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GOODS AND SERVICES TAX — DISTRIBUTION 
Motion 

Resumed from 19 February on the following motion moved by Hon Peter Katsambanis — 

That the Council — 

(a) notes the fundamental inequality in the current method of GST distribution between the states 
which sees Western Australia receive less than half of what it would receive on a per capita 
basis; 

(b) supports the introduction of a set per capita basis of distributing GST revenue amongst the 
states; and 

(c) calls for the balance of GST revenue beyond the set per capita distribution to be distributed in 
an agreed and target-based manner, creating a competitive environment which would drive 
productivity reforms and drive future growth across the Federation. 

HON DARREN WEST (Agricultural) [2.07 pm]: I begin by recapping my comments. I commend 
Hon Peter Katsambanis for bringing forward this motion. Indeed, it is a topical issue and, as we have established, 
it is one for which members from both sides of the house will show some level of support. Given that I was quite 
a way into my contribution when the debate was adjourned, for the benefit of those who were out of the chamber 
on urgent parliamentary business, and for the information of our visitors, the nub of the motion up for debate is 
Western Australia’s declining revenues from the goods and services tax. Western Australia’s much vaunted 
growth and wealth creation is not returned in a fair and equitable arrangement. I pointed out earlier in my 
contribution that we are seen by the eastern seaboard as an extraordinarily wealthy part of the nation that 
produces wealth .We are seen as a rich and fortunate part of Australia. I am pleased to say that, in the main, that 
is true. However, that set of circumstances cannot continue if the federal government deprives its strongest 
contributor and best producing state of much needed funds to enable it to increase productivity, further promote 
growth and enable it to reach its full potential. For the benefit of those members who were not here, I touched on 
the history of the goods and services tax and the fact that it was vaunted at the 1985 Tax Summit by the then 
federal Treasurer Paul Keating. It was rejected by the then Labor government because it was seen as a regressive 
tax that unfairly targeted the less fortunate. This situation is somewhat unfair in the other extreme, because 
Western Australia is being unfairly targeted despite contributing greatly. I made reference to the Fightback! 
policy that John Hewson took to the 1993 election, which was seen as unlosable for the Liberal Party. He did the 
never-forgotten birthday cake interview in which he found himself at sixes and sevens when he was unable to 
logically explain to the interviewer, Mike Willesee, how a goods and services tax would be applied to a birthday 
cake. 

It was at that point that I made the observation that the general Australian public had lost trust in the broad-based 
consumption tax. As is well known, the true believers’ election was ultimately won by Labor leader 
Paul Keating, pretty much on the goods and services tax issue. It was not viewed as a positive piece of public 
policy by not only Western Australians, but also voters across the commonwealth who voted with their feet on 
that issue. We then saw that John Howard was clearly able to sniff the political wind when he went to the next 
election stating that there would never, ever be a GST. He said that it was dead and buried, that we would not 
have a consumption tax, only to then bring in a GST. 

Hon Simon O’Brien: No he did not; he went to the people about it and you know it. He went and fought an 
election on that issue. I have colleagues from that time who lost their seats as a result of fighting an election on 
the GST. They came out and did it up-front. Stop trying to reinvent history. 

Hon DARREN WEST: I beg to differ, Hon Simon O’Brien. 

Several members interjected. 

The PRESIDENT: Order, members! It is too early in the day to get too excited. Debate is conducted according 
to a set of well-known guidelines and rules; let us keep it that way. 

Hon DARREN WEST: I will not dwell on that point but I will say that there was some concealment of the 
Liberal–National coalition’s true intentions before that election. As a consequence, when the GST was 
introduced into the federal Parliament, the government did not have a Senate majority and so the GST legislation 
needed to be heavily amended. I point out that Tasmanian Senator Brian Harradine was seen as the person who 
may have allowed the passage of the GST but even he was not convinced that it was a good idea for all of 
Australia. That turned out to be a reasonable assessment because Brian Harradine ultimately abandoned his 
support for the introduction of the GST. That left us with the unusual circumstance of the adoption of the heavily 
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amended bill with the help of the Australian Democrats. Now we have GST on some articles that we buy and not 
on others. We ended up with not so much a broad-based consumption tax after all; we ended up with an amended 
consumption tax that has implications for Hon Peter Katsambanis’s motion. If there had been a truly broad-based 
consumption tax, the revenues may have been such that we would not have to have this debate about Western 
Australia’s poor deal on GST revenues from the government. 

Hon Simon O’Brien: That was because the Australian Labor Party wouldn’t respect the mandate that was given 
to Howard in 1998 and you know it! 

Hon DARREN WEST: That enables me to go to another small piece of political history, which I enjoy 
studying. As I have pointed out before, at the 1998 federal election, the Labor Party received a higher two-party 
preferred vote than the coalition received. That was partly as a result of the public not totally trusting the 
coalition not to bring in a GST. It proved to be that it did bring in a GST, even though it portrayed that it would 
not. 

Several members interjected. 

The PRESIDENT: Order! It is obvious that quite a few members are keen to get into this debate but they have 
to do it under the same rules as everyone else—that is, one speaking at a time. 

Hon DARREN WEST: We ended up with a heavily amended GST that was accompanied by a sense of 
inevitability that it would not be fair to all GST payers and all GST recipients. Sure enough, that is what we are 
debating today. We are debating that the original GST arrangements, signed in 1999, are not fair. The Australian 
Labor Party could have told us that in 1985. When we bring in a broad-based consumption tax, some people are 
going to win and some people are going to lose. Sadly, for us here in Western Australia in 2014, nearly 20 years 
later, we find ourselves with the stark realisation that Bob Hawke and Paul Keating called it about right. I 
touched on it earlier, but I think it is important to always keep in the back of our minds who signed us up to such 
an inequitable and unfortunate GST deal—namely, the former federal Treasurer Peter Costello and the then state 
Treasurer, Hon Colin Barnett, who now finds himself in the unusual position of being the victim of the deal that 
he signed. Not that we would know that by the way the Premier spends—like a drunken sailor. The legacy of this 
Premier will be the parlous state in which he leaves the Western Australian books, going from a $3.8 billion 
deficit with the nation’s best set of books to the highest per capita debt of any Australian state when he leaves 
office. It is funny how circumstances come back around and bite somewhere. 

A member pointed out solutions and I also touched on some. We need to find other ways to bring some 
substantial funds into Western Australia to prop up the state budget that is spiralling out of control and will have 
to be cleaned up by someone more responsible than the current government. I touched on the Building the 
Education Revolution program, which injected huge amounts of money into Western Australia and invested 
heavily in the education system. That was a remarkable initiative and, as I pointed out, I rarely go to a school 
now without sitting in a covered area or visiting a library that is a federally funded Building the Education 
Revolution facility. What a great program it was. Certainly, it was criticised but I think that in the fullness of 
history it will be seen as one of the great investments in public infrastructure of our generation. 

I also touched on Gonski funding and I was informed by the Leader of the House that almost $600 million could 
have come into Western Australia, but the Western Australian government decided it did not want $600 million, 
despite falling GST revenues. The government instead decided to put the funding for Elizabeth Quay and other 
projects that it sees as a priority on the credit card. It is similar with the National Disability Insurance Scheme; 
we do not now have the funding coming into Western Australia that we may have otherwise had. The federal 
coalition has now scrapped the national broadband network, which is a vital piece of infrastructure. I get phone 
calls from people all the time about the poor quality of their digital television reception. I had a Facebook inquiry 
last night from someone who lives in Bindoon about why their digital television is unwatchable. I give all 
inquirers a similar reply: they will just have to wait until the election of a federal Labor government to get the 
NBN and then they will be able to stream programs online in their own homes. 

Several members interjected. 

The PRESIDENT: Order! I am sure Hansard will record that as multiple interjections because it is impossible 
for them to record an individual comment out of a plethora of interjections. You do not get your points across, 
members, if you interject in that manner. 

