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Division 9:  Treasury and Finance, $1 328 538 000 - 
Hon Jon Ford, Deputy Chairman. 

Hon Nick Griffiths, Minister for Racing and Gaming representing the Treasurer. 

Mr J. Langoulant, Under Treasurer. 

Mr D. Smith, Acting Executive Director, Economic. 

Mr C. Murphy, Executive Director, Finance. 

Mr G. Jayasinghe, Chief Finance Officer. 

Mr W.R. Sullivan, Commissioner for State Revenue. 

The DEPUTY CHAIRMAN:  On behalf of the Legislative Council Estimates Committee I welcome participants 
to today’s hearing.  Government agencies and departments have an important role and duty in assisting 
Parliament to scrutinise the budget papers on behalf of the people of Western Australia.  The Committee values 
that assistance.  It will greatly assist Hansard if when referring to the Budget Statements volumes or the 
consolidated fund estimates members give the page number, item, program, amount and so on in preface to their 
questions.  If supplementary information is to be provided, I ask for cooperation in ensuring that it is delivered to 
the committee clerk within five working days of receipt of the questions.  An example of the required Hansard 
style for the documents has been provided to the advisers.  The Committee reminds agency representatives to 
respond to questions in a succinct manner and to limit the extent of personal observations.  Has each of the 
witnesses read, understood and completed the Information for Witnesses form? 

WITNESSES:  Yes. 

The DEPUTY CHAIRMAN:  Do all the witnesses fully understand the meaning and effect of the provisions of 
that document? 
WITNESSES:  Yes. 
The DEPUTY CHAIRMAN:  We are running a bit behind time, so I ask members to keep their questions 
succinct.  I will endeavour to make sure that everybody has an opportunity to ask questions. 
Hon GEORGE CASH:  I refer to budget paper No 3, page 1, the second paragraph of which states -  

Consistent with these targets, an operating surplus for the general government sector (the budget 
‘bottom line’) of $83 million is projected in 2003-04, with increasing surpluses across the outyears.  
These surpluses play a critical role in containing net debt at sustainable levels, . . .  

Can the minister confirm that debt rises as a result of cash deficits - that is, the Government is not getting enough 
dollars in revenue to pay for all its expenditure - and that the last three budgets have been three cash deficit 
budgets? 
Mr LANGOULANT:  There is adequate revenue from an operating perspective to cover the operating expense 
of government.  The Government has a substantial capital works program, which contributes to the cash position.  
That capital works program is being funded in part by increases in debt.   

Hon GEORGE CASH:  It is a cash deficit budget, is it not? 

Mr LANGOULANT:  From a cash perspective, there are cash deficits reflected through the numbers, but it is not 
a target which the Government has set for its financial management.   

Hon GEORGE CASH:  On page 2 of the same document, the fourth paragraph refers to the provision of some 
commonwealth grants that were unforeseen at the time of the last budget and to agencies carrying forward 
expenses from 2001-02 to 2002-03.  Can the minister provide, probably as supplementary information, details of 
those grants, when they were made and the expected timing of the expenditure to which that paragraph refers? 
Hon NICK GRIFFITHS:  I will invite the Under Treasurer to respond briefly, but I think the balance of the 
answer will be provided on notice. 
Mr LANGOULANT:  Most of the detail is contained in budget paper No 3, but I cannot locate it immediately.  
The commonwealth grants to which the member is referring are primarily moneys received from the 
Commonwealth for health funding from the Department of Veterans Affairs for services provided in previous 
years when the Commonwealth Government was providing moneys in 2002-03 as effectively back payment for 
those service deliveries.  Other commonwealth grants that were not foreseen at the time of the budget include for 
the first time the first home owner grant scheme.  I think the member also referred to a carryover of funding.  
There was a carry-forward of unspent expenses from 2001-02 into 2002-03 of the order of $72 million.  This 
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came from a range of agencies.  It reflected the simple fact that agencies had programs which they had not fully 
expended on in 2001-02. 
Hon GEORGE CASH:  Can the minister provide by way of supplementary information the detail of that 
$72.6 million to which the Under Treasurer is referring? 

Mr LANGOULANT:  We can give that information by agency. 

