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STATE DEBT — CONTROL MEASURES 

Matter of Public Interest 

THE SPEAKER (Mr G.A. Woodhams): Members, today I have received within the prescribed time a letter 
from the Leader of the Opposition in the following words — 

Dear Mr Speaker, 

Matter of Public Interest 

I wish to raise the following as a matter of public interest today. 

“That this House condemns the Barnett Government for abandoning its attempts to control state debt 
and for its refusal to keep state debt below target levels of $20 billion.” 

Yours sincerely 

Eric Ripper MLA 
Leader of the Opposition 

If sufficient members agree to this motion, I will allow it. 

[At least five members rose in their places.] 

MR E.S. RIPPER (Belmont — Leader of the Opposition) [2.45 pm]: I move — 

That this house condemns the Barnett government for abandoning its attempts to control state debt and 
for its refusal to keep state debt below target levels of $20 billion. 

That is the projected figure for 30 June 2014. It compares with the figure that the Barnett government inherited 
at 30 June 2008 of $3.6 billion. The figure is for total public sector debt. The figures for general government 
sector debt, for the non-income earning debt, are quite revealing. The government inherited financial assets of 
$3.4 billion in the general government sector in 2008, and it is projected to take that to a deficit, to a debt, of 
$5.1 billion in 2014. That is a turnaround from positive financial assets of $3.4 billion in the general government 
sector to negative $5.1 billion in 2014. It will go further. There is no peak in prospect and there is no plan to 
repay it. There is not even an expressed willingness on the part of the Premier to have a plan to repay that debt or 
even an expressed view that there is any problem with not having a plan to repay it. This will be the first 
government for 20 years in this state that does not reduce state debt. The Court government reduced state debt. 
The Gallop and Carpenter governments reduced state debt. This government will be the first government in two 
decades to not only not reduce state debt, but also to very substantially increase that level of debt. The debt is 
worse than the official figures. Why is that the case? The debt is worse than the official figures because the 
program of projects according to the government’s press releases is bigger than the program included in the 
budget papers. This is so much the case that the Under Treasurer told a parliamentary committee that a 
government press release, a ministerial press release, does not represent a government decision. If a ministerial 
press release represented a government decision, the Under Treasurer would have to put the cost of the project in 
the debt figures. Therefore, it is a press release, it is an announcement, but for official purposes—that is, for 
inclusion in the debt figures—it is not a government decision. 

The second reason the figures will be worse is unmet needs. On four or five occasions, I have explained to the 
house that the government is underinvesting in the electricity network. There is a huge gap between the efficient 
investment level determined by the Economic Regulation Authority and what the government is actually 
investing. The government has had this argument put to it four or five times. The government has had my 
argument that this will cause blackouts and fire risk in the future, and it has never responded. The government 
has never dared take on that argument and, if it does not agree with it, explain to the public why it does not agree 
with it. Therefore, those unmet needs will eventually come home to roost and will have to be reflected in the 
debt figures. 

The third reason the debt figures are understated is the prospect of cost increases in government projects. The 
government is naive if it thinks that it can totally control the prospect of blow-outs in its projects. As the 
economy gathers pace, this level of control, this risk, will become evermore pressing. 

Therefore, we have three reasons—unfunded announcements, unmet needs and the prospect of project blow-
outs—that the debt will be worse than even the official figures. This is something that will reflect on the state’s 
financial reputation. However, there is an aspect to it that is even more disturbing when we think about the 
reputation of the state. It is not just the raw figures that are the problem; it is the government’s failure to maintain 
and meet its stated targets. The Premier went out there and said publicly that one of his targets was to keep debt 
below $20 billion. Within months that was repudiated by the new Treasurer. That will make for an interesting 
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discussion when the government meets with the ratings agencies because I know from my experience dealing 
with the ratings agencies that it is not only the raw figures that they are concerned about; it is about whether the 
government can do what it says it will do and whether it has processes in place to deliver that level of assurance 
about the future. The government does not have those processes in place and the government is stating targets on 
the run and then abandoning them.  

There will also be consequences for the people of this state. In 2010–11, the interest payments will be 
$1.5 billion. By 2013–14, the interest payments will be, on the government’s own figures, $1.84 billion per year. 
Think about that: in a few short years we will be spending the equivalent of the entire cost of the Fiona Stanley 
Hospital project on interest. In a few short years we will be spending the equivalent of the entire cost of the 
Mandurah railway project on interest. While the government is wasting that money, when it is spending that 
money on dead interest payments, there will be impacts on its ability to fund the services that the people of 
Western Australia want. There will be impacts on people’s family bills—their electricity bills, their water bills, 
their waste levy, their emergency services levy, their motor vehicle licences, their drivers’ licences—all of those 
things will be under pressure, and there will be pressure on taxation as well.  

There will be even more consequences of this level of debt; there will be a constraint on our core infrastructure 
program. As the debt gets out of control, the government will struggle to do what needs to be done in the 
electricity network and on the road network and in the water industry. Therefore, the headline projects, the big 
sexy projects that get on the front page, will be proceeded with to the detriment of the core grunt and basic 
infrastructure that this state needs to deliver services to its people and to achieve economic growth into the 
future.  

There is a further consequence. Once the debt is out of control, if this government is re-elected, it will turn 
around and say to our community, “We’ve got a problem but we’ve got an answer, and it is called privatisation.” 
That is what this government will do. It will run the debt out of control and then it will turn around and say, 
“Here’s the answer; there’s no alternative. We have to sell something big; we have to start privatising the assets 
of the people.” That will be a consequence of the government’s financial mismanagement. I know what the 
Treasurer will say; he will ask what projects the government should cut. 

Mr B.J. Grylls interjected. 

Mr E.S. RIPPER: Exactly. I will give the government two. Straightaway I will save the government 
$1.2 billion. Drop Roe Highway stage 8. 

Several members interjected. 

