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Victorian State Budget 2018-19 

Victoria’s Treasurer Tim Pallas delivered the State’s Budget for 2018-19 on 1st May 2018. This will 

be the final Budget before a State Election in November.  

This year’s Victorian Budget benefits from a positive balance sheet. It proposes increases in 

infrastructure investment and forecasts solid operating surpluses over the four years to 2021-22. 

Government measures for business and industry 

On the revenue side, the Government will reduce the cost of payroll tax for some businesses in 

Victoria. From 1 July 2018, the payroll tax threshold will be increased from $625,000 to $650,000 

for all businesses (as previously announced), while the payroll tax rate for regional businesses will 

be reduced from 3.65% to 2.425% - half the metropolitan rate. This will apply to businesses based in 

regional Victoria who pay at least 85% of their payroll to regional employees. This is expected to 

benefit around 4,000 regional businesses and save them an average of around $10,000 per year. 

Additional funding and initiatives to support business and industry in Victoria include: 

• An additional $55 million for the Investment Attraction and Assistance Program to promote 

investment into manufacturing, aviation, medical technology and the food and fibre sectors. 

• $13.5 million for small business mentoring and support. As recommended in Ai Group’s pre-

budget submission, a key part of this package will focus on helping businesses owners 

understand how they can benefit from the digital economy. 

• A digital roadshow in regional Victoria to provide businesses with practical advice on how to 

make the most of digital technologies and how to reduce cyber security risks. 

 
 

 
Table 1: Top 6 industries in Victoria (by output) 
Industry output shares of Gross State Product 
2016-17 

 

1. Financial services 10.1 
2. Manufacturing 7.4 
3. Health and welfare services 7.4 
4. Professional services 7.3 
5. Construction 7.3 
6. Education and training 5.2 

 Source: Australian Bureau of Statistics 

 

 

 

 

 

 

 

Table 2: Victorian Govt. Industry Support: New Funding 
Additional funding $mn, 

Investment Attraction and Assistance Program                55.0 
Tourism Marketing and expanding the Major Events Fund 51.1 
Small Business Mentoring and Support 13.5 
Enhancing regional mobile coverage 11.0 
Jobs and Investment Fund 10.0 
Creation of Office of Industry Participation and Jobs   4.9 
Support for biomedical research   4.6 
Support for Victoria’s Defence and Supply Chains   2.9 
Regional Tourism Boards and Councils to attract new events   2.0 

Source: Victorian Treasury  
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Victorian Government infrastructure program 
The Victorian Budget provides for total capital investment of $40 billion over the four years to 

2021-22. Annual spending will reach a record $13.7 billion in 2018-19 and will average $10.1 billion 

over the four years to 2021-22 (chart 1). Infrastructure expenditure is spread across hospitals, 

schools, water supply, sports infrastructure, rail and roads.  

The 2018-19 Budget expects to (partially) fund these projects from the proceeds of asset sales 

including $2.1 billion from the Commonwealth Government for Victoria’s 29% share of Snowy Hydro 

Limited. More than half of the proceeds of the sale of Snowy Hydro will be invested various regional 

infrastructure initiatives (table 3). The Government also expects to raise revenue from the 

commercialisation of Land Use Victoria’s lands titles and registry functions. This additional revenue 

will enable the Government to increase infrastructure spending while also maintaining the State’s 

AAA credit rating. 

Transport infrastructure investment forms a key focus of this year’s Budget. The centrepiece is 

almost $2.2 billion for suburban roads upgrades in Melbourne’s north and south-east. A new Major 

Road Projects Authority will be dedicated to delivering the Government’s road infrastructure 

projects. The Budget also provides for $684 million for the second stage of the upgrade to the Monash 

Freeway (widening the Monash from Chadstone to Pakenham); $313 million to upgrade the 

Shepparton rail line; $110 million to speed up the design and planning stages of the North-East Link 

and; a further $75 million to upgrade the Mordialloc Bypass. 

