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Table 1: Victorian Government new industry funding 
 
Additional funding $mn, 

 to 2020-21 

Investing for more Vic jobs 90.0 
Securing our modern energy future 88.8 
Connecting regional communities 45.2 
Victoria gas program 42.4 
Regional partnerships and economic projects 27.5 
Structural adjustment programs 15.0 
National energy markets 12.9 
Energy affordability - putting consumers first 10.7 
Securing our energy future - solar farms 9.6 
Apprenticeships support officers 8.5 
Jobs Victoria - Supporting social enterprises 6.0 
La Trobe Valley workers in transition support 4.0 
Transition worker support and training 3.6 
Small business success in the digital economy 3.6 

Sources: DTF (Vic). 

$221m 
SAVINGS TO BUSINESS 
FROM PAYROLL TAX 
CHANGES OVER 4 YEARS 

$90m 
INVESTMENT ATTRACTION 
& ASSISTANCE FUND 

Victorian Government measures for business and industry 

In a budget heavy on social and infrastructure spending and support for regional areas, the 2017-18 Victorian 

Budget also has several new initiatives for businesses. These are: 

Payroll tax reductions in three forms which together are worth around $221 million over the next four years: 

1. For all businesses, an increase in the threshold from $575,000 to $625,000 p.a. will commence on July 1 

2017 and $650,000 p.a. from 1 July 2018. This measure brings forward planned increases to the payroll 

tax threshold and is expected to save businesses up to $48 million over the next two years. 

2. For Regional businesses, a 25% reduction in payroll taxes (from 4.85% to 3.65%) will be available. This is 

expected to save businesses up to $173 million over the next four years and benefit around 4,000 

regional businesses. 

3. For very small businesses, the annual payroll tax threshold will lift from $10,000 to $40,000, reducing 

some red-tape for some small businesses. 

Other measures for businesses include a $90 million Investment Attraction and Assistance fund to help 

facilitate strategic investment in manufacturing, aviation, medical technology, and food and fibre sectors. 

The fund also aims to support jobs in locations of disadvantage and will partner with strategically significant 

manufacturers to manage their exposure to volatile energy markets.   

$45.2 million is slated to expand access to mobile and broadband technologies and enable better 

participation in the digital economy. This will include $11 million to alleviate mobile blackspots. $27.5 

million is set aside for regional partnerships and economic projects. These should support local economic 

projects and programs including in the areas of agriculture, community projects, innovation and tourism.  

An additional $15.0 million will be added to existing funding for structural adjustment via the Future 

Industries Manufacturing Program and Local Industry Fund for Transition Program. This should support new 

manufacturing technology development and support businesses in regions exposed to automotive 

manufacturing closures.  
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Chart 1: Energy initiatives (total funding to 2020-21) 

Chart 2: Estimated core investment 2015-16 to 2025-26 

Source: DTF (Vic) 

Related to this, an additional $6.0 million in funding will be allocated to social enterprises supporting 

vulnerable or disadvantaged workers and $3.6 million is to be allocated for supporting transitional 

(retrenched) workers. Another $4.0 million will be directed to a support package (over 2 years) for workers 

facing transition in Latrobe Valley, including career planning, job search and digital literacy skills 

development.  

Energy initiatives in the 2016-17 Victorian Budget 

In response to mounting energy cost pressures and security of supply issues across national energy markets, 

the budget outlines several positive measures aimed at alleviating these pressures and further developing 

renewable sources of energy for the state. Over $160 million was announced for energy related initiatives 

over the next four years. Major initiatives are outlined below. 

The Victoria Gas Program will encompass $42.4 million for an extensive scientific study on the development 

of conventional onshore gas in Victoria, also including studies on the viability of potential new offshore 

discoveries and underground gas storage. The government will review the moratorium on all onshore gas 

development in the state once these studies are complete. 

A significant $155 million is set aside to secure Victoria’s energy supplies, with $88.9 million to modernise 

Victoria’s energy system (including funding for renewables, battery storage, microgrids and smart grids) and 

provide energy efficiency information to consumers as well as expanding the Victoria Energy Efficiency 

Target. $23.7 million is set aside to help households and businesses manage energy costs, including 

promoting and updating of the Energy Compare website (enabling access to smart meter data). Increased 

funding ($12.9 million) is set aside to enhance influence and advocacy for Victoria to the COAG Energy 

Council on issues if National Energy Market reform. Also, $9.6 million will be provided in procuring solar 

power for Melbourne’s tram network.  