[Supplementary Information No 61.] 
Hon GEORGE CASH:  I refer to pages 16 and 17 of the same document, which deal with a summary of general 
government revenue and expense variations since the 2002-03 budget.  Page 16 indicates that there was an 
increase in the revenue of $181.8 million and an increase in expense for that same period of $248 million.  I 
might also add that it refers to the carryover of $72.6 million, to which the Under Treasurer referred.  That 
clearly indicates that although revenue was growing, the expenditure was certainly outpacing the growing 
revenue during that period.  Could the Under Treasurer confirm that to be the case? 

[12.20 pm] 

Hon NICK GRIFFITHS:  As I understand it, Hon George Cash is referring to page 16 of budget paper No 3, 
which shows total revenue of $181.8 million and total expenses of $248 million.  A number of items are referred 
to above that figure of $248.8 million.  Those items relate to expenses that are not within the State’s control.  
One of those items is first home owner grants.  Those grants become expenses to the State because they wash 
through the State’s books; therefore, the State seems to be spending more.  However, if the Commonwealth was 
not providing that money, which the State facilitates in an administrative way, that increase in expenses would 
not occur.  Other items are non-government schools grants on-passed, and depreciation of road network.  It has 
to do with accounting considerations rather than with money being spent hand over fist.  It is a matter of the 
treatment of these items of expenditure 
Hon GEORGE CASH:  How can we reconcile the minister’s comments in respect of expenses when 
$105.4 million of the total revenue is from commonwealth grants for North West Shelf royalties?   
Mr LANGOULANT:  I think I need to clarify the situation.  The table to which the member is referring provides 
the movement from the 2002-03 budget to the mid year.  It does not provide the full year.   
Hon GEORGE CASH:  That is right.  During that period there was an increase in expenditure, notwithstanding 
the source, of $66.2 million. 
Mr LANGOULANT:  That is correct, but I am not sure that it means terribly much, with respect.  What you 
need to do is look at the full-year movements, because to mid year we receive estimates from the agencies of 
what their expected levels of expense will be for the full year.  We measure that again at the time of budget and 
get more reliable estimates from the agencies.  When you look at the full table you will get the picture for the 
whole year on a more reliable basis.   
Hon GEORGE CASH:  The table on page 52 of the same document suggests that there will be total net savings 
of $750 million.  How will the e-commerce procurement saving of $230 million unfold?  If necessary that can be 
provided by way of supplementary information.   

Mr LANGOULANT:  These procurement savings flow from the functional review recommendations.  You 
mentioned e-government.  This is broader than just e-government procurement.  This is savings from the total 
procurement activities across government. 

Hon GEORGE CASH:  It is e-commerce procurement. 
Mr LANGOULANT:  Most of the savings will come from just procurement practices.  As you can see from the 
estimates, the first savings are due to arise in 2004-05, and they will build up after that.  In the period between 
now and when those savings are due, we will be doing significant work with all agencies across the public sector 
to fully understand what their procurement activities are and also to identify ways in which we can achieve 
savings in those procurement practices.  The major ways in which we envisage that being achieved is through 
aggregation of procurement.  At the moment most of the procurement is occurring on an agency-by-agency 
basis.  We propose that that will move to a more aggregated basis and we will therefore pick up savings from 
those economies.  A substantial process is involved in procurement activity across government.  We believe that 
activity can be simplified, and that will also generate significant savings.  That process still has some time to go, 
and we will be working with the sector for most of this calendar year to determine the arrangements that will be 
put in place to achieve those savings.  A substantial amount of planning is taking place to identify the areas in 
which the savings will best arise and what processes we can put in place to achieve those savings.   
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Hon GEORGE CASH:  The reason I raise this issue is that it seems to me that we speculate on the savings that 
will occur but we never reconcile what happens when the savings do not occur.  Some of the savings that are 
forecast are nothing more than the juggling of balances within departmental accounts.   
Hon NICK GRIFFITHS:  That is an observation rather than a question.  It may be an observation of what past 
Governments have done. 
Hon GEORGE CASH:  Indeed.   
Hon NICK GRIFFITHS:  There have been real savings under this Government.   
Hon GEORGE CASH:  Then I would be very pleased if the minister could point to the real savings that have 
been achieved.   

Hon NICK GRIFFITHS:  In this Government’s first budget the savings were in excess of $800 million. 