In addition, another $1 billion will be directed into suburban public transport. This will include 

$572 million towards duplication of the Cranbourne rail line, power and signalling upgrades from the 

city to Cranbourne and Pakenham, and designing a new high-capacity metro trains to run to Sunbury. 

Reflecting Victoria’s rapidly growing population and the increasing demands this paces on the 

state’s social infrastructure, spending will increase in healthcare, education and community 

safety. Key social infrastructure projects across the state will include: 

• $1.3 billion for new and upgraded hospitals. This includes $461 million for the Ballarat Base 

Hospital; $396 million for the Victorian Heart Hospital; $115 million for the Wonthaggi 

Hospital; $69.5 million towards the Alfred Hospital and; $29.6 million to expand the Sunshine 

Hospital emergency department;  

• $1.3 billion for schools. This includes $428 million for school upgrades and $273.4 million for 

new schools. Other funding will be directed at land acquisition and planning and design; 

 

Chart 1: Govt. Infrastructure Investment,2005-06 to 2021-22 
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• $769 million for investment in Justice and prison facilities. This includes $689 million to 

expand the high security prison at the Lara Prison and $160 million for additional beds at the 

Malmsbury and Parkville youth justice centres; 

• $231 million to redevelop major sporting venues, including the Etihad Stadium in Docklands 

and an upgrade of the Whitten Oval in Footscray; 

• $82.7 million to revitalise the State’s galleries and museums including $36.6 million to 

redevelop the Australian Centre for the Moving Image in Federation Square; and 

• $48.9 million for emergency services including $28.4 million for infrastructure upgrades and 

new facilities for the Country Fire Authority, Victoria State Emergency Service and Life Saving 

Victoria. 

Transport projects for regional roads and rail 

This year’s Budget commits an additional $941 million for the State’s regional roads. This includes:  

• $333 million towards regional road maintenance of more than 1,000 kilometres of roads; 

• $261 million for road upgrades; 

• $229 million for safety upgrades under the Continuing Towards Zero Road Safety Action Plan; 

• $98 million for the Western Highway Beaufort and Ararat bypasses and; 

• $7.9 million for the Kiewa Valley Highway. 

$17.4 million will also be allocated to fund the newly established Regional Roads Victoria as a 

division of Vic Roads, based in Ballarat. 

Upgrades to regional rail infrastructure and services includes: 

• $313 million to upgrade rail lines so that modern VLocity trains can operate to Shepparton; 

• $189 million for extra stabling and train maintenance facilities; 

• $130 million for regional rail upgrades from Maryborough to Ararat and Ballarat; and 

• $33 million for extra regional rail services; and 

• $50 million towards planning the Airport Rail Link and integrating it with fast rail to Geelong 

and other regional centres. In April the Federal Government proposed up to $5 billion for this 

project and a 50:50 funding and ownership partnership with the Victorian Government. 

 

                                                                                                                                  ($ million) 

Projects  

Expenditure/ 
Capital 
funding 

Regional Victoria  

Road restoration blitz  

Fixing country roads (a) 100.0 

Regional road restoration and maintenance (b) 168.2 

Public transport   

Shepparton Line Upgrade – Stage 2 312.9 

Regional health services   

Ballarat Base Hospital expansion and redevelopment 461.6 

Wonthaggi Hospital expansion 115.0 

Total regional specific investment 1 157.7 

School capital investment  

Land acquisition 155.1 

New schools construction 273.4 

Planning for schools 17.2 

School upgrades 482.8 

Total school capital investment 928.5 

Grand Total 2 086.2 

Snowy Hydro Limited proceeds 2 077.0 

Notes: 
(a) Output funding in 2018-19 and 2019-20. 
(b) Asset component. 