Mr E.S. RIPPER: That is part of the announcement question; the government has committed to it, it has made 
the public announcement that it will do it, but it has not provided for it. That is very interesting. I will save the 
government $550 million. It does not need to proceed with Roe Highway stage 8. I will save the government 
$680 million: pull the public money out of the Oakajee project; the private sector said it would build it, so put 
that public money to better use. There is $1.2 billion saved already from only two projects that the government 
should not proceed with in the way that it is at the moment.  

I know that the Premier knows that this issue is a problem, because in October 2001 he issued a press release that 
reads, “State budget in disarray — debt levels set to soar, jobs will go”. That is what the Premier thought in 
2001. In 2005, the Premier said — 

The recently released mid-year budget review figures show that if re-elected, a Gallop Labor 
Government will blow out State debt by almost $3 billion to a massive $7.1 billion … 

The Premier was worried about $7.1 billion when he was in opposition; now he is not worried about $20 billion! 
Here is the rub: he put his finger—I will give him this credit—on the problem then, but he has lost that 
understanding. The Premier also stated — 

“If the Labor Government cannot keep debt in check when times are good as they are now, then the 
State will be in real financial trouble if the economy slows.” 

That is the real issue. The government is taking a huge risk in what it is doing with our debt, and if the economy 
slows, there will be real problems and those problems will be visited upon the people of this state in service cuts, 
core infrastructure not being funded, and increases in their family bills and increases in their taxation. The 
Premier needs to get his financial house in order if he wants to look after the people of Western Australia. 

MRS M.H. ROBERTS (Midland) [2.55 pm]: I, too, rise to speak on this very important matter of public 
interest because we have seen an alarming increase in state debt under the Barnett government. Some might call 
it a blow-out—I do not. I think that is too comfortable a term. I call it more like a slow motion explosion. The 
kind we see in the movies in which there is a small cloud on the screen. It starts to take shape. Slowly and 
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inexorably it grows. Then we see it fill the screen, the debris flies, there is a huge roar, the screen goes white and 
the theatre goes silent. It is not a blow-out; it is an explosion. That is our state debt—to be more specific, our 
non-financial public sector debt. Where was it at two years ago? It was at $3.6 billion. That was the debt level 
achieved alongside a massive infrastructure program. Labor invested in our state; we invested $30 billion in 
infrastructure—for example, the Geraldton port, the Albany entertainment complex, the Perth Arena, the State 
Theatre Centre, the Mandurah railway, the Bunbury bypass, the northern freeway, and kilometres of other roads. 
The Labor government built $30 billion worth of infrastructure while reducing public sector debt.  

Where is public sector debt now? I note that the new Treasurer likes charts, which is why I hold up this chart that 
is from a graph presented to an upper house committee. The blue line shows net debt under this government. It 
starts at 2007–08 and members can see the angle of incline. The lines along the bottom are the asset investment 
program with fixed assets trundling along the bottom. Meanwhile, the blue line shows what is happening to net 
debt under the Barnett government. I am interested to hear what the Treasurer has to say about that chart.  

Mr C.C. Porter: Can you table it? 

Mrs M.H. ROBERTS: Sure; I will lay it on the table for the remainder of the day’s sitting. 

[The paper was tabled for the information of members.] 

Mrs M.H. ROBERTS: Two and a half years ago, the state government had a modest manageable level of debt 
of $3.6 billion. What do we have now? We have $14 billion worth of debt already. In only 30 months, this 
Premier and his ministers have borrowed $10.4 billion. In less than 1 000 days, they have increased our debt 
fourfold. On average they have borrowed over $11 764 000 every day of their government—that is nearly half a 
million dollars an hour! In my 10-minute contribution to this debate, they will have borrowed, based on that 
average, another $80 000. When asked about debt, the Premier said the government would cap it at $20 billion. 
But what does his Treasurer now say? Basically, he says, “Don’t worry; it’s manageable and it’s under control.” 
What does he say about a cap? He has nothing to say about a cap; the Treasurer has abandoned the $20 billion 
cap. What standard can we judge this government by when it comes to debt? How will we judge the financial 
performance of this government and this Treasurer? If we judge them by their own standards, they have already 
failed because they are already not going to meet their own key performance indicator of a $20 billion cap on 
debt. That is the government’s first benchmark—the first criterion—which it failed. When I asked the Treasurer 
last week whether the government still has a cap, whether it was still $20 billion and whether he stood by what 
the former Treasurer, the Premier, said, he wriggled and squirmed and flipped and flopped, eventually squeezing 
out the ugly truth that it was abandoning its own standard. There is nothing left to judge the government by. The 
words are empty, the promises are hollow and the guarantees are worthless.  

What do we have to show? We have government ministers travelling the state, cutting ribbons and talking 
themselves up—a luxury achieved by standing on the shoulders of previous Labor governments. They are 
Labor’s projects that the government is completing and they are Labor’s projects that the government is opening. 
Labor’s projects are talked up in nearly every one of the government’s press releases. What is it going to leave 
this state with? What is the legacy of this Premier? It is a huge black hole. That is what is being generated, not 
matched by a single hole in the ground. Debt of $20 billion is projected in the Government Mid-year Financial 
Projections Statement to be achieved by 2013–14 but it does not include the extra $500 million that is needed for 
Western Power’s network. It does not include nearly $1 billion for the new sports stadium. It does not include 
the $400 million that the Premier needs to dig the hole at the Perth waterfront. It does not include the salary costs 
of the new enterprise bargaining agreements that are currently in negotiation or those that are due for 
negotiation.  

Mr T.R. Buswell: It always includes an allocation for EBAs. There is always a wages uplift. 

Mrs M.H. ROBERTS: It is not enough and the member knows that. It does not include projects that are already 
in the process of blowing out such as the Princess Margaret Hospital for Children and the Northbridge Link. Can 
we have confidence in this figure of $20 billion? No.  