Hon GEORGE CASH:  Would the minister be good enough to provide that by way of supplementary 
information rather than delay the Committee by providing it now?    

Hon NICK GRIFFITHS:  That was in the budget papers that were handed down in 2001. 

Hon GEORGE CASH:  Would the minister be good enough to provide a reference to that so that I can check it?  
I do not believe they were real savings at all.   

Hon NICK GRIFFITHS:  I will disabuse the member’s lack of belief and provide the information.   

Hon GEORGE CASH:  I refer to page 177 of the Budget Statements, schedule of administered payments and 
receipts.  The first heading under cash inflows from administered transactions is operating activities, and the 
second item under that heading is taxation.  It indicates that in 2001-02, the actual was $2.511 billion and that 
will rise to $3.426 billion by 2006-07.  Can the minister confirm that no commonwealth grants are involved in 
that item and it is purely from state taxation measures?   

Hon NICK GRIFFITHS:  That is correct.   

Hon GEORGE CASH:  It is almost a $1 billion increase.   

Hon NICK GRIFFITHS:  That is state taxation.   

Hon DEE MARGETTS:  I refer to page 157, output 2, asset management and financing.  One of the major 
initiatives for 2002-03 under this output at page 158 is to provide assistance to government agencies in 
establishing public-private partnerships - or PPPs - in Western Australia.  How many PPPs have been negotiated 
or are currently operational; how does the Department of Treasury and Finance intend to provide assistance to 
government agencies to establish PPPs, and what agencies will be receiving this assistance; and how much has 
been budgeted in 2003-04 for the implementation of the State Government’s PPP policy?  

[12.30 pm] 

Mr LANGOULANT:  There are no public-private partnership projects in place at the moment under the 
Government’s PPP policy arrangements.  Other financing arrangements were implemented under previous 
Administrations but not under this Government.  I am interpreting the member’s question to refer to the 
Government’s PPP policy that was released within the past 12 months. 

Hon DEE MARGETTS:  It never was released, actually. 

Mr LANGOULANT:  The Treasurer publicly released it.  We can provide the member with a copy. 

Hon DEE MARGETTS:  I have a copy. 

Mr LANGOULANT:  It was released by the Treasurer in the old Treasury building one morning. 

Hon NICK GRIFFITHS:  About 10.00 am. 

Mr LANGOULANT:  In December of last year.  We currently have limited resources to work with to advise 
agencies.  One person stands ready to work with agencies who believes that a major piece of capital works could 
be funded by other than traditional borrowings through the Treasury Corporation.  Policy requires that before a 
PPP financing technique is considered, the Government must already have agreed that it was a project worth 
pursuing, and therefore it would be on the capital works program.  The only project currently being considered 
for financing under the PPP option is the central business district courts project for extended courts around Pier 
Street. 

Hon DEE MARGETTS:  So the Ravensthorpe nickel project does not qualify? 

Mr LANGOULANT:  Not as a PPP project in the traditional sense of a PPP. 
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Hon DEE MARGETTS:  It is amazing. 

Mr LANGOULANT:  In terms of the budget provision, the CBD courts project - 

Hon DEE MARGETTS:  Do you mean the fact that the Ravensthorpe nickel project - 

Hon NICK GRIFFITHS:  Will the honourable member allow the Under Treasurer to answer the question? 

The DEPUTY CHAIRMAN (Hon Jon Ford):  The member should allow the adviser to finish his answer. 

Mr LANGOULANT:  We made provision in the budget for the CBD courts project, which is consistent with the 
policy on PPPs for those projects to be agreed as part of the capital works program, before we considered how 
the financing would occur.  I am talking about projects that are consistent with the PPP arrangements. 

Hon DEE MARGETTS:  If the Commonwealth, the State and a private mining company are helping to finance 
schools, roads and infrastructure in Esperance, somehow or other that misses out on being called a public-private 
partnership? 

Hon NICK GRIFFITHS:  The honourable member is referring to the Ravensthorpe nickel project, to which she 
referred earlier.  That is an important project for a very important part of the State that is in the member’s 
electorate.  It is an agricultural region.  The State has committed $18.4 million as part of a package, and it is 
hoped that the Commonwealth will sign off on it and contribute a similar amount.  It is a billion dollar project 
which will provide a lot of jobs, and if it gets the go-ahead from the Commonwealth and circumstances are such 
that the investment takes place, it will provide good infrastructure for a part of the State that deserves to have 
that infrastructure.  It is a very good project, but it does not come within the parameters of the public-private 
partnership policy. 