 

Table 3: Infrastructure Projects Funded from Snowy Hydro 
Limited Proceeds  

 

Source: Victorian Treasury 
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Building Local, Buying Local 
 

This year’s Budget includes targeted job support programs and stronger requirements to buy and 
hire locally for major projects: 

• $21.9 million additional funding for the Jobs Victoria program to help more than 2,000 

Victorian job seekers become job-ready and connect with employers; 
• The Major Projects Skills Guarantee will be strengthened to include targeted support so more 

women, at risk youth and Indigenous Australians can gain the opportunity to start working on 

major projects in Victoria. The Skills Guarantee mandates 10 per cent of total work hours on 

major infrastructure projects be carried out by apprentices, trainees and engineering cadets; 

• $4.9 million to create the Office of Industry Participation and Jobs and to expand the 

Industry Capability Network to Ballarat, Bendigo, Geelong and Shepparton to support local 

jobs and participation of local businesses in major projects; 

• An additional $2.9 million to support Victoria’s defence industry and supply chains and; 

• $2 million to help Regional Tourism Boards and Councils grow their local economies and local 

jobs by attracting new visitors and new events.  

Government measures for education, jobs and training  

Recent job vacancy data suggests Victorian businesses are facing increasing difficulties in filling 

skilled positions at all skill levels three and four (chart 2). Demand for skilled workers is expected 

to remain strong into the future to meet requirements across a diverse range of industries (chart 

3). In response, the Budget allocates $644 million for training initiatives and $184 million for skills 

programs in schools. Among the key education funding initiatives: 

• From 1 January 2019, 30 priority TAFE courses and 18 pre-apprenticeship courses across 

the state will be free. These include Certificate IV/Diploma in Building and Construction, 

Certificate III in Civil Engineering and Certificate IV in Engineering, Certificate 

IV/diploma/Advanced Diploma in Accounting; 

• $304 million to open new classes and create 30,000 new TAFE and training places; 

• $49.8 million for a new Head Start Apprenticeship and Traineeship program for secondary 

school students to learn a trade at school. Students will have the option of undertaking an  

 

  Chart 2: Job vacancies per 1,000 jobseekers, 2013 to 2017 

Chart 4: Projected Victorian Employment Growth, Selected 
Industries, 2017 to 2022 

Source: Commonwealth Dept. of Jobs and Small Business 

Source: Victorian Treasury 

 

9

10

11

12

13

14

15

2013 2014 2015 2016 2017

va
ca

nc
ie

s 
pe

r 
1 

00
0 

to
ta

l j
ob

s

Certificate II, III or IV (skill levels three and four)

Certificate I or secondary education, diploma or advanced diploma (skill levels two and five)

Chart 3: Projected Victorian Employment Growth, 
Selected Industries, 2017 to 2022 

-20 -5 10 25 40 55 70

  Agriculture, Forestry and Fishing

  Other Services

  Arts and Recreation Services

  Rental, Hiring and Real Estate Services

  Financial and Insurance Services

  Transport, Postal and Warehousing

  Administrative and Support Services

  Public Administration and Safety

  Retail Trade

  Accommodation and Food Services

  Construction

  Education and Training

  Professional, Scientific and Technical Services

  Health Care and Social Assistance

per cent



  

 
5 

            May 2018 

additional year of high school and graduate with an apprenticeship or traineeship in a high 

growth or demand industry; 

• $120 million to upgrade regional TAFE campuses in Bendigo, Morwell and Sale and; 

• $25.9 million to improve the quality of secondary school vocational pathways. 

 
Victorian Budget: revenue, expenditure, balance and debt 
Revenue to the Victorian Government is estimated to have grown by 8.6% p.a. (nominal growth) in 

2018-19, supported by the State’s strong economy, real estate values and employment conditions. 

Revenue growth is expected to average 4.0% p.a. over the next four years, reflecting the 

Government’s positive forecasts for economic growth in the near to medium term (see below). 

On the revenue side, Victorian government revenue from land transfer duty is expected to 

increase by 3.8% in 2018-19. Revenue growth from this source is expected to slow to an average 

rate of 3.2% p.a. over the three years to 2021-2,2 due to moderating house price growth.  