There are so many ways of presenting accounts to hide debt that I do not think we can trust this government at 
all. It has already instructed cashed-up agencies to hang on to their cash in the bank. Evidence has been given to 
the upper house committee of agencies being told to keep hold of their cash holdings so they can be counted 
against the gross debt to reduce the net debt figure. I draw the attention of members to the comments made by 
John Burt of Racing and Wagering Western Australia, which has $80 million in the bank that he has not been 
able to spend, or the Perth parking fund, which has about $25 million in the bank. They are just two examples. 
Despite these measures and despite the fact that the government does not count what it puts in its press releases 
in the budget process, despite the fact that these agencies are squirreling the money away, debt is still escalating 
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wildly. We know from figures provided in the upper house to the Standing Committee on Estimates and 
Financial Operations that net debt figures already look like reaching $21.364 billion. The Treasurer says, “Never 
mind, it will be all right. The revenue stream will support it.” Will it? Only today I saw an online article on the 
ABC website that quoted a recent speech made by the Reserve Bank Governor. The article by Michael Janda 
stated — 

Reserve Bank Governor Glenn Stevens says Australians should not assume the mining boom will last 
forever, and need to keep saving for a time when commodity prices fall.  

… 

Mr Stevens told a Victoria University conference on the resources boom that history provides 
cautionary lessons about the effect of commodities booms on Western Australia.  

“There have been a number of big booms. They all ended,” he warned. 

… it is prudent for people to assume that the mining boom cannot continue at its current level, and that 
Australia’s economic growth may slow.  

He concluded his speech by saying that he risks sounding like a broken record. He was not lying.  

Our economy is very much dependent on China—on Chinese demand and on the willingness of the Chinese to 
pay. If demand falters or is moderated or if mineral prices take a dive, it is game over for Western Australia. This 
lot opposite are gambling with public money, money that the people of this state have to fund. Right now, the 
figures in the midyear review have every Western Australian owing $6 000 based on the $14 billion figure. By 
2013–14 they will each owe $8 000. I am not talking about every adult or every family but every single Western 
Australian. Every baby born today and every child growing up in this state is currently growing up with the 
prospect of $8 000 debt per head. Even that is not enough to feed this lazy government’s debt habit—a debt habit 
that relies on the good times rolling on forever. The best this glib and arrogant government can do is promise on 
debt, saying that good times will continue, but what if they do not? If they do not, every man, woman and child 
in this state will either have to pay through increased charges and taxes or they will have to do as the Leader of 
the Opposition said—pay by seeing their public assets privatised and put into private hands. They will have to 
sell the house to pay the debt. This is a government that is gambling with the lives of Western Australians and 
their financial fortunes and the future prosperity of this state. It has put all its money on the red and it has spun 
the wheel. It is not good enough. Western Australians deserve better.  

MR C.C. PORTER (Bateman — Treasurer) [3.06 pm]: It is very wise to discuss debt in this way because 
debt is obviously a matter that should be the concern of any government. How debt is managed and what risks 
are present with respect to the debt load that a government intends to carry are worthy of some close scrutiny. I 
say to members opposite that this government probably faces five central challenges with respect to the debt that 
we have indicated appears likely in the out years, which, as members opposite pointed out, reaches to the high 19 
billions in 2014. 

Mr E.S. Ripper: And what figure will you have for 2014 in the budget? 

Mr C.C. PORTER: The Leader of the Opposition will have to wait for the budget for that.  

Let me go through the five risks. First, there is obviously a risk that the debt could increase either in this budget 
or in future budgets if a further series of major infrastructure projects are added. The timing of infrastructure 
projects becomes absolutely critical to the way we manage debt. We are obviously working through that in the 
budget process at the moment. The second risk that exists with respect to debt is if recurrent expenses growth 
substantially exceeds that which is in the forward estimates of the budget. The second risk that we have with 
respect to debt is if recurrent expenditure growth returns to the types of expenditure growth that the Labor Party 
experienced under its government. If that occurred, we would have difficulties with debt. One of the other things 
that this government has had some significant success with under the previous two Treasurers, which we hope to 
continue, is containing recurrent expenses growth. That has been a major achievement of this government. If we 
were to return to the levels of recurrent expenditure growth of 12.7 per cent that we inherited, that would become 
a major risk for debt.  

The third major risk for debt—the Leader of the Opposition is quite correct in pointing it out—is the potential of 
diminishing revenue in the future. That is something that we have to watch closely. It is something that I want to 
come back to in a moment, not merely with respect to what are the often talked about matters associated with the 
long-term price of iron ore but also the revenue that we have coming in from GST receipts. The fourth risk—I 
see it as the fundamental, central and most concerning risk—is any significant variation from the budget 
estimates on tariffs regarding electricity. It surprises me that the debate that we have engaged in in this place, led 
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by members opposite, is of this kind of ironic nature. They have two points and two points only of observation 
on the Western Australian economy.  

Mr E.S. Ripper: That’s not true. 

Mr C.C. PORTER: Well, members opposite say centrally there is too much total debt and they simultaneously 
suggest there should be a freeze on electricity prices. Does the irony of those two central propositions about the 
Western Australian economy — 

Mr E.S. Ripper interjected. 

Mr C.C. PORTER: Let us have a look at this fourth risk with respect to tariffs, particularly electricity tariffs. If 
there is a decrease—as there will be, and as we have said there will be—in the forecast tariffs in the budget, that 
will inevitably have a very large impact on state net public sector debt. The gap of cost exceeding price must 
either be funded by the operating subsidies that are put directly into electricity utilities or by those utilities taking 
up additional debt to fund cuts in revenue. Either way, the gap between cost over price sits on public sector net 
debt. It does not just sit there for a year, it grows year on year. The figure I have put into the public domain, after 
modelling from Treasury, was this figure: if we increase tariffs over the next four years by only five per cent, the 
impact on net public sector debt of that policy is $1.38 billion over four years. Members opposite have come into 
this place with a straight face and told us that debt is too high and we should freeze electricity prices.  

Several members interjected.  

Mr C.C. PORTER: Did the member for Willagee say the opposition has not said that?  

Mr P.C. Tinley: I never said that.  

Mr C.C. PORTER: That is the opposition position.  

Mrs M.H. Roberts interjected. 

Mr C.C. PORTER: Hold on a second; this is interesting. Is the Leader of the Opposition’s policy position to 
freeze electricity prices?  