Hon DEE MARGETTS:  I will follow that up.  I am flabbergasted.  This is not a greenfields mine project; this is 
an existing area.   

Hon NICK GRIFFITHS:  This is an estimates hearing, not a debate. 

Mr LANGOULANT:  The Government is putting forward significant infrastructure on the Burrup to facilitate 
mining developments there, particularly petroleum developments, very similar to the sort of arrangement the 
member is talking about in Ravensthorpe.  Governments enter into those arrangements at various times to 
facilitate major industrial activity - mining activity or whatever.  The member asked whether it was considered to 
be a PPP.  It is not considered to be a PPP as that concept is generally understood, but there is a relationship 
between government and private developers - 

Hon DEE MARGETTS:  I am sorry, but I think my point has been missed.  We are not talking about the 
provision of infrastructure for the mine; we are talking about an existing residential area in a non-greenfields 
project for which private funding for public infrastructure, such as schools, hospitals and roads, is being 
negotiated as part of a package.  That is fundamentally different from state agreement Acts or existing mining 
infrastructure.  I find it extraordinary that there might be no recognition of that.  I know the teaching fraternity 
finds it extraordinary as well.  That is something I will have to follow up, because if a Labor Government does 
not understand that, that is a real issue. 

Hon NICK GRIFFITHS:  I can assure the honourable member that if the project goes ahead, it will be very good 
for her constituents.  It will create a lot of employment, and I would have thought she would be supporting the 
project rather than knocking it. 

Hon DEE MARGETTS:  A $75 million payment from the National Competition Council for deregulating retail 
trading, amongst other things, in Western Australia has been included in the budget for 2003-04.  Why has that 
payment been included, when a decision is yet to be made on the deregulation, supposedly, of Western 
Australia’s retail trading hours?  Will the $75 million payment be used for financing particular projects or 
infrastructure?  How does the Department of Treasury and Finance expect to fill the gap should a decision be 
made against deregulation of retail trading hours and other elements of the package that supposedly still have not 
been decided? 

Hon NICK GRIFFITHS:  In respect of the national competition payments, which are the subject of agreements 
entered into many years ago between Governments, no decision has been made that any payments should be 
reduced.  Therefore, the money is properly accounted for in the budget papers.  If it were otherwise, the member 
would have a point, but at this stage the person who makes the decision - the federal Treasurer, Hon Peter 
Costello - has not made a decision to take any money away from Western Australia.  If he were to make such a 
decision, that would be against the interests of Western Australia and, frankly, a gross infringement of the State’s 
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rights, which I would have thought members of the Liberal Party would be very upset about.  No decision has 
been made, therefore the treatment of the money in the budget papers is quite proper. 

Hon MURRAY CRIDDLE:  I refer to page 220 of the Economic and Fiscal Outlook and the capital works 
program, which indicates that capital works funding for 2003-04 is estimated at $3 452.9 million.  Can the 
minister indicate the carryover of unspent moneys in the capital works programs from 2001-02 to 2002-03?   

[12.40 pm] 

Hon NICK GRIFFITHS:  That is a very proper question.  There invariably is carryover in projects that involve 
these sorts of moneys.  For the question to be answered properly, and it will need to be answered on an agency 
basis, I ask that it be taken on notice.   

[Supplementary Information No 62.] 

Hon MURRAY CRIDDLE:  The previous Government put aside $300 million from the sale of AlintaGas for the 
New MetroRail project.  I note that in the planning and infrastructure budget the project is hidden in all the other 
expenditure across the board.  Can the minister outline the funding arrangements, and whether they are 
borrowings or otherwise, for that project over the out years?   

Hon NICK GRIFFITHS:  There is a split between cash and borrowings.  The detail of that will be provided by 
way of supplementary information.   

[Supplementary Information No 63.]   
Hon MURRAY CRIDDLE:  I note that on the same page land and property sales total $235.4 million in this 
source of funds.  Can the minister indicate what those sales are?   

Hon NICK GRIFFITHS:  Again, a number of agencies are involved.  I think the member is seeking as specific 
information as can be provided.  I am sure the member would not ask the question without a good reason.   

