taxes, as resources are re-allocated through the 

economy. 

Additional Federal Government revenues increase as a result of additional economic activity, 

resulting from increased visitor expenditure and a greater number of international arrivals as a 

direct result of the tourism shopping reforms. 

7.2.2 Net revenue impact at a State and Territory government level 

The CGE model takes into consideration a conservative industry estimate that reform to a private 

provider model will result in $10 million in savings per annum.29  As such, the modelling shows 

that a 7 per cent take-up rate will result in: 

 A reduction in GST revenues to the states of $25.6 million per annum as a result of 

increased refunds; and 

 Additional other state tax collections (mostly payroll tax) of $0.7 million per annum. 

The total savings to Customs is likely to be higher than $10 million per annum, given the 

conservative estimate and the potential for more comprehensive reforms that could remove the 

need for Customs to provide export verification services. These savings to the states and 

territories could partially offset the reduction in GST revenues arising from an increase in the TRS 

take-up rate.30
 

 Impact on tourism shopping spend and GDP 

In addition to the impact on tax revenues, the CGE model demonstrates that an increase in TRS 

take-up to 7 per cent will result in considerable additional expenditure in the visitor economy. 

Significantly, a majority of this expenditure will take place within the struggling Australian retail 

industry. 

The overall result, outlined in Figure 10, demonstrates that increased take-up of the TRS results 

in: 

 more traveller shopping exports; 

 a modest enhancement to GDP; and importantly 

 an additional 18,000 international visitor arrivals, as a direct result of  the enhancements to 

tourism shopping. 

                                                           
29 Industry estimate, based on analysis in 2006 by CRA International, Review of tourist refund scheme options, report 

prepared for Global Refund Australia Pty. Ltd.  Note: this figure may be conservative, given the possibility for more 
comprehensive reform that could remove the need for Customs to provide export verification services. 
30 Ibid. 



TOURISM SHOPPING REFORM GROUP 

Pre-Budget Submission 2014-15 

24 

 

 

Figure 10: Impact on tourism shopping spend and GDP 

 
   

Enhancements to tourism shopping arrangements in Australia will come at no real cost to 

government revenue, will have a small yet positive impact on the economy, fix an anomaly in the 

tax system and support an important industry. 

 Economic benefits are simple to achieve 

The benefits of enhancements to tourism shopping arrangements will be simple for the Federal 

Government to realise, given that: 

 administrative changes to the TRS should not require legislative amendment; 

 the introduction of private TRS refund providers should not require the prior approval of State 

and Territory Governments; and 

 international experience demonstrates that private refund providers are able to quickly 

establish a private provider platform. Subject to the administrative change process, a private 

provider platform could roll out in Australia within one to two years. 

  



TOURISM SHOPPING REFORM GROUP 

Pre-Budget Submission 2014-15 

25 

 

 

8. Progress to Date 
 

The TSRG has been working with state and territory governments to seek their input and garner 

support for the proposal.   

In July 2014 the Tourism Ministers’ Meeting discussed the proposal and indicated their general 

support subject to further analysis of the impact on smaller jurisdictions. 

In 2014, a GST Policy Administration Subcommittee (GPAS) working group - comprised of the 

Australian, NSW and Victorian Treasuries - examined the KPMG modelling31 and interrogated the 

modellers in depth.  GPAS has now accepted the validity of the fiscal impacts derived from the 

model and referred the proposal to the GST Administration Sub-Committee (GSTAS) for 

consideration at its meeting of 6 February 2015. 

Assuming GSTAS approves, the next step will be to seek formal approval for the proposal from 

other federal bodies, including the Council on Federal Financial Relations. Following that, the 

proposal would be included in the federal budget. 

The proposal, once agreed, could be implemented relatively quickly.  There are already several 

established providers internationally who could set up systems based on platforms used overseas.  

Certainly, once all required government processes are complete a time frame of one to two years 

would be achievable.  If it was considered desirable a shorter implementation could be achieved 

as shown by recent experience in Malaysia. 

  

                                                           
31 KPMG, 2013, Economic Impact of a Private Provider Model for the Tourist Refund Scheme, report prepared for Global Blue Holdings 

AB. 



TOURISM SHOPPING REFORM GROUP 

Pre-Budget Submission 2014-15 

26 

 

 

9. Conclusion 
 

Reform of Australia’s Tourist Refund Scheme (TRS) to allow competition by private refund 

providers is consistent with the Government’s aim to ‘identify areas or programs where 

Commonwealth involvement is inappropriate or no longer needed’ and ‘improve the overall 

efficiency and effectiveness with which government services are delivered.’ 

The Tourism Shopping Reform Group (TSRG) calls upon the Australian Government to  

implement this enhancement to the operational model for Australia’s TRS, to reduce 

administrative costs to State taxpayers, and enhance the tourism shopping experience in 

Australia. 

The TSRG and its members submit that the time is right for Australia to enhance the TRS, 

through the introduction of private sector providers within an open market, to ensure a 

more competitive tourism shopping industry in Australia. Furthermore, such reforms will enable 

greater efficiencies at airports, resulting in at least $10 million in savings per annum. Through 

greater utilisation of the eTRS digital platform, Customs could potentially realise greater 

savings through the streamlining of the TRS export verification function, the use of risk 

management and possibly outsourcing. 

The TSRG supports the recommendation of the NSW Government, in response to its Visitor 

Economy Taskforce, that the Federal Government enable the entry of private sector TRS 

providers within an open market. Private providers are a fundamental aspect of the TRS in tourism 

destinations, such as Singapore, which promote shopping as a key aspect of the tourism 

experience for international travellers. 

Private providers within a competitive market, have the incentive to develop sophisticated and 

innovative products, which build the knowledge of, and access to, the TRS for international 

travellers. Private refund providers in other markets also actively promote destinations such as 

Singapore as a tourism shopping destination to prospective travellers around the world. 

The tourism shopping industry has the ability to quickly implement proven technology, should 

the Australian Government pursue these reforms. As such, Customs could begin to realise 

savings quickly, which ultimately reduces the cost of TRS administration on the taxpayer, whilst 

enhancing Australia as a tourism shopping destination. 

The TSRG strongly supports the proposals in this pre-budget submission, and would welcome 

the opportunity to discuss them in greater detail. 
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