Mr E.S. Ripper: Enough is enough; yes.  

Mr C.C. PORTER: I thought I heard a little “yes” behind you! This is interesting.  

Mr E.S. Ripper: We say that in the next budget you should freeze electricity prices. You have done too much 
too quickly already.  

Mr C.C. PORTER: That is a policy position; at least the Leader of the Opposition has made it clear. But the 
effect on net public sector debt, for all members assembled, will be dramatic.  

The other piece of modelling Treasury has done, and which has been repeatedly referred to by the Minister for 
Energy, was this: had, heaven forbid, the opposition won government and continued its 10 per cent glide path in 
tariff increases—which it based on an assumption prior to the Office of Energy’s 2009 reports—if they had done 
that out to 2019, the effect on public sector net debt would have been in the vicinity of $8 billion! The 
opposition’s policy would have increased net public sector debt by $8 billion. It is simply untenable to come into 
this place with any degree of economic credibility and suggest in the same breath that what this government 
should do is decrease the debt level and freeze electricity prices. That is outstandingly ridiculous. Anyone who 
listens to it could do nothing other than form that point of view.  

Mr E.S. Ripper: We actually did it in government.  

Mr C.C. PORTER: The former government assumed a certain cost structure and said if we have 10 per cent 
increases we will reach cost reflectivity in four years; thereby the net operating subsidy will magically end at 
$790 million after four years. That analysis was wrong; just wrong. The fact is the opposition simultaneously 
says, “Debt is too high, we refuse to objectively point to any realistic cuts that we would make, but, by the way, 
you should freeze electricity prices.” That is just patently ridiculous.  

The fifth issue that we need to deal with in terms of risks to the debt position is of course revenue risks. I will 
turn for a moment to those revenue issues. The opposition is quite correct to say those are matters we need to 
consider, and we are doing so. The estimates made during the budgetary process are the best technical 
processional estimates that we can muster in this state. However, in certain intuitive ways we consider them 
difficult to accept. For instance, the way we calculate the exchange rate with the US dollar is to say what it is 
today—which is still over parity—look at what it has been at a general level in the past, around 74c, and then 
decrease from today’s date down to 74c in 25 per cent increments. That is the best technical measure of that 
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exchange rate in four years. We intuitively say that by virtue of great volatility in the exchange rate, that analysis 
is accompanied by risks. Iron ore pricing is an analysis accompanied by risks. But the single biggest revenue risk 
for this state is GST receipts. If there is something that has the real potential to drive this state into a deficit 
position and increase debt above the $20 billion mark, it will not be recurrent expenses growth, it will not be 
poorly timed project management—I hope very much that it will not be excessively low increases in tariffs—it 
will be the fact that our GST receipts, as an absolute quantum, are decreasing at such an alarming rate that our 
basic budgetary position is fundamentally undermined. When we look at the figures released in the midyear 
review, WA’s percentage of GST grant share in 2010–11 of 7.04 decreases down to 4.19 in 2014–15 in this 
fashion: 7.04, 6.76, 5.83, 4.92 and 4.19. That means that the actual revenue receipts from the GST grants over 
that same period, as we predicted them to be in the midyear review, track like this: $3 270 million, 
$3 381 million and $3 091 million; in 2013–14, $2 765 million; in 2014–15, $2 493 million. That is the single 
biggest risk to the budget surplus deficit position. That is the single biggest risk to public sector net debt in this 
state. The Premier has of course been doing his best to try to reach some kind of agreement; at least to consider 
the idea of a floor there, but that situation —  

Mr E.S. Ripper: To rectify the mistake made by Richard Court.  

Mr C.J. Barnett: The Commonwealth Grants Commission was in place long before the GST.  

Mr E.S. Ripper: You were so keen, you sold out the opportunity. 

Mr C.C. PORTER: I know the Leader of the Opposition says that — 

Mr E.S. Ripper: I say it because it is true.  

Mr M. McGowan: You weren’t here for the debate!  

Mr C.C. PORTER: That is the point, I was not here. This place lives in the past, to a great extent. An 
alternative point of view might be this: what we have seen in terms of the state’s own revenue-raising ability, 
based on the rise of China and global demand for iron ore that has driven prices up, was something that very few, 
if anyone, foresaw. The reasonable unforeseeability of that growth in own revenue-raising power, just like the 
reasonable unforeseeability of the property market boom we experienced under the former government, means 
that blaming the signatories to the GST agreement for this situation is like blaming John Forrest for the 
engineers’ case.  

Mr E.S. Ripper: Is it sort of like blaming the federal Labor government?  

Mr C.C. PORTER: The agreement, with all the peculiarities of the horizontal fiscal equalisation process, and 
given things that have occurred in this economy which were not reasonably foreseeable at the time the agreement 
was signed, has produced a result that is completely unsustainable. We can sit here and talk about whether it was 
Richard Court’s fault, Sir Charles Court’s fault or John Forrest’s fault, or whoever it might be, or we can devote 
our attention to federal Labor and to the federal coalition, should one day they get into power, and demand that 
there be a floor placed on that decrease in receipts. If we do not do that, then everything the opposition has said 
today is likely to be correct. That is the major risk that we run as a state in terms of our net surplus position going 
forward and our net public sector debt position. If that is not fixed, then we have a very, very difficult position 
on our hands.  

Mr J.C. Kobelke: Is the Treasurer saying the federal government can fix it regardless of political complexion?  

Mr C.C. PORTER: I think it is a risk —  

Mr J.C. Kobelke: Is the Treasurer saying the federal government can fix it?  

Mr C.C. PORTER: I believe it is fixable. The reason I believe it is fixable — 

Mr J.C. Kobelke: What about the other states?  

Mr C.C. PORTER: I believe an agreement can be reached on the placement of a floor on those sliding GST 
receipts because the situation is so inequitable and unsustainable that the political pressure that will build due to 
the continuation of that position over the next two years will be almost unassailable.  

Mr J.C. Kobelke: You won’t answer my question. 

Mr C.C. PORTER: The member for Balcatta is asking whether I believe, realistically, that can be solved. 