Hon Peter Katsambanis: The Parliamentary Library will store the member’s contribution in the fiction section. 

The PRESIDENT: Order! Hon Peter Katsambanis has made his speech on this motion. 

Hon DARREN WEST: I understand that Hon Peter Katsambanis is very passionate about this issue and he has 
brought a very good motion to the house. My understanding of how motions work is that Hon Peter Katsambanis 
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will certainly have the opportunity towards the end of this debate to refute some of the things that I am saying or 
perhaps put a more conservative, positive spin on some of my comments. 

I look forward to hearing those comments, because I find Hon Peter Katsambanis a very engaging contributor to 
the house. I know he gets very passionate. As we heard last night, he gets very excited about some of the 
debates, and I am certainly looking forward to hearing him. 

As I have already touched upon, lately we have had the opportunity of not seeing the $60 million—it was 
reduced to $50 million—of federal government funding that was available to assist our farmers. The scheme has 
been couched in such a way that it is unlikely that our farmers will take advantage of that funding. The money 
will be returned to the commonwealth. I do not see how knocking back some of these major initiatives, saying, 
“We don’t want to do that” in the face of declining GST revenues is such a clever way to go about governing the 
state of Western Australia. All of us who are elected members for regions in the state of Western Australia have 
a unique opportunity to now lobby like never before our federal counterparts—that is, both sides of politics or all 
sides of politics. We have the opportunity like never before to lobby for a better arrangement for Western 
Australia. 

With the paper voting system proving not to be up to scratch in Western Australia and the subsequent need for a 
fresh Senate election at an enormous cost, all eyes will be on Western Australia. I must say that on a visit to 
Canberra late last year, when there was a very real possibility of this scenario playing out, all my federal 
colleagues and all the people whom I bumped into over there were quite excited about the opportunity of visiting 
Western Australia. They were looking forward to coming over to meet with the stakeholders in Western 
Australia as well as finding a way to maximise this Senate election to their advantage.  

We have had some visits from federal counterparts. I note the federal Minister for Agriculture has not been able 
to find the time to come over in nearly six months, but I am sure with the impending Senate election, we will see 
him in spades! In the run-up to when the date is announced, his diary will be dramatically changed. He will come 
over to discover Western Australia. He will discover that it is not all beer and skittles in the industry of 
agriculture; that we have had a very tough time; that we do not deserve to have some of our federal Farm 
Finance Concessional Loans Scheme money taken away and given back to his state of interest in Queensland. I 
am sure we will see people such as the federal Minister for Agriculture come and discover Western Australia to 
learn about what we need over here. I am looking forward to that. I think we will see all kinds of government 
ministers. We may even have a visit from the Prime Minister! Rather than just rocking up to a closed gathering, 
maybe the Prime Minister might come over to rediscover Western Australia as well as meet its people to 
understand why he needs to look at some alternative arrangements in how he distributes the GST. 

The problem is that the Prime Minister will be very good at coming to Western Australia and saying, “Yes, we 
need to do something about the inequitable funding of the GST”, but then the next day he will hop on a plane. 
We will see him landing in Tasmania then saying, “No, look, we’re not going to change anything about the 
GST”. Therefore, we need to have a genuine, open and honest debate about how this can be done, and perhaps a 
full-blown inquiry into how we can come up with a better and more equitable system. I do not know whether a 
population-based system might be the outcome of that inquiry. However, I think there will be some genuine 
thought-provoking ways put forward to achieve this, given it is now 15 years since the GST—that we never ever 
had—came into existence! 

Touching on agriculture, I note that many people from our primary industries are writing out some rather large 
GST cheques because when a harvest is brought in and the funds are deposited in the bank, nine per cent of those 
funds are, in fact, GST. A lot of farmers—as well as people in other industries, but especially those in seasonal 
industries—are now writing out some rather large GST cheques back to the federal government. I believe around 
60c in the dollar will be returned to them. I hear this from industry, business and everyone who pays GST. 

The Senate elections are a great opportunity for us to now highlight even more this big problem. I have touched 
on the fact that the government could also do something that the government has never done before—that is, 
show some fiscal restraint. The government should perhaps acknowledge that GST revenues are falling and, until 
we can find a more equitable solution to distribute the GST, that we should be a little more circumspect. We 
should be more circumspect in the signing up of $43 billion contracts with only two weeks for Treasury to 
investigate them. Perhaps we should be more circumspect in paying companies $261 000 a day to fund hospitals 
that have no patients, while at the same time cutting staff at hospitals that do have patients. Perhaps the state 
government needs to be a bit more mindful of Hon Peter Katsambanis’ motion. The government should be more 
fiscally responsible. Some of these pet projects, such as Elizabeth Quay, should be put on hold. We would like to 
have them, but we do not really need them. 

I also note that we have had to make some difficult cuts in the area of education. Rather than cut vital services—
housing or the country local government fund or some $141 million funding to the Southern Inland Health 
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Initiative—maybe the state government should be more fiscally responsible in coming up with better ways to 
live within its means, while concurrently working out a better deal with the Commonwealth of Australia. That 
inquiry or that arrangement or those circumstances would be welcomed by both sides of the house. I think 
we would find that there would be a genuine bipartisan approach should the government show the goodwill and 
fiscal restraint required to at least pay some mind to getting the Western Australian books back in order. 

In doing my research, I have also heard that other states are generally not happy with the GST 
arrangement. Maybe our Queensland colleagues would be quite interested in Hon Peter Katsambanis’ 
motion. Maybe they would be an ally, albeit it would be somewhat unlikely, in helping us further our cause with 
the commonwealth on a more fair and equitable distribution of GST. One of the parts of Hon Peter Katsambanis’ 
motion towards the end, which I was most interested in and wanted to spend a few short minutes on before I end 
my contribution, was the possible ways of new distribution, but also ways to drive growth. It could be seen that 
in Western Australia we could sit back on our laurels due to the good work of governments past in developing a 
world-class mining industry and the benefits that now brings to the state of Western Australia. However, I do not 
think we should rest on our laurels. We should try to grow the industry even more, and I can point to areas in my 
electorate in the midwest, where there is enormous potential to grow the industry. Some more equitable GST 
funding would enable us to proceed with projects, such as Oakajee, or a fully-fledged 50 million-plus tonne 
magnetite industry in the midwest. We need to spread that wealth around the state a bit more rather than all our 
fly in, fly out miners having to travel great distances to the established industry in the Pilbara. 

While I am touching on growth, I refer to an interesting statistic about my industry, agriculture, that I heard 
about the other day. In 1970, Western Australia had its very, very first one million tonne wheat harvest. I will 
just point out to opposition members as well—even some opposition members would not be aware although I 
have mentioned it before—that last year we had a record grain production in Western Australia of over 
16 million tonnes. That is also a growth industry that has the potential, with publicly funded research and 
development, to grow more. However, yesterday I also saw a graph showing agribusiness crop updates. It 
highlighted the slumping of collective state governments’ investment into publicly funded research and 
development in the area of agriculture. 

It correlated with a graph that showed investment put into agriculture by countries such as Brazil and Germany, 
and looking at the graphs on productivity and growth in their agricultural sectors, they are streaking away from 
Australia; we are fairly stagnant. The fair and equitable distribution of GST revenue would allow more of that 
public funding to be spent in Western Australia, because as well as being the country’s biggest mining state, we 
are also the country’s biggest agricultural state. I think it gets a bit forgotten sometimes that it is not just mining, 
mining, mining. Agriculture commits a lot of GST to federal government revenues and—Hon Peter Katsambanis 
is right—it should be channelled back to Western Australia and put back into those industries to allow them to 
grow even more. I am not saying that we need to abandon the states that do not have strong mining and 
agricultural industries—of course we should not do that—but we should work out a way that is fairer and 
equitable for everybody. 