Revenue from payroll tax is expected to grow by 4.1% p.a. in 2018-19, and by an average of 5.4% 

p.a. over the three years to 2021-22. Payroll tax receipts will be supported by strong employment 

growth due to sustained state economic growth.  

Expenses in 2016-17 are estimated to have risen by 9.9% p.a. in 2018-19(nominal growth) and are 

expected to rise at an average annual rate of 3.9% p.a. over the next four years. Victorian 

Government expenses are growing due to increased demand for health and education services 

from a growing population, the delivery of more transport and road projects and funding for 

community safety services.  

The Government expects an operating surplus of $1.4 billion in 2018-19 with surpluses averaging 

$2.5 billion across the three years to 2021-22. Net debt at 30 June 2018 is expected to rise to 

$19.6 billion (4.6% of GSP) from $15.8 billion as at 30 June 2017. Net debt is projected to increase 

to $31.4 billion (6.0% of GSP) by 2021-22. 

 

 

 

 
 

Chart 4: Real GSP per capita, % change p.a. 2006-07 to 2021-22 

Source: Victorian Treasury 

 

Table 4: General Government Fiscal Position 
 2016-17 2017-18  2018-19 2019-20  2020-21 2021-22 

 Actual  revised  estimate estimate   estimate estimate 

Revenue growth, 
% p.a. 

7.1 6.4  8.6 1.6      2.8  3.3 

Expenses growth, 
% p.a. 

7.7 6.4  9.9 0.8      1.8  3.2 

Operating balance, 
$mn. 

 2,709  2,042    1,380 1,971  2,715 2,891 

Net debt, $mn. 15.8 19.6  24.3 28.0    29.8 31.4 

Net debt to GSP 3.9  4.6  5.4 5.9      6.0  6.0 
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Victoria economy: outlook, opportunities and risks 
The Budget presents a positive outlook for the Victorian economy with growth to benefit from low 

interest rates, the relatively low Australian dollar, strong population growth and a large 

infrastructure construction pipeline. As a result, Victorian GSP is expected to expand by 2.75% p.a. 

pace in 2018-19, and to remain at this rate in each of the three years to 2021-22. The state’s 

infrastructure program and household consumption are expected to make the largest contributions  

to growth in 2018-19 and over the forward estimates. 

GSP per capita is also expected to continue to rise in future years as growth in real economic 

activity outpaces population growth in each year to the end of the forward estimates (Chart 4).  
Despite a solid growth outlook for non-residential construction, total business investment is 

expected to grow modestly over the four years to 2021-22 due to subdued prospects for 

investment in plant and machinery. This partly reflects the relatively low capital intensity of 

Victoria’s major growth industries, including the services sector. 

Employment is forecast to grow by 2.0% p.a. in 2018-19. Although this an easing from 2.75% p.a. 

growth in 2017-18, it will mark five consecutive years of above trend growth. Further ahead, 

employment growth of 1.75% p.a. is expected in each of the three years to 2021-22. The 

unemployment rate is expected to stabilise at 5.75% in 2018-19 before declining to its trend rate 

of 5.5% in 2019-20.  

Rising interest rates and slower dwelling construction and investment could constitute downside 

risks to the outlook for Victoria’s economy. This is balanced by a supportive global economic 

backdrop and the potential upside from increases in the supply of labour should population growth 

and/or the labour force participation rate be higher than expected.   
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Table 5: Victorian Government economic forecasts 
 2017-18 2018-19 2019-20 2020-21      2021-22 

% change p.a. forecast forecast forecast forecast     forecast 

Real GSP 3.00 2.75 2.75 2.75                2.75 

Employment 2.75 2.00 1.75 1.75                1.75 

Unemployment 5.75 5.75 5.50 5.50                 5.50 

CPI 2.00 2.25 2.50 2.50                2.50 

WPI 2.25 2.50 2.75 3.00                3.25 
Population 2.30 2.20 2.10 2.00                2.00 

 Source: Victorian Treasury 
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