Mr J.C. Kobelke: No—that the commonwealth can fix it, but it is my understanding that the other states have to 
agree.  

Mr C.C. PORTER: Evidently, it is something that must be fixed by more than unilateral agreement between 
WA and the commonwealth. I accept that. But I am saying that a situation that starts to have the hallmarks of a 
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Boston Tea Party situation in which there is taxation without compensation and which is as inequitable as this 
can and should be fixed. I believe it can be fixed by agreement of the states. When we think about this, member 
for Balcatta, and look at the situation the other states are in, even if it were fixed with a ceiling at the rate of 
return now, which is about 69 per cent, that would not affect the out years of the other states’ budgets.  

Mr J.C. Kobelke: I totally agree. It is inequitable and I want it fixed. My concern is that you’re not serious 
about it because you are not talking honestly about the procedures you have to go through to achieve it.  

Mr C.C. PORTER: I am sorry if the way in which I articulated that was not to the member’s satisfaction, but I 
agree with him. I understand how it needs to be fixed, and it will be an arduous process.  

Mr J.C. Kobelke: Through the other states and the commonwealth.  

Mr C.C. PORTER: Indeed. The situation cannot continue. Other states cannot expect a state like Western 
Australia to sustain that level of down-trending receipts. To give some indication of why that is the case, all the 
states and territories and the commonwealth were on the very verge of signing Kevin Rudd’s health agreement. 
It was a fait accompli, save for the Premier’s view that support should be declined for that project, which view 
was wisely supported by the opposition. They have now come up with a completely different system. That 
massive change occurred because we knew in this state—the other states accepted it—that that 30 per cent 
surrender of our GST receipts —  

Mr E.S. Ripper: It was 60 per cent for us.  

Mr C.C. PORTER: Indeed. It was nominally 30 per cent but 60 per cent in real terms. Everyone around the 
table accepted that whether those GST funds were put into a pool or there was a compulsory clawing back of the 
GST, we would have had to pay in more money than we were actually receiving in GST receipts. The point 
about that—I use this as an example—is that all the states and territories and the commonwealth agreed almost 
100 per cent to reverse their positions because when the figures and data were put, the inequity of what was 
being suggested made their positions unsustainable. The commonwealth’s position and the position as it benefits 
the other states at the moment is simply unsustainable.  

Those are the risks with respect to debt. Members opposite are, unquestionably, right to raise the issue. Is debt 
presently manageable? I certainly consider that it is. When we look at the affordability measures, interest costs as 
a share of revenue in the forward estimates, even with that $19 billion-odd figure of net debt—they never go 
above three per cent—are well within the government’s financial target of 4.5 per cent. The ratio of net financial 
liabilities to the percentage of revenue stays at about 69 per cent, well within the Standard and Poor’s trigger 
ratio of 90 per cent. But that is the area we must focus our attention on. If our revenue receipts are strong, we can 
continue to fund the infrastructure projects we have and which I genuinely believe all members of this house 
agree with. The opposition suggests not building Roe Highway stage 8, but the fact is that there is $20 million in 
the budget for it. 

Mr E.S. Ripper: You’ve got a press release out there saying you are going to do it.  

Mr C.C. PORTER: As I say, the timing and management of further infrastructure projects obviously become 
critical. The Leader of the Opposition and I both know that we are not showing real savings in the budget. This is 
all about revenue. If current expenditure growth can be kept inside reasonable parameters; if we are spending the 
money in the right areas—there does not seem to be any disagreement about things we are spending the money 
on—the key becomes revenue. Yes, there are global risks around financial markets; yes, there are global risks 
around the exchange rate; and yes, there are global risks associated with the price of iron ore. But our best 
estimates are that those are well and truly manageable risks. The one manageable risk that we have to overcome 
is the issue of GST receipts. That is a position which makes the situation manageable but which means that the 
government has an enormous amount of work to do with both sides of federal politics. One of the incumbent 
responsibilities of this government is to ensure that the federal coalition is locked into something like a promise 
on this issue should it take government. It is also incumbent on this government to form as close ties as we can 
with the senior federal Australian Labor Party figures to make sure they work to ensure that this is driven 
through a consensual process with the states. 

Mr E.S. Ripper: Do you think you can get a promise out of Tony Abbott on GST share? Are you saying that?  

Mr C.C. PORTER: I believe there is a realistic enough exercise that we should devote attention to — 

Mr E.S. Ripper: Get it in writing is my advice.  

Mr C.C. PORTER: What I am less convinced of is that he can win the election! But that is another point. I have 
identified some risks and my colleagues want to speak in a moment on what the money is actually being spent 
on, although when we look at projects costing $567 million on the new children’s hospital; $370 million on the 
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West Pilbara desalination plant; $249 million on the Western Power infrastructure—there are clearly further 
demands with respect to that; $212 million over four years on the Queen Elizabeth II Medical Centre; and 
$395 million over four years on social housing, there is not an enormous amount of disagreement that they are 
projects worthy of accumulating debt if we can manage the debt. I find it a bit rich that the shadow Treasurer 
was complaining about debt when she contributed to a fair amount of it herself with a blow-out from 
$160 million to near on $500 million.  

Mr E.S. Ripper: You inherited a record low level of debt. What are you complaining about? 

Mr C.C. PORTER: We inherited cost blow-outs on a project.  

Several members interjected.  

Mr C.C. PORTER: Let me make this point.  

Mr F.M. Logan: You are in Treasury. Ask Treasury about that project; ask it to ‘fess up.  

Mr C.C. PORTER: Treasury has different views; they are put to me all the time. 

Several members interjected. 

Mr C.C. PORTER: This is serious. With such a massive infrastructure program underway as we have, we must 
ensure that that infrastructure process and all the projects are delivered inside cost parameters, inside budget and 
relatively on time. If we let that process blow out, we will have further problems with debt.  