I finish my remarks by acknowledging that Hon Peter Katsambanis has moved a very good motion and I think it 
is high time that we looked at a better way to do things. However, we also must remember the mistakes of the 
past and learn from them. We must all get together and come up with a fair and equitable solution by having an 
intelligent and constructive debate about how we might go about this. We must acknowledge where mistakes 
have been made and that Western Australia, as was pointed out after the 1985 Tax Summit, was subjected to an 
inequitable tax and that the arrangements signed in the past with which we are now lumbered were not the best 
outcome for Western Australia. I reckon this is a good motion; I commend Hon Peter Katsambanis for it and let 
the debate move on. 

HON LIZ BEHJAT (North Metropolitan) [2.32 pm]: I am very happy to rise to support my colleague’s 
motion before the house and to contribute to this interesting debate we have had in the few hours we have been 
holding it. I noticed that in the part of his contribution that the preceding speaker, Hon Darren West, made last 
week, he commented in an exchange with Hon Simon O’Brien that he was a keen observer of political history. 
After the contributions he made both last week and today, I think that he is a keen observer of political fiction, 
quite frankly. I am not sure where history came into his contribution; what we heard in his contribution were 
probably more like fractured fairytales. By way of interjection earlier in this debate, and maybe Hansard did not 
pick it up so I will put on the record, Hon Simon O’Brien talked about the 1998 election being fought on GST 
issues. I was very involved in that campaign and was working as an electorate officer during that time. As 
Hon Simon O’Brien said in his interjection, members who fought in that GST election in 1998 lost their seats 
over that issue, and I am certain he was referring to my good friend and former employer Don Randall, the 
current member for Canning, who in the 1998 election was the member for Swan. Anyone who speaks to Don 
today will find out that he lost his seat in Swan because of the GST. However, we took the GST to an election, to 
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the people, so when Hon Darren West in his contribution asked who signed us up to the GST, the answer is that 
it was the people of Australia, because we took it to an election. That is the history part of things and I will not 
go further into the fairytales that we have heard in the contributions of members from the other side. 

In her most excellent contribution to this debate last week, my good friend and colleague from the Nationals 
Hon Jacqui Boydell had this to say, and I quote from last Wednesday’s Hansard — 

Members in this chamber and in the other house all agree that we need a bipartisan, collegiate approach 
when we approach our federal counterparts to put our ideas on the table. 

She went on to say — 

I hope we can draw the attention of new Western Australian federal members of Parliament to the very 
dire issue facing Western Australians. 

I think people need to heed that advice from Hon Jacqui Boydell and, following on from what Hon Darren West 
said a few minutes ago, with this half-Senate election in the offing, we have the opportunity to lobby like never 
before. Before I make my substantive contribution to the excellent motion brought to the house by 
Hon Peter Katsambanis, it is incumbent on us, as there will be a half-Senate election held sometime in the near 
future in Western Australia, to put on the record what our Western Australian federal counterparts have been 
saying in Canberra about the GST. Therefore, with the house’s indulgence, I will take some time to go through 
those comments. The comments I will quote come directly from the Hansard of the federal Parliament. The first 
comment I would like to put on the record is from Senator Mathias Cormann in August 2007. I could probably 
spend 45 minutes quoting him on the GST given the number of times he has spoken on the issue, but this is the 
quote I have chosen today. He said — 

The issue I am raising is not one of parochial self-interest but of the underlying dynamic in the system 
by which GST payments are allocated to the states. There is a school of thought that it is essentially a 
bit like a large welfare program, with all the typical distortional effects that come with that. It takes 
from productive areas such as Western Australia and redistributes to areas in decline. In so doing it 
redistributes scarce funds from high to low areas of return, encourages consumption over investment 
and discourages mobility and job creation. The system, in my view, needs adjusting. 

Then, on 28 February 2012, after the Commonwealth Grants Commission’s report on GST revenue came out at 
the end of 2011, Senator Michaelia Cash, who we know now has to face yet another Senate election, had this to 
say — 

The CGC’s announcement further confirms what Western Australians know to be true: the current 
system unfairly penalises Western Australia for our economic success, and is so transparently 
inequitable as to be unsustainable in the longer term. It was bad enough that WA received just 68c for 
every dollar in 2010; now in 2012 we have been reduced to receiving a mere 55c. This is not only the 
lowest of any state; it is the largest drop in GST share in the history of the GST grants process. The 
irony of this is that previous WA Treasury forecasts indicated that, if the downward trend in GST 
revenue to WA were to continue, WA’s share would drop to an unsustainable 33c in the dollar by 
2014–15. That would appear to have been a conservative estimate because, based on the proposed 2012 
Commonwealth Grants Commission cuts, WA Treasury preliminary modelling is now predicting that 
the WA share of GST grants will fall to as low as 27c in 2015–16. That is clearly unfair, unsustainable 
and unacceptable. 

On 19 March 2013, Senator Cash said the following — 
We need a CGC formula that rewards best performance and embraces the principles and concepts of 
competition and productivity. This formula must avoid ambiguity and be able to respond promptly to 
changes in economic issues and changing economic circumstances. Success must be encouraged and 
rewarded; failure must be discouraged. We need a CGC formula that rewards best performance, 
embraces the principles and concepts of competition and productivity and does not destroy the 
opportunities for growth in Western Australia that will ultimately benefit all of Australia. 

Then on the same day Senator Cash made that contribution, Senator David Johnston made a contribution in 
reference to the added burden that the minerals resource rent tax would place on the state, given the already 
inequitable distribution of GST revenue to Western Australia. He said, referring to Adam Bandt — 

Mr Bandt’s plan would be on top of the Commonwealth Grants Commission’s recommendation to take 
$600 million of WA GST payments in the coming financial year. 

Again, on 28 February 2012, Senator Alan Eggleston—members will note that so far all of the comments have 
been made by Western Australian Liberal senators—said — 
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It is an absolute abuse of the concept, undermining the principle upon which this tax was established, 
for a state like Western Australia to find that its share of the GST generated in Western Australia is only 
55 per cent … 

Then again in the Senate, on 17 March 2009, Senator Chris Back said — 

Mr President, Western Australia is a cash cow of the Australian economy, and we are proud of the contribution 
we continue to make. A few years’ veterinary experience, however, tells me that if the farmer continues to starve 
the western end of the cash cow then greenhouse gases are not the only emissions which will cease at the eastern 
end. The milk supply will inevitably decline and then dry up, after which time, to continue my veterinary 
analysis, even if the farmer resumes feeding the cash cow, there will be an inevitable pregnant pause, possibly 
even the odd Labor pain, before the flow of milk will resume. Even a stimulus or two, or indeed 42, will not 
guarantee success or hasten that process. 

I remind those who facetiously refer to us as the quarry state that Western Australia accounts for two-
thirds of Australia’s wheat exports. We produce 40 per cent of the nation’s wheat harvest and, with the 
contribution of minerals and LNG, a third of Australia’s export wealth … 

I continue quoting Western Australian senators with the first speech to the Senate of my good friend Senator 
Dean Smith, on 18 June 2012, again a Liberal senator from Western Australia, who said — 

Declining GST payments to Western Australia is the most damaging national issue for our state, and 
every Western Australian will feel the pain if the matter is not swiftly addressed. Western Australia’s 
share of the GST will fall to 55 per cent this year and possibly to 25 per cent by 2016. Over the four 
years to 2016, WA will pay a $15.3 billion penalty for its economic success. Correcting this imbalance 
is at the core of reforms to revitalise our federation. It is critical that states are rewarded for economic 
success and that no state or territory is given a free lunch. 

As Hon Jacqui Boydell said in her contribution, we need to speak to our newer federal counterparts. 

Hon Col Holt: How did they go with the notion of a 75 per cent floor in the GST? 

Hon LIZ BEHJAT: Sorry, Hon Col Holt, I want to continue with what I have here. 

We also should look at the contribution made by some of the newer members of the federal Parliament. In the 
House of Representatives, Ian Goodenough, the member for Moore, from Western Australia, on 9 December, in 
his first speech to the house, said — 

In particular, the declining share of revenue from Commonwealth-based taxes such as the goods and 
services tax and royalties needs be addressed as a priority. Western Australia may represent 10 per cent 
of the Australian population, but it accounts for more than 46 per cent of national export income and 
16 per cent of gross domestic product. 