[Supplementary Information No 64.]   
Hon ED DERMER:  My questions relate to output 1 and the major achievements for 2002-03, which span pages 
156 and 157.  The first major achievement refers to the Department of Treasury and Finance’s considerable input 
into a comprehensive review of the services provided by government agencies, as well as the review of 
procurement and asset management practices.  I am interested in the specific advantages that have been derived 
from modifications in those practices.  I note that we were provided with considerable information earlier about 
the review of procurement practices in response to the questions of Hon George Cash.  What information can be 
provided on the advantages that have been derived from the review of asset management practices?   

Hon NICK GRIFFITHS:  I thank the member for the question.  The matter is dealt with in part on page 52 of 
budget paper No 3, but I invite the Under Treasurer to make further comment.   

Mr LANGOULANT:  As part of the functional review process, we engaged PricewaterhouseCoopers to do a 
good deal of work, including working with agencies to identify their asset management practices.  As part of that 
process, PricewaterhouseCoopers looked at the asset sales that agencies make from time to time, to which the 
member who asked the previous question referred.  As a result of that work, the Government has decided to 
establish a group within the Department of Treasury and Finance, aided by officers from the Department of 
Housing and Works and other agencies, to review the asset management practices across the sector and also to 
identify assets - primarily land assets - that are surplus to need across the government sector.  As is shown on 
page 52 of budget paper No 3, those assets were estimated to total $102 million over the forward estimates 
period.  The activity that the committee has been asked to look at is ongoing and the precise assets are still to be 
identified.  As the member will see from these estimates, for instance, $12 million is estimated to be raised from 
this activity in 2003-04 and it grows to $35 million in 2006-07.  That is on the basis of asset sales of about 
$190 million that occur every year, so it is a relatively small addition in asset sales.  Those asset sales will help 
to fund other capital works that the Government is pursuing, and it will relieve the use of debt to fund those 
capital works.   

Hon ED DERMER:  My next question relates to the third major achievement for 2002-03 listed on page 156.  It 
states that the Department of Treasury and Finance contributed to the formulation of the 2003-04 budget and 
forward estimates with several enhancements to the process to enable further increases in the quality and 
timeliness of advice provided to government.  I would be grateful for a description of the principal enhancements 
involved.   

Mr LANGOULANT:  We have put in place a number of initiatives in 2003-04 to develop the budget.  One of 
them was giving agencies greater warning and advance notice of our information requirements.  The process 
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started well before Christmas and the major submissions for the budget round occurred just prior to Christmas.  
Therefore, the discussions that occurred with agencies through February were far more informed and smoother 
than have occurred in previous times.  It gave rise to better decision making because the quality of information 
was better.  We also had electronic means of collecting data and managing the process during those discussions 
with agencies, for keeping available to the Government good estimates of what were the impacts of various 
decisions on budget aggregates.  As that process was operated on a more informed basis, the process was 
completed earlier than usual, which enabled a better production of the budget papers.  We are now in the fourth 
year of these budget papers holding their current form, and they are becoming far more readable and 
understandable.   

Hon ED DERMER:  The next achievement refers to the Treasury information management system and the 
necessity for agencies to meet their budget paper reporting requirements.  You may have covered that in your 
last answer, but is there further advice about how they are meeting their reporting requirements?   

Mr LANGOULANT:  Yes, I did answer that.  It was the electronic form of data collection that we have had in 
place, which I referred to in the previous answer.  I am pleased to say that it is now operating quite effectively.   

[12.50 pm] 

Hon ED DERMER:  I refer to the last of those major achievements listed on page 157 of the Budget Statements.  
The reference is -  

Continued to improve and foster relationships with agencies, through a program of regular visits, which 
has led to a better understanding of the agencies’ business and the issues impacting on them.  This has 
enabled improvement in the quality of advice to both agencies and government.   

What feedback was received from the various agencies’ officials about the effectiveness of those agency visits?   

Mr LANGOULANT:  The agencies, I think, appreciate the visits made by the Department of Treasury and 
Finance.  As the member would appreciate, the budget process is very interactive between the agencies and 
Treasury.  This facilitates good discussions between ministers.  Agencies must have confidence that the advice 
Treasury and Finance provides to the Treasurer and other members of the Government is based on a good 
understanding of the agencies’ business.  That is our aim.  We work with agencies to gain an understanding of 
their cost and demand pressures and the policy issues bearing on agencies at any time.   