Members opposite are right to raise the issue; it is certainly at the forefront of the government’s mind. The 
Premier has made his statements on it quite clear. They are statements I strongly agree with. Is it the best rule of 
thumb to retain debt at about the $20 billion level at this time in an economy of this size? Of course it is. The key 
factors in managing debt are manageability: managing the risks we foresee, particularly with revenue in the out 
years; and trying to deliver on the parameters we have set on recurrent expenditure growth.  

MR J.C. KOBELKE (Balcatta) [3.27 pm]: I thought someone from the government besides the Treasurer 
might speak, but, clearly, members opposite do not want to try to defend their indefensible position. I have some 
respect for the Treasurer; he is a man of some intellectual ability. It therefore surprises me that he would revert to 
this schoolboy debating style in which he sets up paper tigers and knocks them over. He says things that are half 
true and then tries to debunk them. For a man of his intellect, it is a very poor debating style. In his contribution 
he said that this government inherited a huge expenditure growth from the last government. In the two complete 
financial years the Barnett government has controlled the Treasury bench, it has increased that expenditure way 
beyond what it was under Labor. Labor did go beyond its expenditure growth target in some years, but what has 
this government done? It has taken it even higher, and the Treasurer’s little debating point is to say that he has 
had to control the huge growth and expenditure of the previous government. But his government has taken it way 
beyond that. There is no control. So much for a debating point! The Treasurer said that to fix the matter, it is all 
about revenue, and that we cannot put a lid on the increased electricity tariffs because he needs the revenue to 
meet the expenditure growth. He is going to sock the budgets of mums and dads and pensioners again to fund the 
Barnett government’s huge rate of expenditure. That is what he put on the record here again today. He talked 
about cost blow-outs in projects at a time when we had huge economic growth in the state and big increases in 
prices. Yes, we would like to have controlled it and done it better, but this schoolboy debater takes shonky 
figures. He says that, under his government, these projects have not blown out. The cost of the Northbridge Link 
project has more than doubled, and we do not have the final figure yet. But the Treasurer did not put that in his 
numbers, because he wants to cook the books so they look good. That is good schoolboy debating tactics—do 
not deal with the real numbers; make them up! The Princess Margaret Hospital for Children rebuild has blown 
out by 50 to 100 per cent, and we do not even have a contract yet. But the Treasurer did not put that in his 
numbers, because he wants to say that the government’s projects are on budget. Of course, the government takes 
a budget figure towards the end of the process and says that in the past year, when it was revised a bit, it went up 
only one or two per cent. It does not take the starting figure and where it was at, which is what it does when it 
looks at the projects of the Labor government. Again, they are smart schoolboy tactics, but they are hardly 
befitting the Treasurer. 

We on this side have no problem with the state having debt. We are a growing state. We have huge demands on 
infrastructure and on services, and governments have to meet those demands. Debt is useful, but, as with 
mortgages, if people are not realistic and cannot control expenditure, they will get into trouble. We have a 
government that cannot be honest and prioritise its projects. It wants us to pick the projects that we would do. 
Whichever projects are done in Western Australia, there will be a collection of very worthwhile projects that 
cannot be funded. We are a growing state with huge needs. There are lots of good projects that have to go down 
the priority list, but this government does not want to do that. This government wants to do all of those 
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projects—or at least tell people that it is doing all of them. There is press release after press release, but there is 
no proper budgeting and accounting. The situation then arises that the government does not control expenditure, 
and that results in a huge blow-out in debt. As previous speakers have pointed out, the people who pay for that 
debt are the taxpayers of Western Australia—mums, dads and pensioners—who are being hit with higher 
electricity tariffs to partly fund the expenditure growth under this government. This government inherited from 
the previous Labor government record low net debt of $3.6 billion and a record of quite large surpluses on 
current expenditure and revenue. It had a very good set of books. As much as it might like to say otherwise, it 
inherited a fantastic financial position from the previous Labor government. This government cannot control that 
debt. The Premier said that there would be a cap of $20 billion on net debt, but six months later that has gone. He 
has said, “Don’t worry about that. We can’t meet it; forget it.” 

Let us look at last year’s budget and this year’s budget. In 2009–10, this government budgeted for expenditure 
growth of 6.6 per cent. By midyear it was out to nine per cent. It actually came in just under 11 per cent. There is 
no control of expenditure. In the current year, 2010–11, the government has budgeted for 3.9 per cent 
expenditure growth. The midyear review had it at 6.6 per cent. I am not a betting man, but I will lay odds that it 
will be almost double that by 30 June this year. The government cannot control expenditure growth, and it has no 
debt management plan. 

Mr T.R. Buswell: How much are you going to put on that? 

Mr J.C. KOBELKE: Does the minister want to have a bet on that? 

Mr T.R. Buswell: Yes. 

Mr J.C. KOBELKE: Okay; $20 that it is going to blow out beyond that. 

Mr T.R. Buswell: What odds? Okay; done. 

Mr J.C. KOBELKE: I have a bet for $20 that growth is going to blow out beyond 6.6 per cent. 

Mr T.R. Buswell: No; you said “double”. 

The ACTING SPEAKER (Mr J.M. Francis): Thank you, members! I honestly cannot tell members whether 
this is legal, so I am just going to rule the whole conversation out of order and ask the member to continue. 

Mr T.R. Buswell: You slippery fox! 

Mr J.C. KOBELKE: See how government members want to twist words all the time! 

I do not believe the government can control even that level of expenditure growth, and it has no plan to manage 
our debt. As has been quite rightly pointed out, when we are in good years of revenue, and expenditure is not 
controlled, what does the government do when things turn against us? Unfortunately, from time to time things do 
turn against us. In those circumstances, the government goes to privatisation. I will close by mentioning the 
classic example under the Court–Barnett government. It privatised the rail freight network. It was a totally 
shonky deal because it wanted the money for something else. Look at what is happening throughout the 
Wheatbelt now because that government could not handle the books then. It privatised the rail freight network, 
and that has been a total disaster. That is what this government is leading towards with its lack of control of 
expenditure and debt. 

MR T.R. BUSWELL (Vasse — Minister for Transport) [3.34 pm]: As a spending minister, I will just make a 
couple of quick points in this debate. 