Again, on the same day, making his first speech to the House of Representatives, Christian Porter, well known to 
all of us here as the former Attorney General and Treasurer of Western Australia, said — 

Citing previous gains to justify Western Australia’s present mammoth losses ignores proportionality 
and fails to recognise that historical equalisation in WA’s favour was meant as compensation, not 
subsidy, as WA’s trading economy was crippled by national protectionism in times gone by. 

I also refer to the contribution made by Rick Wilson, the newly elected member for O’Connor. In fact, I know 
that the member of the National Party prior to Rick Wilson also made substantial comments in the house about 
Western Australia’s proportion of GST. Rick Wilson said — 

As a Western Australian I cannot ignore the inequity of the GST distribution formula. In the financial 
year 2013–14, we will receive just 45c for every dollar of GST that we pay. This is projected to fall to 
just 7c in the dollar in 2016–17. The Commonwealth grants formula was designed so that the more 
developed states would give a hand to the developing states, and in Western Australia’s development 
phase we were grateful recipients of that assistance. But now the system is being used to support states 
which do not maximise economic development and investment. So, while we Western Australians are 
happy to help our compatriots who are working hard to improve their economies just like we did, we 
resent propping up those states who are not making every effort to maximise their resources and 
opportunities. 

Contrast that, if you will, to statements made by federal WA counterparts from the other side of the chamber. In 
doing the research for their contribution today, I looked extensively at the Hansard of both the House of 
Representatives and the Senate. I will run through it but it will not take me very long. Senator Louise Pratt, from 
the Labor Party, made these comments relating to the GST — 
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… it would be remiss of me to talk about investment in WA without touching on the completely 
disingenuous debate about GST revenue that is taking place, a debate that is completely pulling the 
wool over the eyes of voters, … 

I ask her how exactly is the $3 billion less to WA disingenuous. That is the only comment I could find from her. 

Senator Sue Lines, one of the newer WA Labor senators, has said nothing—nada, zip, no comment—on the 
GST. Senator Glenn Sterle, from the ALP, has said nothing, nada, zip, no comment. Senator Mark Bishop—
nothing, nada, zip, no comment. I then looked at the newly elected member for Perth, Alannah MacTiernan, in 
her first speech to the House of Representatives, in a very defeatist attitude I must say—she does not come 
across to me as someone who is going to fight for Western Australia over there—said — 

I do not expect the GST arrangements to change anytime soon … 

That was her complete contribution to the GST argument. I found no comments from Melissa Parke, the member 
for Fremantle, either. 

I now turn to the Greens. Rachel Siewert said nothing about the GST. The only comment I could find from 
Senator Scott Ludlam from the Greens show that he supports Colin Barnett’s stance that the redistribution 
system is unfair, linking the threats of the then Labor federal government to withhold GST credits from WA as 
an act of retaliation. Senator Ludlam said — 

Premier Colin Barnett in Western Australia is quite right when he reminds Canberra that mining 
royalties are a state responsibility and accuses Canberra of bullying in threatening to withhold GST 
receipts by way of retaliation. 

I took the time to put those thoughts on the record for a very good reason. Hon Darren West has said that we 
have a perfect situation arising soon, with the Senate election, for people to look at what our WA federal 
counterparts have been saying about the inequities in the distribution of GST. As can be seen from the examples 
I have read out, our Liberal and National colleagues on that side of Australia are representing Western 
Australia’s interests and those in the opposition, as usual, are not saying anything at all and not fighting for 
Western Australia. Obviously, it behoves the voters of Western Australia to bear that in mind when they go to 
the polls sometime in early April to cast their vote for the all-important Senate election. We need people like 
Senator David Johnston and Senator Michaelia Cash returned to the Senate, who will be joined by people like 
Linda Reynolds, who I know quite well and who will be fighting for Western Australia once she is confirmed as 
a senator for Western Australia. 

Having said that, I want to say that, in supporting this motion of Hon Peter Katsambanis, I agree that the current 
GST distribution between the states, which sees Western Australia receive less than half of what it would receive 
on a per capita basis, is inequitable and needs changing. This need for change grows each week. More and more 
people are migrating to Western Australia to live and work; we know that the statistics show that close to 1 000 
people, if not more, come to live in Western Australia each week. Why would they not want to come and live in 
this great state? Everyone is welcome but we need to ensure that we can give them the quality of lifestyle that 
they come here to enjoy. 

I also support the introduction of the per capita distribution model being set as a limit and the remainder of funds 
to be distributed in a targeted productivity–linked approach that would see future growth as the focus rather than 
the status quo, which would encourage the fiscal malpractices of Labor-run states such as those in South 
Australia and Tasmania. One also hopes that come 15 March when both states go to their elections the voters 
there will make a change so that those states also might be able to economically manage their lives better than 
they are doing at the moment. 

From the comments I put on the record from my colleagues from the east, we know we are 10 per cent of the 
population producing 40 per cent of the country’s exports. I think that is a mantra that all of us have come to 
know quite well, but we still receive only five per cent of goods and services tax revenue, which is half of what 
we would otherwise be entitled to if there was an equitable per capita redistribution model. Treasury estimates 
that the current system results in close to $5 billion in lost revenue that our state could otherwise spend on 
further improving critical infrastructure and services that are necessary to keep pace with our continually 
expanding state population, and we can see the massive infrastructure projects in place at the moment. 

I have to say again in answer to one of Hon Darren West’s comments that we should be now putting our foot on 
the hose when it comes to projects such as Elizabeth Quay. It is facetious to even make that comment. What 
would we do? Stop construction of this fantastic project which, once finished, will be an amazing attribute for 
Perth. I do not know how we can stop a project halfway through. Get over it; it is being built; we are doing it. 
One thing we will be remembered for is the massive amount of infrastructure this government is putting in place. 
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I want to quote directly from the Commonwealth Grants Commission paper entitled “Key Information: What is 
fiscal equalisation?” about horizontal fiscal equalisation. It states — 

“State governments should receive funding from the pool of GST revenue such that, after allowing for 
material factors affecting revenues and expenditures, each would have the fiscal capacity to provide 
services and the associated infrastructure at the same standard, if each made the same effort to raise 
revenue from its own sources and operated at the same level of efficiency.” 

The fact that WA still receives less than half what it should under the current horizontal fiscal equalisation 
system clearly shows that the system is flawed and something has to change. There are a number of fundamental 
issues with that concept, the least of which assumes uniform levels of efficiencies across all state and territory 
governments. Further to this, the concept of horizontal full equalisation is not only inequitable, it also promotes 
inefficiency because there are no productivity benchmarks for states to achieve before receiving funding. It 
further provides that there will be no incentive for poor performing states to better their economies because, in 
relative terms to their economic earning capacity and performance, they still receive disproportionately more 
from states such as Western Australia, which does well. As I mentioned before, this is no better shown than the 
continuance of the current South Australian and Tasmanian Labor state government’s ineptitude when it comes 
to fiscal management, which, in turn, means they are propped up by funds derived from Western Australia’s 
success. This is the time for it to stop. As I said, hopefully, on 15 March the voters of Tasmania and South 
Australia will bring that to a halt. If Labor, God forbid, should ever occupy the government benches in this house 
again, the disincentives of the current HFE system would be far too attractive for the less-than-average standard 
of fiscal management that all Australians have come to expect from Labor. This state’s economy would go the 
same way as those currently unfortunately being experienced by the poor Tasmanians and South Australians. But 
there we have it, one hopes that will not happen certainly in my lifetime. 