Hon ED DERMER:  Therefore, the department knows more clearly where data is coming from.  

Mr LANGOULANT:  Indeed.  That process is well under way, and takes place with the group in the Department 
of Treasury and Finance that deals with budget matters.   

The DEPUTY CHAIRMAN:  I have some questions on notice responses provided as supplementary information 
to Hon Giz Watson’s questions to the Department of Housing and Works division, but referred to as Department 
of Treasury and Finance matters.  I table those answers.   

Hon GEORGE CASH:  I have a simple question relating to page 152 of the Budget Statements: has the Taxation 
Administration Act been proclaimed; if not, why not?   

Hon NICK GRIFFITHS:  I am advised that the legislation has not been proclaimed yet, but the finishing touches 
on the work necessary for proclamation are under way.  I am advised that it will be proclaimed and be operative 
from 1 July.   

Hon GEORGE CASH:  Given that the Bill was passed by Parliament some considerable time ago, what issues 
are involved in the delay to its assent and proclamation?   

Hon NICK GRIFFITHS:  I invite Mr Sullivan to comment.   

Mr SULLIVAN:  One particular matter with the legislation has taken a lot of work.  At this stage, we are still 
unclear whether a section of the Taxation Administration Act will be able to be proclaimed.  This provision 
relates to the publishing of commissioner’s practices.  Significant work has been necessary to put the 
documentation together.  We are working on a best-endeavours basis to have that ready by 1 July.  It is unclear 
yet whether we will be in a position to have the section proclaimed along with the rest of the Act.  It has been 
necessary to hold back proclamation so a decision can be made on whether the Act in total will be proclaimed or 
the Act minus the relevant section will be proclaimed.   

Hon GEORGE CASH:  Three-quarters of the way down page 155 of the budget papers, an outcome and key 
effectiveness indicator reads -  

Extent to which all registered stamp duty rental persons audited had paid their correct liability.   
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The indicator for 2001-02 was 46 per cent; in 2002-03, it was 44 per cent; and for 2003-04, it falls to 40 per cent.  
Why are we going backwards rather than forwards?  Three points further down the page refers to the outcome of 
the assessment of value for money from public sector procurement; this reads - 

Extent to which client agencies agree that their contracts were awarded on a value for money basis.   

In 2002-03, 80 per cent was the indicator.  It is to be 80 per cent again for 2003-04.  Am I mistaken in saying 
that 20 per cent of client agencies believe they are not getting value for money?  If so, can the department 
identify the clients who believe their contracts are not awarded on a value for money basis? 

Hon NICK GRIFFITHS:  There are two questions covering two areas.  I invite Mr Sullivan to comment on the 
first matter, and Mr Murphy to comment on the second.   

Mr SULLIVAN:  Probably the most pertinent explanation is given by contrasting the figures to which the 
member pointed concerning stamp duty rental.  The 2002-03 figure was that 44 per cent of clients paid their 
correct liability.  The corollary of that, of course, is that 56 per cent have not paid their correct liability.  The 
figures below that entry on the same page relate to the first home owners grant and the pensioner rebate scheme.  
The figures reflect audit targeting and the scope of audit.  We check 100 per cent of the claims made for correct 
concession claim with the first home owner grants and pensioner rebates scheme.  As a result, the compliance 
figures are relatively high with non-compliance about two percent.  The denominator with stamp duty rental and 
payroll tax is the number of people audited.  This is a subset, as we do not have 100 per cent audit coverage.  The 
non-compliance figure reflects that we have specific data matching and audit targeting arrangements by which 
we try to concentrate our audit effort, after-desk audit and intelligence data on likely areas of non-compliance.  
Hence, if we were to audit 100 per cent of those registered, the non-compliance figure would be significantly 
lower.  In other words, we have targeted those more likely to be non-compliant.  That is the reason for the figure. 
The second part of the member’s question noted a reduction in the compliance figure from 2002-03 to 2003-04.  
Implicit is that the level of non-compliance is likely to increase.  The reason that this judgment has been made is 
that, as the member is probably aware, the business tax review anticipates the overall total rental duty 
arrangements to be broadened at the base and the rate lowered.  This will significantly alter the way the tax is 
imposed and calculated.  A significant education campaign is being undertaken; nevertheless, it is anticipated 
that a higher degree of non-compliance is likely with those targeted purely as a result of the changeover and 
people becoming familiar with the new arrangements.   