Mr W.J. Johnston: You’re spending the commonwealth’s money. 

Mr T.R. BUSWELL: It is commonwealth and state money, member for Cannington, and it is very enjoyable. 

Several members interjected. 

Mr T.R. BUSWELL: The ultimate arbiter of the state’s finances is, unfortunately for the opposition, not the 
opposition. The ultimate arbiter is the credit ratings agencies when they run their ruler over the state’s finances, 
and they have said that we have, and continue to have, a AAA credit rating. 

Ms R. Saffioti interjected. 

Mr T.R. BUSWELL: No-one is denying that, but that is what they have said. 

Mr C.C. Porter: I didn’t even think they said that. 

Mr T.R. BUSWELL: I did not either. 

We have a AAA credit rating. We have managed, through a very difficult time, to maintain a AAA credit rating. 
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I will raise a couple of quick points about some of the things that the Treasurer alluded to that we did to help 
reduce expense growth and protect the surplus, all of which were opposed by the opposition. The first was the 
three per cent efficiency dividend, which the opposition introduced and we implemented; every single element of 
it was opposed. The second was the wages policy, which last year saw wages growth drop to 7.5 per cent, the 
lowest rate in six years; every element of it was opposed. The third was the full-time equivalent cap, which the 
opposition opposed. The opposition has opposed everything that we have done to rein in the rate of government 
spending. One of the interesting points—the Treasurer highlighted this very clearly—is that if we got our fair 
share of the GST, being our per capita proportion, over the forward estimates we would have an extra 
$8.3 billion available to repay debt. I think that highlights the extent of the challenge. 

I want to touch on a couple of matters. I heard the Leader of the Opposition say that his government invested in 
Geraldton port. Does he know what he did to Geraldton port? He laboured the port authority with that much debt 
that it can barely get by. He did not fund Geraldton port; he forced the Geraldton Port Authority to borrow a 
massive amount of money and then he said that the way that money can be paid back is by introducing a port 
upgrade charge. And he then took two-thirds of it back into consolidated revenue! 

Mr E.S. Ripper interjected. 

Mr T.R. BUSWELL: No, it is not. That is what the Leader of the Opposition did. 

It is easy in opposition to say that debt is too high. The challenge in opposition is to say what the government 
should not do. I will raise a couple of projects in my portfolio. One of those projects is in the Leader of the 
Opposition’s electorate. Great Eastern Highway is being upgraded between Kooyong Road and Tonkin 
Highway. 

Several members interjected. 

Mr T.R. BUSWELL: He claimed a $600 million saving from Oakajee, which was half funded by the 
commonwealth. 

Does the Leader of the Opposition think that we should cut that project in the middle of his electorate? Does the 
Leader of the Opposition think that we should cut the spending on the Collie Coalfields highway? Does he think 
that we should take the $14 million out? 

Several members interjected. 

The ACTING SPEAKER: Okay, members; one at a time! 

Mr T.R. BUSWELL: I am just outlining some of the difficulties of choice. 

Several members interjected. 

Mr T.R. BUSWELL: We have made the decisions, and things are happening. Tomorrow, work will start on a 
$90 million upgrade of the Dampier highway. Would the Leader of the Opposition cut that, so that he cannot 
drive from Karratha to Dampier? Would he cut funding for the Reid Highway–Mirrabooka Avenue upgrade, 
which he never funded? That is near the electorate of the member for Balcatta. I did not hear him say that it is a 
good job and well done for spending $35 million to improve the least safe intersection within a good footy kick 
of his electorate. Would the member cut that? 

Mr J.C. Kobelke: I told you it was a good decision. 

Mr T.R. BUSWELL: Would the member cut it? He reckons that debt is too high. That project has contributed 
directly to debt, because it is 100 per cent state funded. The short answer is: he would not cut it. He then went on 
to say that there has been a blow-out in the Perth City Link project. Does the member know why there has been 
an increase in the cost of the Perth City Link project? The cost has increased because it will be twice as big. We 
are putting the bus station underground. That does not come for free. 

Several members interjected. 

The ACTING SPEAKER: Order, members! 

Mr T.R. BUSWELL: I will close on this point: the one good thing about putting the bus station underground is 
that we will not do what happened when the opposition put the car park underground at the Perth Arena. I will 
tell members what happened. 

Mr W.J. Johnston interjected. 

The ACTING SPEAKER: Member for Cannington, do not argue back. I am going to call you for the first time 
today. 
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Mr T.R. BUSWELL: It was determined that the stadium would be built and the car park would be above 
ground next door to it. The soil underneath the stadium was removed. Clean soil was brought in and compacted 
so that we could build on top of it, with the car park next to it. Those opposite then took the decision to put the 
car park under it and, at a cost of between $15 million and $20 million, the workers had to come back, dig the 
soil up and truck it out again. Therefore, when we put the bus station underground, we are not going to dig holes, 
fill them and dig them up again to build that bus station; we are going to do it properly. 

MR J.H.D. DAY (Kalamunda — Minister for Planning) [3.40 pm]: I am happy to add a few comments in this 
debate, which has been initiated by the opposition and raises a valid issue. As the Treasurer and the Minister for 
Transport have indicated, debt is certainly something that should be of concern to all Western Australians and to 
all of us as members of Parliament. However, members opposite have completely destroyed their credibility in 
saying, on the one hand, that the projected debt increases under this government are too high and saying, on the 
other hand, that there should be a freeze on any increase in electricity prices. They have completely destroyed 
their credibility, because, as the Treasurer pointed out — 

Mr E.S. Ripper: It’s a matter of priorities. 

Mr J.H.D. DAY: Well, as the Treasurer pointed out last week — 

Mr E.S. Ripper: He won’t show us the modelling. 

Mr J.H.D. DAY: I am sure that we will be giving the opposition a lot more information and figures on this issue 
in the near future. The Leader of the Opposition asked for further information and modelling, and I am sure that 
we need to examine more closely some of the implications the opposition is putting. As the Treasurer pointed out 
last week, for us to have “only” a five per cent increase in electricity costs over the next four years would cost 
$1.4 billion compared with what is in the forward estimates at the moment. So, that is if we have “only” a five 
per cent increase. The opposition is calling for a zero per cent increase. How long would that apply for, Leader 
of the Opposition? 