Some of the facts and figures we see in relation to the current system show inequities that can only be righted if 
we move to a per capita GST redistribution model given that the 2012–13 financial distribution relativity actuals 
are contained in the CGC’s report of the 2014 financial year. Members will note that some of these figures are 
2011–12 facts and figures; nevertheless, they need to be put on the record. WA received close to $3.5 billion in 
payroll tax revenue in the 2012–13 financial year and $3.1 billion the previous financial year. When comparing 
state-by-state relativity, as reported by the CGC, WA’s private sector average wages and salaries per capita for 
the 2011 financial year were 31 per cent above the national average, with this above-average performance 
continuing throughout the 2012–13 financial year. This continued above-average performance in WA occurred 
throughout the previous federal Labor government’s disastrous reign. WA sustained strong economic 
performance under the Liberal-led Barnett government, which provided federal Labor with its revenue 
opportunities to make a real difference to all Australians during what was to be a very dark and bleak two-term 
period in Canberra. Despite this well-above-average contribution made by hardworking Western Australians, the 
disastrous reign under Rudd, Gillard and Rudd again, still resulted in the whole lot being blown, and then some, 
by propping up the poorly run Labor state counterparts. That is probably an argument for another day. Under the 
current inequitable horizontal fiscal equalisation calculation method, which the previous Rudd–Gillard federal 
Labor governments encouraged and supported, the CGC indicates its assessment of states’ payroll tax revenue 
earning capacity and its subsequent efforts in calculating GST redistribution figures for the financial year 2013–
14 show that WA will be penalised a further $149 million in lost GST redistributed revenue under the current 
HFE system, despite further growth in the private sector payrolls. Just because WA has an above-average per 
capita wage earning capacity, when has it been fair that we should be penalised for doing well? I am not sure 
what the answer is to that.  

There are obvious inequalities in the current system and such inequality was one of the only things Labor could 
rely on federally to prop up its otherwise quite disastrous financial reign. The contribution that mining, the 
state’s biggest earner and contributor has made to the Federation is also a very important point for us to look at 
today in the course of this debate. Despite the state’s extremely strong mining sector resulting in the windfall of 
mining royalties unsurpassed by the other states, for too long we have been penalised for doing well. As for our 
well-above-average payroll earning capacity, our above-average mining revenue earning capacity again sees the 
state penalised for doing well, which, in turn, results in WA receiving far less than our fair share of GST 
revenue, which would be otherwise forthcoming under a per capita redistribution model. To highlight the 
significance and importance of mining royalties as a source of state revenue nationally, mining made up eight 
per cent of total state revenue contributions for the 2011–12 financial year, which equated to a total of 
$10 billion, although it is important to note that more than $5.7 billion of that $10 billion was generated by 
Western Australia. Yet, overall, our GST revenue is less than half of what we should be entitled to under a per 
capita distribution model. Western Australia’s total own source mining revenue per capita has been well above 
the average of the other states for the last six years, with WA collecting $2 235 per capita in mining royalties for 
the 2011 financial year, which was more than three times that of Queensland, which received $613 per capita 
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and 18 times more than the other six states and territories, which, collectively, earned $122 per capita. Western 
Australia’s total revenue per capita has exceeded Queensland’s and the average of the other six states in every 
year since 2005–06. It was $417 per capita above Queensland and $1 575 or 18 per cent above the average of the 
other six states in 2011–12. In the Commonwealth Grants Commission’s own assessment, the effects of mining 
royalties tax contributions on Western Australia’s GST redistribution amount will see the state $560 million 
worse off, yet despite some offsets built into the horizontal fiscal equalisation calculation methods overall, 
according to the CGC, WA will still be the only state to receive less GST in 2013–14 than in 2012–13, with our 
GST falling from 5.9 per cent to 4.9 per cent. Western Australia is the only state that gets penalised for doing 
well. I did not do that well when I studied economics at school, but even I can see that something in that is not 
fair and it is certainly not equitable. Despite Western Australia having 11 per cent of the nation’s population and 
experiencing the tyranny of distance and all the other factors, such as the high relative cost of infrastructure and 
everything else that people in Western Australia have to contend with, there is no way that anybody looking at 
those figures, even in a completely dispassionate way and not as a proud Western Australian trying to do the best 
we can for our state, can believe it is a fair system. 

We know that WA is not getting its fair share, yet to add salt to the wounds in 2011–12, Western Australia 
effectively supplemented state Labor government economic mismanagement practices in South Australia to the 
tune of $347 million or $208 per head, and $146 million or $282 per head in Tasmania. It is true, and some of 
our federal counterparts have gone on the record saying that we need to assist people when they are in need, but 
when the system is effectively using $255 more of Western Australia’s per person contribution to prop up these 
state Labor fiscal malpractices going on in other states, something is seriously wrong and must change. I cannot 
say often enough that I hope on 15 March we will see a change in those governments in South Australia and 
Tasmania. 

The only glimmer of hope or light at the end of the tunnel that has come out is the CGC’s recent decision to stop 
further inequities at the expense of Western Australia in which it recommended to Treasury not to reclassify iron 
ore fines from the current low loyalty group to the high royalty group. Had the CGC decided to proceed with that 
reclassification, WA would have seen an additional reduction of some $612 per capita in projected royalties 
revenue back to the state for the 2013–14 financial year. One could only hope that the decision taken by the CGC 
in relation to the treatment of iron ore fines might somehow point towards a more equitable outcome for WA’s 
longer term in the upcoming 2015 review of the CGC’s calculation methods, once it gets underway. The review 
of those calculation methods, coupled with the strength and sensibility of the now federal Liberal government, 
will hopefully see soon—it cannot come soon enough—the repeal of another of Labor’s financial disasters, the 
minerals resource rent tax. Again, that should go some way towards a positive and equitable economic outcome 
for Western Australians, but that will be based on how the Senate is made up in July. It is very important that we 
ensure that those very good senators from Western Australia are re-elected so they can continue to fight that 
good fight that they do. 

The final part of Hon Peter Katsambanis’s proposal is the additional revenue that would be available for further 
distribution beyond the proposed set per capita distribution amount for each state. This additional amount above 
set per capita should be governed by predetermined state agreed levels of productivity and performance to ensure 
such allocation is equitable, whilst also providing the much-needed impetus for poor performing states to better 
their performance. That is not what we see under the current system. That incentive does not exist. The current 
HFE system does make some concessions in calculating redistribution of funds for, amongst other things, 
demographic characteristics like Indigenous population numbers, where people live and socioeconomic status. 
All those sorts of things are taken into account, but they are overshadowed by the CGC’s inequitable 
equalisation method, which is further made unfair by the lack of accountability such a system promotes and in 
which no key performances are linked to funding levels. It is like saying, “Here’s a little extra something for 
doing nothing”, or even worse, “Here’s something for performing poorly and, by the way, do what you like with 
it.” It is nonsense. It is therefore important that we tie additional redistribution amounts above an equitable set 
per capita amount to keep performance indicators to specialist infrastructure projects so that the states and the 
nation as a whole ensure that the public is getting the best value for money with some level of confidence that it 
will not just be going back into sinking black holes such as those we currently see in states like South Australia 
and Tasmania. The penalisation of Western Australia for doing well has to stop. There is no other way of putting 
it any more simply than that. We are tired of providing handouts to state Labor governments because of their 
fiscal ineptitude. On 15 March, I am sure that members on this side of the chamber are hoping they we will see 
both in South Australia and Tasmania a change of government. 

We welcome the Commonwealth Grants Commission’s recent rethink of the reclassification of iron ore fines. 
That is some sort of light at the end of the tunnel and a glimmer of hope that maybe in the 2015 review the CGC 
will look more favourably on WA. Members on this side of the house firmly believe that productivity measures 
or key performance indicators should be applied to above–per capita redistribution amounts as a means to curb 
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poor performance as exemplified by those two Labor states that I have mentioned quite often in my contribution 
today, while providing the added incentive to those states that perform well. At the end of the day, all we are 
asking for on behalf of all Western Australians is for our fair share—nothing more, nothing less. We just want 
our fair share. Members of the Barnett government in WA are looking forward to working with our federal 
Liberal counterparts in seeking a more equitable per capita GST redistribution model that ultimately will see all 
Western Australians benefit from moving forward.  