Other initiatives 

A raft of socially focussed measures were announced which are broadly positive for Victorian 

businesses, including $1.9 billion of funding for family violence initiatives, $1.3 billion in education 

funding, $2.0 billion of funding to enhancing the police and justice system and $2.9 billion in 

health spending. Also, moves to continuing removing red tape as per the Small Business Regulatory 

Review is a positive for businesses. 
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Chart 3: Government Infrastructure Investment 

$1.5bn+ 
NEW FUNDING FOR ROADS 

$1.5bn 
NEW FUNDING FOR 
REGIONAL RAIL 

 

Victorian Government infrastructure construction program 
 
The 2017-18 Victorian Budget adds to an already large infrastructure program, with significant extra funding 

for transport infrastructure projects, including for roads and rail, particularly for regional areas. In 2017-18 

$73.6 billion of state capital projects are commencing or are in train, with a total amount of $14.2 billion in 

new projects announced in this budget, including over $1.5 billion in roads funding.  
 

Major new roads funding includes: 

 

 M80 Ring Road upgrade:    $673 million  

 Mordialloc Bypass:     $300 million 

 North East Link:    $100 million 

 Yan Yean Road Upgrade:   $96.6 million 

 State-wide road restoration and resurfacing: $75 million 

 South Western Vic road improvements:  $53 million 

 South Gippsland Highway improvements: $48 million 

 Regional rod upgrades:   $40.5 million 

 Strong bridges, stronger economy:  $37.3 million 

 Narrow seal roads program:   $37.2 million 

 Optimising transport network:  $27.8 million 

 West Gate Bridge maintenance:  $17.2 million 

 Henty Highway    $10 million 
 
Over $7.7 billion in new capital expenditure has been announced for public non-financial (state owned) 
water corporations. 
 
A significant $1.5 billion has been announced for regional rail revival, including the V/Line rail network and 
trains. 
 
A significant program of other programs may also arise if the state government can secure federal funding. 
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Table 2: Victorian Government forecasts for the state economy 
 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 

% change p.a. actual forecast forecast forecast projection projection 

Real GSP 2.5 3.00 2.75 2.75 2.75 2.75 
Employment 2.1 3.25 2.00 1.50 1.50 1.50 
Unemployment rate 6.4 5.75 5.50 5.50 5.50 5.50 
CPI 1.4 2.00 2.00 2.25 2.50 2.50 
WPI 2.7 2.00 2.25 2.75 3.00 3.25 
Population 1.7 2.00 1.90 1.80 1.80 1.80 

Sources: DTF (Vic), ABS. 
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Chart 4: Annual Gross State Product Per Capita 
Victorian economy: outlook, opportunities and risks 

The Victorian Government expects growth in real state output (GSP) to accelerate to 3.0% p.a. in 2016-

17 (from 2.5% p.a. in 2015-16) due to the current strength of Victoria’s population growth, continued 

elevated house building cycle, as well as a significant program of public infrastructure spending, 

household spending on local goods and services, a pickup in business investment and growth in 

merchandise exports and services exports such as education and tourism. Victoria’s relatively strong 

economic growth is expected to continue, being supported by low interest rates, the lower dollar, 

stronger employment growth (around 3.3% p.a.). The Government expects growth rates in state output 

and employment will slow from 2017-18 to 2.75% p.a., as the dwelling construction cycle eases off.  

GSP per capita is expected to grow steadily over the forward estimates, despite showing no significant 

growth since 2007 (see chart 4). 

 

The Victorian Government identifies key risks to this positive growth outlook as including:  
 a higher than expected interest rate, possibly leading to a higher exchange rate for the Australian 

dollar, and potentially leading to lower than expected economic growth;  

 weaker than expected growth in population and employment. Recent labour market growth has 

been a key source of economic growth for Victoria; and 

 an unexpected downturn in the housing market could lead to lower household wealth, lower 

employment in construction related industries and lower state economic growth. 

The outlook is roughly in line with the private sector economics forecasters. Deloitte Access Economics 

expects the Victorian economy (GSP) to grow by 3.4% p.a. in 2017-18 (DAE, Business Outlook, March 

2017), while NAB Economics expects growth of 2.9% p.a. (March 2017). Private forecasters also expected 

a slowing of growth for the Victorian economy after 2017-18. 
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