Mr E.S. Ripper: Till the next budget. 

Mr J.H.D. DAY: So for at least 12 months there would be no increase. We need to determine how much more 
than $1.4 billion that cost would be. It would have to be several hundred million dollars more at least, I assume, 
and I am sure the Treasurer will examine that matter more closely. Let us say—I do not know—off the top of my 
head that it is another $400 million at least. That is a $1.8 billion cost to revenue and impact on public sector 
debt. 

Mr E.S. Ripper: It was only $780 million for the entire four years when the modelling was presented to us. 

Mr J.H.D. DAY: Whatever the case, there would be a substantial additional impact on debt levels as a 
consequence of what the opposition is putting forward. 

The Treasurer has pointed out the problem we have with declining goods and services tax levels. That is 
producing a major challenge for the government in dealing with our financial circumstances. There is also the 
fact that the dollar has increased in value to the extent that it has. Although in some respects that is a good thing 
for Australians travelling abroad and so on, it is also making life more difficult from a debt management point of 
view. We need to understand, however, that this government is funding major public infrastructure works 
throughout the state, including in the Perth metropolitan area and the central business district. The total value of 
the Perth City Link project is about $656 million, of which the state government is contributing approximately 
$370 million. The previous government announced all that. It made a big splash of it before the 2005 election, let 
alone the 2008 election. Nothing much more happened in getting the project underway. 

Ms R. Saffioti: Is debt a problem? 

Mr J.H.D. DAY: Of course debt is an issue that needs to be examined, but we need to see what we are getting 
for that. Also, as we have talked about, the cost of the Perth waterfront project will be $270 million. That is 
where the money is going. 

MS R. SAFFIOTI (West Swan) [3.44 pm]: I refer to the Treasurer’s comments about the risks to the budget. 
There are risks to the budget, and they are the Premier, the Minister for Regional Development, the Minister for 
Education, the Minister for Health and the Minister for Planning. This government has a debt problem, and it is 
not acknowledging it and it is not doing anything to fix it. It is basically spending every day. It is saying that the 
reason it needs to increase electricity prices is to service the debt problem. That is what we heard today from all 
members opposite who spoke in the debate. They said that the reason electricity prices have to increase is the 
debt issue. That is the story we heard from the government. So I say to all the constituents out there and to all the 
community out there that this government has a debt problem, and it is increasing electricity prices to service 
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that. The Treasurer said that the real issue is revenue; we have to look at revenue; revenue is the key; it is 
revenue. And when he talked about revenue, he talked about electricity and he talked about utility charges. So 
the key issue is that this government is increasing the charges for utilities to service and manage its debt 
problem. But it is not managing it very well. 

We heard the now Minister for Transport talk about the efficiency dividend. The problem is that this government 
applied that efficiency dividend in a sloppy, sloppy way. We had ministers who did not meet the efficiency 
dividend. We had ministers who were not committed to the efficiency dividend. We had cuts where there should 
not have been cuts. We have spending where there should not be spending. We have new departments being 
created all over the place. We have new buildings and new departments. The Department of Training and 
Workforce Development is moving office just because there is an ego clash between two ministers. Millions of 
dollars are being spent on wasted priorities. 

We also heard about project management under this government. We heard the Treasurer say the other day that 
on six projects, with a value of more than $50 million, there was an average increase of two per cent over the 
budget. I would like the Treasurer to table that information, because, as we have heard, the Northbridge Link 
blew out by at least $100 million last April. The then Minister for Transport went out and admitted at a press 
conference that there was a $100 million blow-out on the total project—that is, the bus station and the Perth City 
Link. That is an actual blow-out of $100 million on a $600 million project. What was the original cost of the 
waterfront project? The cost of the waterfront project has not blown out because this government never put 
forward an estimate when it committed to it. It said, “We’ll do it. There’s no estimate. Now it’s not blown out.” 
What is the true cost of Oakajee? What is the blow-out on Princess Margaret Hospital for Children? The 
Treasurer should table the information on the cost of these projects. As I said, this government has a debt 
problem that it needs to manage.  

Question put and a division taken with the following result — 

Ayes (26) 

Ms L.L. Baker Mr F.M. Logan Ms M.M. Quirk Mr A.J. Waddell 
Dr A.D. Buti Mr M. McGowan Mr E.S. Ripper Mr P.B. Watson 
Ms A.S. Carles Mrs C.A. Martin Mrs M.H. Roberts Mr M.P. Whitely 
Mr R.H. Cook Mr M.P. Murray Ms R. Saffioti Mr B.S. Wyatt 
Ms J.M. Freeman Mr A.P. O’Gorman Mr T.G. Stephens Mr D.A. Templeman (Teller) 
Mr W.J. Johnston Mr P. Papalia Mr C.J. Tallentire  
Mr J.C. Kobelke Mr J.R. Quigley Mr P.C. Tinley  

 

Noes (30) 

Mr P. Abetz Dr E. Constable Dr G.G. Jacobs Mr D.T. Redman 
Mr F.A. Alban Mr M.J. Cowper Mr R.F. Johnson Mr A.J. Simpson 
Mr C.J. Barnett Mr J.H.D. Day Mr A. Krsticevic Mr M.W. Sutherland 
Mr I.C. Blayney Mr J.M. Francis Mr W.R. Marmion Mr T.K. Waldron 
Mr I.M. Britza Mr B.J. Grylls Mr P.T. Miles Dr J.M. Woollard 
Mr T.R. Buswell Dr K.D. Hames Ms A.R. Mitchell Mr J.E. McGrath (Teller) 
Mr G.M. Castrilli Mrs L.M. Harvey Dr M.D. Nahan  
Mr V.A. Catania Mr A.P. Jacob Mr C.C. Porter  

            

Pair 

 Mr A.P. O’Gorman Mr J.J.M. Bowler 

Question thus negatived. 
 