I thank Hon Peter Katsambanis for bringing this important motion to the house. I want members to pay particular 
attention to those comments that are on the record made by the good men and women representing Western 
Australia on our side of politics on the other side of the country and the fact that they are willing to stand up for 
Western Australia when it comes to fighting for the things that we believe in in Western Australia. They do not 
run for cover. They do not hide from it. They are happy to talk about how proud they are to be Western 
Australians. I know they will use all of their efforts to try to convince the CGC to be fairer and equitable in what 
it provides to Western Australia by its share of GST. I commend the motion to the house.  

HON MARK LEWIS (Mining and Pastoral) [3.09 pm]: I, too, would like to add my contribution to this 
debate and also commend Hon Peter Katsambanis for moving this motion. It is probably one of the most 
pressing issues facing this state. One might also say that it could be the twenty-two billion-dollar question. I also 
note that there seems to be some equanimity across the chamber on this issue. I would like to further elucidate 
my thoughts on this very important matter. I would also like to take up the invitation of Hon Peter Katsambanis 
to provide solutions. We have all had a crack at providing some background information but at the end of the day 
it is about giving solutions, and I would like to add my bit to that. Before I do, I would like to acknowledge the 
person whose report I will be drawing on in-depth and present her recommendations on this issue relating to the 
GST and other reform processes. I am referring to Ms Rachel Robson, who is a final year law student at 
Edith Cowan University. I was fortunate enough for her to select a topic of mine that I put to the 2013 
parliamentary internship program last year. Like Hon Peter Katsambanis, I have had concerns for some time 
about the taxation and other centralist powers of the commonwealth, which to me have gone way beyond the 
original intent of what we signed up for at Federation. The question I put to the parliamentary internship 
program—as I said, I was very grateful that Rachel took up the offer—was to effectively investigate the shift in 
commonwealth–state relations over a range of issues, with a keen eye specifically on the funding and 
arrangements around the GST. I would like to give some background before I go into this about what drove me 
to pose that question. 

Given my background and previous job before coming into this place, I had the opportunity to be involved in the 
writing of and negotiations with a number of specific-purpose programs and the intergovernmental agreements 
and financial administration arrangements for those. When we are sitting around with commonwealth 
bureaucrats, we are nothing but a pimple on the rump of the commonwealth. We get a very distinct feeling that 
we are not a sovereign government and that they somehow in their own right seem to represent the totality of the 
commonwealth. I come to this debate with some particular insight into how we deal with the commonwealth on 
funding matters that come to the state. After a couple of exchanges on the issue with Rachel, where we sat down 
and she provided her expectations and I told her what I thought we should be targeting, she went away and, after 
having beavered away, delivered a report titled “The Effect of the Grants Powers on Western Australia’s 
Constitutional and Sovereign Responsibilities”. Just as an aside, as I said earlier, if members get a chance to be 
involved in the internship program this year, I urge them to do so because if they are interested in a specific 
subject, it not only helps them broaden their knowledge of that subject and probably provide a bit more in-depth 
detail, but also gives a bit of a leg-up to the student and a bit of a foundation. This motion gives me the 
opportunity to put Rachel’s writing and thoughts in Hansard but it also gives her the confidence to take the next 
step and send this paper to a law journal, so it can hopefully be a published paper at the end of the day. That can 
only be good for her career. If members do get half a chance, I urge them to take the opportunity and support the 
student internship program. 

As I said, I will be drawing in-depth on Rachel’s report, which I subscribe to. It confirms that Australian 
federalism is marked by an imbalance of power between the states and the commonwealth. This is also clearly 
demonstrated by this debate on the GST. Since the watershed case of the Amalgamated Society of 
Engineers v Adelaide Steamship Co Ltd in 1920, along with other notable decisions in 1946 to hand taxation 
powers over to the commonwealth, there has undoubtedly been a shift in power and an influence in favour of the 
commonwealth at the expense of the states. A mixture of changes to constitutional interpretation and 
constitutional financial provisions has had the effect of broadening commonwealth legislative power. Due to 
revenue-raising difficulties, the states are now financially dependent on the commonwealth for funding. 
Although we might be one of the better states, this is even more pronounced in other states such as Tasmania. 



Extract from Hansard 
[COUNCIL — Wednesday, 26 February 2014] 

 p601e-615a 
Hon Darren West; President; Hon Liz Behjat; Hon Mark Lewis; Hon Peter Katsambanis 

 [11] 

The grants power in section 96 of the commonwealth Constitution permits the commonwealth, when providing a 
grant of financial assistance to the states, to attach conditions to that grant. I will talk a bit more about that later. 
It is through the use of attaching conditions to a money grant that the commonwealth has been able to expand its 
powers beyond its enumerated legislative powers and broaden its influence and control. The states will often 
accept a grant, despite the conditions attached. As I said in my opening remarks, I have been involved in a 
number of these discussions. We find that we compromise ourselves to get an agreement across the line. In my 
view, it is a fact; Rachel also found that that was the case. The effect is that the commonwealth is able to 
influence policy and control state affairs. Following the identification of the essential characters of federalism, 
Rachel’s paper also considers the effect of commonwealth expansion of influence through the use of grant 
powers, including GST, on WA and its consequences for state constitutional and sovereign responsibilities. 
Rachel also considers federalism in Australia and the now very inherent fiscal imbalance. Rachel points out the 
nature of the commonwealth’s legislative power and demonstrates how the commonwealth has come to occupy a 
dominant position at the expense of the states. The paper addresses the states’ legislative abilities, 
responsibilities and functions, highlighting the restrictions placed upon the states to fulfil their constitutional and 
sovereign responsibilities. It also considers the application of commonwealth funds to WA from the 
commonwealth in the form of grants, demonstrating the manner in which the commonwealth is able to effect 
policy while financially assisting the states. Finally, it considers the advantages and disadvantages of the current 
financial climate and the possibilities for reform within a legal and political context to maintain the health and 
functions of the states as regional governments in a federalist society. I commend Rachel’s paper to members. I 
will be sending it to our federal colleagues, particularly to our senators because, after listening to the debate we 
have had on the floor today, I am of the view that the senators occupy a position of influence in this regard. 

I would like to expand on the last of Rachel’s points and take up the very inviting challenge of Hon Peter 
Katsambanis to recommend solutions. I again draw on her report and put her conclusions around the possibilities 
for reform. I will firstly go through a number of other issues that Rachel has suggested and finish specifically on 
the goods and services tax.  

As a starting point we must recognise the difficulty in achieving a balance of power between the commonwealth 
and the states. Everybody here has endorsed that sentiment. Some of the academics that Rachel came across 
indicated that reform is needed because the current financial climate is undermining federalism. A number of 
senior members of both the government and the opposition have said that if our GST revenue continues to 
decline, there will not be a helluva lot of point being part of federalism, particularly if our GST revenue share 
reaches zero. The commonwealth does encroach on the states’ role and functions. As one noted author suggested 
in Rachel’s report, if there is a case for federalism, there is a case for reform. The Constitution provides for the 
existence of the states and, self-evidently, without the states there would be no federation. There is the opinion 
that the Australian federal system is dysfunctional. All of us around here would agree with that. The likelihood 
of any solution being put into practice will vary according to the government of the day and the various political 
agendas. That has also been noted by several speakers in the chamber. It is not only a legal or policy issue, but 
also a political issue. Rachel explores vertical fiscal imbalance and untied grants. One of the ways the 
commonwealth removes state powers is by tying us to grants. One way to get around that is to have untied 
grants. A recent example of that, for which the Minister for Education and the Premier need to be congratulated, 
is the Gonski issue, which was very much a tied grant. Someone somewhere had to break the shackles. I 
commend the Premier and the Minister for Education for sticking to their guns and not only breaking the 
shackles of a tied grant to an untied grant, but also coming home with more bacon. The more we do that in not 
only this state, but every other state, the sooner we will start clawing back some of the imbalance. 