Hon GEORGE CASH:  My second question related to value for money with public sector procurements. 

Mr SULLIVAN:  I am sorry.  I saw the first question being in two parts.  

[1.00 pm] 

Mr MURPHY:  The client satisfaction measure resulted from a client survey.  On that basis, it would not be 
possible to identify individual responses.  The survey sought to identify client satisfaction around value for 
money.  The dimensions of procurement are competing priorities between the quality of products and the cost, 
which were both taken into account in assessing value for money.  The expectation of achieving the lowest cost 
is easily met if qualitative factors are disregarded.  In a similar vein, opting for the highest quality may not be in 
the best cost interests of the State.  In addition, probity requirements are addressed in a further measure down the 
page.  As can be seen, the clients believe Treasury is contributing an appropriate level of effort and achieving all 
the probity requirements.  Clients’ perceptions about value for money differ from time to time depending on 
their perspective of qualitative and cost factors.  It will therefore not be possible to satisfy the perceptions of all 
clients all the time that they are receiving absolute value for money. 

Hon GEORGE CASH:  The specific words are, “Extent to which client agencies agree that their contracts were 
awarded on a value for money basis”.  I would have thought value for money takes into account the issues Mr 
Murphy raised.  However, I understand the qualitative aspect of the issue. 

Hon LOUISE PRATT:  I refer to commonwealth-state relations on page 152.  When previous reference was 
made to the commonwealth grant negotiations, I understood that revenue allocated to Western Australia from 
those grants would increase by 0.9 per cent.  However, I understand there will in fact be a decrease in light of 
inflation.  What is the status of those negotiations?   

Hon NICK GRIFFITHS:  Although the Commonwealth’s revenues are growing considerably, thanks in part to 
economic activity in Western Australia, the Commonwealth has not seen fit to provide the States with money to 
enable them even to keep up with the rate of inflation.  It amounts to more than mistreatment, which has been 
longstanding.  Irrespective of who is in power in Western Australia or the colour of the political party that 
occupies the Treasury bench, Canberra seems to continually put the squeeze on Western Australia.  It is about 
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time it stopped.  Every time we have to cut expenditure or, as we have regrettably done this year, increase taxes, 
it is because the Commonwealth fails to carry out its obligations as the senior partner in the Federation.  

Mr LANGOULANT:  The payments we receive from the Commonwealth come in two forms: the first is untied 
grants, whereby the State is free to spend the money as it wishes.  Those moneys are affected by the 
Commonwealth Grants Commission’s determination of our share of the total funding.  Under the 
Commonwealth Grants Commission methodology, our share of that funding has been declining for several years, 
primarily because the State’s economy has performed better than that of most other States in Australia.  That has 
been a major issue for the Government.  Quite substantial representations have been made and processes 
implemented to try to persuade the Commonwealth Government to change the way the Commonwealth Grants 
Commission makes its assessments so that they are more favourable to States such as Western Australia that are 
stronger growing States.  

The second form of payments, which had the most significant impact on Commonwealth grants to the State in 
2003-04, are the specific purpose payments, which, as the name suggests, are for specific purposes.  The State 
does not have the ability to spend the money as it wishes.  The grants are estimated to decline by 1.5 per cent in 
nominal terms and by 3.9 per cent in real terms, given inflation in 2003-04.  That is a significant issue for this 
State because the money is for priority areas such as health funding.  The other feature of specific payments that 
has been of increasing concern to all States is the various conditions attached to them.  One of the conditions that 
is particularly onerous is the arrangement that requires the States to match commonwealth funding, which as 
members will understand, limits what can be done with the money.  It therefore limits our priority-setting 
arrangements.  Unfortunately, that is a trend in the way commonwealth grants are made to the States.  Hon 
Louise Pratt was correct in observing that commonwealth payments to the State in 2003-04 increased by 0.9 per 
cent in nominal terms.  

The CHAIRMAN:  I thank the advisers for their invaluable assistance to the committee.  

Sitting suspended from 1.06 to 2.00 pm 
 