Rachel also explored some of the more difficult legal issues that surround constitutional matters. I encourage 
members to read that part of her paper. It is quite problematic and, as members know, constitutional change is 
always difficult. One thing that she did come up with that I will share with members is the principle of 
subsidiarity. The principle of subsidiarity is essentially that certain duties and responsibilities be employed on a 
central level only when it is certain that there is proven benefit from such a centralisation of power and when the 
member states of a polity cannot sufficiently achieve the policies that will result from such a duty of 
responsibility. That is a pretty important principle that we should further explore. Australia could benefit from 
the adoption of such a principle, because the effect would be a centralisation of power only when it is truly 
necessary. The likely response to such a principle is that we would be reverting back to the reserve powers, but 
the principle of subsidiarity does not claim to reserve powers to the states or narrow constitutional provisions on 
the premise that power is reserved to the states. It does allow a centralisation of power only when it is truly 
necessary for the benefit of the nation as a whole. Employment of the principle of subsidiarity would inhibit the 
commonwealth’s habit of entering into and affecting the state’s functions and policies. In a way, such a principle 
is remarkably in accordance with the enumerated legislative powers of the commonwealth. Thus the 
commonwealth should be legislating only in respect of those provided powers and not be permitted to 
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continually push up the scope of such powers. The subsidiarity principle may provide a restraint on the 
commonwealth without reverting to the tight arrangement of reserve powers. 

Members should consider this: as a first principle, the Senate considered every bill that went into the Senate and 
it must have a subsidiarity principle. If that was done as a matter of course—whether it was done by the Senate 
as a whole or by a Senate committee like we have in this house—that would curb the centralisation of some 
powers. Going back to my previous life, in the case of Landcare and natural resource management, clearly that is 
the responsibility of the sovereign state of Western Australia. The commonwealth keeps dreaming up national 
programs that have little relevance to WA, yet it uses our money to give us a program that it wants to give us that 
we do not particularly want. The reality is that I would rather our taxes come back in full so that the 
government can decide where our priorities lie and what sort of programs we want. If the commonwealth dealt 
with only those very central issues and invoked the subsidiarity principle, we would be a long way down the 
track. 

Rachel’s recommendation is very good and, frankly, I have not heard of it before even though I have been 
floating around politics for a long time. 

I turn to the GST specifically. I am not sure that what Rachel has proposed has legs; indeed, I am not a lawyer. 
Rachel has identified a potential solution. Hopefully others such as Hon Peter Katsambanis, who has a legal 
background, can look at her proposition to see whether it has legs. By its very virtue it is a technical legal issue. I 
will go through it slowly for not only members’ benefit, but also my benefit! 

Rachel has suggested a revisit of the GST scheme in light of section 114 of the Constitution. For those members 
who do not know, section 114 provides that a state shall not, without the consent of the commonwealth 
Parliament, raise or maintain any naval or military force or impose any tax on property of any kind belonging to 
the commonwealth nor shall the commonwealth impose any tax on property of any kind belonging to a state. It is 
fairly well universally agreed that the GST is a valid use of the commonwealth’s tax power provided in section 
51 of the Constitution, which gives the commonwealth Parliament the power to legislate on taxation and that the 
commonwealth has exclusive power to tax goods pursuant to section 90 of the Constitution. However, there is a 
possibility that the GST indirectly infringes on section 114 of the Constitution. As just discussed, pursuant to 
section 114 of the Constitution, the commonwealth is not permitted to tax the states’ property and the states are 
not permitted to tax commonwealth property. Further, the High Court has interpreted section 114 as a means of 
protection for the states from a tax on the ownership or holding of property, but not from a tax or transactions 
that affect its property. Interestingly, Justices Mason, Brennan and Deane came down with that decision in 1978. 
In Deputy Commission of Taxation v State Bank of New South Wales (1992) 174 CLR 219, the whole court in 
joint judgement held that section 114 would be infringed if the commonwealth placed a tax on the use of state 
property or on the use of property for state’s purposes, and again Justices Mason, Brennan and Deane et al. made 
that decision. 

The High Court has also determined that the imposition of customs duty does not infringe section 114 of the 
Constitution and, as such, taxes are on the processes of importation and not on the property. Students of law will 
know that that refers to the famous wire netting case of 1908. Part of the goods and services tax purports to apply 
to state transactions in goods. The issue arises when it is considered if the GST applies to the use of the state 
property for state purposes. If GST applies to the use of state property for state purposes, then it may be invalid. 
This must be considered in the light of the definition of property. We have probably been around this a bit, but 
property has generally been defined as meaning a bundle of rights, consisting of the rights to use, enjoy, alienate 
and to exclude others, but all these rights do not need to exist before a right can be defined as proprietary. If the 
effect of the GST scheme is considered in light of the definition of property, the GST applies to the state’s 
proprietary right to the use of state property for state purposes.  

As I said, I am not a lawyer but it would be worthwhile if somebody who had an idea about this stuff—perhaps 
the Attorney General—looked at this in light of what Rachel is saying because she thinks she is onto something 
and, as I said, she will probably get this paper published in some form of law journal. I have not vetted this 
information, but it behoves us to have a quick look at it and I would like Hon Peter Katsambanis to say whether 
it has any at legs at all. I am attempting to put forward a solution that we can work on. Rachel Robson’s report 
titled, “The Effect of the Grants Power on Western Australia’s Constitutional and Sovereign Responsibilities” 
states — 

Over time, power has increasingly become more centralised at the States expense. At this point in time, 
the issue of the States reliance on the Commonwealth for funding is a circular problem.  

I think we are seeing that more and more. The report continues — 
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As the States require funding assistance, they need grants from the Commonwealth. As stated in this 
paper, as the Commonwealth provides funding with conditions attached, the Commonwealth is able to 
exert policy and control in State affairs. The high level of VFI is not being resolved, and the States 
dependency on the Commonwealth for funding is continuing, as the Commonwealth is able to 
continually expand its influence over the States. Suggestions have been detailed for a reduction in the 
high level of VFI and the Commonwealth’s influence over State policy. An adoption of the principle of 
subsidiarity would offer a solution … 

Finally, the issue around the GST should also be looked at. The report continues — 

However, as stated above, whether such a principle will ever be adopted will depend on the current 
political climate … 

As we have all said, we recognise that there is an element of that with which we must deal. In fact, if all the lay 
parties around Australia got together and required the Senate to work as it is, we would not be in the position we 
are in. We probably should look at that in future even though we are on the parliamentary side of the respective 
parties. If we are to change, then there may need to be a groundswell from lay parties. 

I thank Rachel Robson for the paper and some of the thoughts she has proposed. I also thank the parliamentary 
intern program for allowing that to happen. If we can all support that program, it would be very good. Rachel’s 
paper is available, but I will send it to the specific senator. I commend the motion.  

HON PETER KATSAMBANIS (North Metropolitan) [3.36 pm] — in reply: I rise to speak in response to the 
speakers on this motion. I place on record my thanks to everyone who has spoken because, in the main, the 
contributions have been extraordinarily constructive and highlight in many ways that the issue of the goods and 
services tax does not divide members in this Parliament. There has been strong acknowledgment from all 
speakers that the share that Western Australia receives of goods and services tax revenue is unfair and 
unreasonable and causing significant problems for continuing good government and growth in this state.  

In his contribution, Hon Ken Travers said that he accepted the basic premise that the tax is flawed. He 
commented on some of the issues around how setting a floor on a per capita distribution would be a good thing, 
and I welcome those comments. It was unfortunate that he tried to play the blame game in many ways. He tried 
to rewrite history including quoting comments of Hon Eric Ripper at the time as somehow or other foreseeing 
what has happened in relation to Western Australia’s unfair share of GST. Hon Eric Ripper’s comments at the 
time were really about ceding authority to the Commonwealth Grants Commission per se. They were really a 
pro-WA argument rather than saying that he could predict a resources boom and that the Western Australian 
economy would go one way and that some of the other states would go the other way. Hon Ken Travers was 
ascribing far more to those comments than was intended at the time. In the main, I welcome the fact that he 
accepted the basic principles of this motion, as was intended—to raise debate in the house.  

I also welcomed the contribution of Hon Jacqui Boydell, in particular her comments around the state extracting 
some form of royalty, as she put it, on oil and gas reserves analogous to the way we extract a royalty for the 
minerals that lie in our state. I note that in past contributions, Hon Jacqui Boydell has also discussed this and has 
often couched it in the terms of the state getting a share of the petroleum resource rent tax revenue that the 
commonwealth receives from oil and gas reserves that really are Western Australian oil and gas reserves, which 
is a particularly important matter to explore. I do not necessarily think we will come up with a solution today, 
but it really highlights what I was trying to get at, particularly with part (c) of this motion in which I challenged 
all of our colleagues to come up with some ideas of their own. That was a particularly good idea and I commend 
her for it.  

I must also say that in his contribution Hon Darren West was generally supportive of the notion that the current 
arrangements are unfair and inequitable and I thank him for those comments and support. Unfortunately, he tried 
to put on record what he termed some political history. I think by interjection I may have suggested that it may 
well have been partly historical and partly fictional, and Hon Liz Behjat in her contribution also made similar 
points. Hon Darren West indicated in his contribution today that the current Premier of Western Australia, 
Hon Colin Barnett, had been Treasurer in the governments led by Richard Court in the 1990s and early 2000s, 
but I think he promoted the current Premier to a status he did not hold in those governments. From my research, 
he was the minister responsible for resources development, energy, tourism and education at various times in 
those governments and for the entirety of those governments Richard Court himself was Treasurer. We will let 
that slip, but I want to touch on some of the other comments made by Hon Darren West. He discussed 
Paul Keating and his role in somehow or other scuttling the GST. He glossed over the 1985 taxation white paper 
that Paul Keating championed in June and July of that year in the context of the tax summit that he and the Prime 
Minister of the time, Bob Hawke, had called. I remind the house and the public that the centrepiece of that 
taxation white paper was a 12.5 per cent consumption tax that would have been offset by some income tax cuts. 
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It was often referred to as “option C” and it was clearly the preferred option of Hon Paul Keating. In her 
recollection of events in cabinet in the months around July, August and September 1985, Hon Susan Ryan, who 
was a Labor cabinet minister in that federal government, suggests very clearly that right to the very death knell 
Paul Keating fought tooth and nail for that 12.5 per cent consumption tax to be introduced, and it was 
Bob Hawke’s ultimate refusal to support his own Treasurer that held sway in cabinet at the time, and the 
proposal died a natural death. 

I was a bit perplexed about some of the other issues Hon Darren West raised. He discussed the goods and 
services tax that was eventually introduced by the Howard–Costello government and he glossed over the fact 
that that proposal was the centrepiece of the election fought in 1998, which the Liberal government of 
John Howard and Peter Costello won by a resounding majority. It was re-elected in 1998 primarily on a platform 
to introduce a GST. I am not sure whether anyone 15 or 16 years later can remember one other policy that the 
parties fought over in that election campaign, so to say that there was no mandate is historically inaccurate. 
Hon Darren West went on to discuss the changes that that government took to the 1998 election and I do not 
want to misquote or somehow or other misrepresent him, but it appeared to me that he was suggesting that the 
compromise reached between the Australian Democrats and the Liberal–National government at the time led to a 
more flawed GST and that possibly led to the reason that WA is missing out on its fair share of GST revenue 
today. If that is the case, and if I understood Hon Darren West’s argument correctly, I then ask him which of the 
compromises he would now like to see reversed. Is it the compromise that removed the GST on food? Is it the 
compromise that removed the GST on some medical services? Is it the compromise that removed the GST from 
some education services? I ask him to clarify whether he was suggesting that it would be a better model if those 
things exempted from today’s GST were included, because it would impose an increase in taxation for all 
Australians, including those people on lower incomes. Be that as it may, I welcome the general tenor of his 
contribution and I especially welcome the support for getting WA a fairer share of the GST. 

I welcome Hon Liz Behjat’s contribution. She put on record very clearly the strong support that Liberal members 
of the federal Parliament who hail from Western Australia have expressed over many years for the general 
proposition that WA is not getting its fair share. She also put on record that the representative of the National 
Party, Tony Crook, during his brief time in federal Parliament, continued to espouse giving WA a fair share. 
Conversely, Hon Liz Behjat highlighted the almost total silence of the Labor Party representatives in federal 
Parliament on the issue. I agree with all the speakers on this motion that the forthcoming half-Senate election in 
WA is a good opportunity to get all political parties of all persuasions on a federal level to focus on this GST 
issue. Perhaps that Senate by-election may also wake up the Labor Party’s federal representatives who hail from 
Western Australia and allow them to find their voice on the GST. I will welcome them adding their voices to 
those of all the other fine people who Hon Liz Behjat quoted at length in her contribution. Also in that 
contribution, she discussed that phrase that the Commonwealth Grants Commission uses—namely, horizontal 
fiscal equalisation. I do not have time today to forensically delve into why I think it is a flawed concept, but 
essentially it refers to the states maximising their capacity to raise revenue, and that is defined very narrowly. It 
really asks whether the state has taxed as much as it possibly can. Our argument really is that a number of states 
have failed to grow their economies and as a result, they have no income coming to them because their 
economies have not grown; they have actually shrunk in some cases, as I highlighted last week. I thank 
Hon Liz Behjat for her contribution. 

I also thank Hon Mark Lewis for his very thoughtful contribution. I also thank his intern, Rachel Robson, for her 
contribution to that, in particular the discussion around the principle of subsidiarity and the application of 
section 114 of the commonwealth Constitution to GST revenue and whether that can help WA. Again, I do not 
have a lot of time today to go into that. I must say I hasten very, very slowly on the principle of subsidiarity for 
two reasons. Firstly, it is mainly a European principle, as Hon Nick Goiran pointed out in a contribution to the 
debate on a bill in this place last night. When we look at the way subsidiarity has actually been applied in 
practice in the European Union, we see more centralisation and less decentralisation, and I automatically worry 
about any principle that has led to that in practice. The other thing I worry about is the laying of subsidiarity over 
the separation or designation of powers, if you like, that already exists in the commonwealth Constitution, 
because the interpreter of those powers is ultimately the High Court and—as Hon Mark Lewis highlighted in his 
contribution, as did the report of his intern Rachel Robson—we have seen over more than 100 years that the 
High Court’s interpretation of our Constitution has led to further centralisation. Looking at how the High Court 
has acted and how Europe has acted in practice, despite the principle of subsidiarity itself, which I do not have 
any objection to, we should hasten slowly in adopting the principle of overlaying subsidiarity here. I recall the 
debates about section 114, and in those debates in 1998 and 1999 and in the lead-up to the introduction of the 
GST, there was a strong effort to exempt certain things the states did from GST. I am pretty sure that to this very 
day anyone who buys a duplicate of a title at the land titles office—or does it online nowadays—will not attract a 
goods and services tax on those sorts of transactions; last time I looked, they did not, anyway. That is partly 
because of the application of section 114. I do not know whether we can extend that to consumption in general, 
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such as transactions between consumers that the GST is levied on, but if it is going to help Western Australia, I 
would love to have a look at it. I think that has been considered but I am not sure whether it needs to be 
reconsidered. It is probably a good thing, and, if possible, I would like to request from Hon Mark Lewis a copy 
of Ms Robson’s paper because I will definitely look at it with great interest. I again commend her for all the 
work that she undertook as an intern and I wish her every success in the future. 

In summing up, this has been an extraordinarily good debate. It allowed all of us to explore new horizons from 
the base we all started from: this state is currently being denied its fair share of GST. Unless we all speak up with 
one collective voice, we will continue to miss out to the detriment of all Western Australians. 

Question put and passed. 
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