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ESTIMATES OF REVENUE AND EXPENDITURE 

Consideration of Tabled Papers 

Resumed from an earlier stage of the sitting.  

HON PHILIP GARDINER (Agricultural) [5.05 pm]: Before the debate was interrupted for question time, I 
was saying that at this time last year—in fact, it was a bit earlier last year, because the budget cut-off date was 
about 20 April 2009—the exchange rate for the United States dollar for the Australian dollar was about US68c to 
$A1. It is very interesting to calculate the impact of a movement in the exchange rate from US68c to the 
Australian dollar to US92c to the Australian dollar on the royalties that this state is receiving. I will give 
members an idea of what that impact was. That impact was an erosion of $1.2 billion in the revenue of this state. 
That is a six per cent reduction. That meant that when the budget for the following year was framed in mid-April 
2010, when the exchange rate was US92c to the Australian dollar, we had to pick up from somewhere additional 
revenue of about $1.2 billion. A major part of the budget was the stimulus package that we as a country joined in 
with the rest of the world, and the contribution that came to this state in the form of commonwealth grants and 
the associated stimulus capital spending, and also the additional goods and services tax that was generated by the 
surprising growth that we had during that period, rather than the declining growth that was experienced by many 
other countries. That just shows us how difficult it is to frame a budget.  

It needs to be mentioned also that the impact of exchange rates on our state’s budget can be managed. When a 
budget is framed as tightly as the budget was framed last year, with a very slim surplus, we are very exposed to a 
change in exchange rates, or a change in the amount of iron ore exported. Iron ore comprises about 82 per cent of 
this state’s total royalties income. It will now be a bit more. The point is that as a state, we have to grow up and 
manage our finances and our budgets in the same way that private companies have to manage their finances and 
their budgets. Private companies also have to cover for fluctuations in their foreign currency revenues. This state 
would have had to cover the exchange rate exposure of around $3 billion in royalties. In the deregulated, deep 
financial markets that we have, it is possible to do that. When we are exposed to fluctuations in foreign currency, 
as we were last year, a wise decision is to cover for any risks that we have identified.  

I believe that the revenue projections in this budget are well founded. The exchange rate was set at about US92c 
to the Australian dollar. We are not exposed this year in the same way that we were exposed last year. As I have 
said, about 82 per cent of the state’s royalties come from iron ore exports. We are exposed to that. We have no 
control over that. Also, we have reduced expense growth, and we have revenue coming in from the dividends 
that arise from reflective pricing, which will result from surpluses in the state’s power and water companies. 

I turn now to expenses growth. This budget has demonstrated a control over expenses growth that did not exist in 
previous years. The growth of expenses in 2009–10 was 12.3 per cent. In the previous year, it was a similar 
amount. Now, the growth in expenses is only 3.9 per cent. That is a huge reduction. As I have said, rarely can a 
government control its revenues. But it can control its expenses. Expenses are now at a level at which the 
government can keep them tight and it is not exposed to sudden increases that could erode the balances in the 
budget.  

I turn to the total liabilities. Total liabilities for the general government sector will increase from $1.8 billion in 
June 2009 to $8.2 billion by 2014. That is a significant growth. In the total public sector, the growth is even 
bigger. It will go from $6.7 billion in June 2009 to $20.1 billion by 2014—or roughly $14 billion more. That is a 
very big growth in total liabilities. Government is just like any other household or business that has to borrow to 
run its operations. My concern is that when we borrow like this, we have to ensure that we invest the proceeds 
into activities that will enable us to pay back the money. We had high borrowings in this state in the late 1990s 
and early 2000s, but we were able to get out of that by selling assets to repay those borrowings. We now have 
very few assets of that kind left to sell. Now, when we come to repay these borrowings, we must be very mindful 
that what we borrow is invested to ensure that we get the revenue back to amortise those borrowings. 
Nonetheless, even with these net financial liabilities to revenue that we now have, which is a very important ratio 
to look at, in 2010–11 the borrowings will be about 65.1 per cent of our revenue. That is partly because our 
revenues are rising due to the purchase of the gold-refining business from Johnson Matthey, which has reduced 
that ratio. We must be below 90 per cent of our revenue. When borrowings to total liabilities are less than 90 per 
cent of our revenue, the ratings agencies consider we are okay; but let us not get above 90 per cent. In my view, 
we need to be very wary about gearing over 80 per cent of our revenue to ensure that we are not getting too close 
to that financial danger level defined by the ratings agencies.  

I will come back to other key macro aspects of the budget. Interest cover is one of the other very important ratios 
that is examined by ratings agencies. Our non-financial public sector net interest cost as a percentage of revenue 
must not exceed the upper limit of 4.5 per cent. This is the normal interest rate cover that businesses always look 
at. It is interest as a percentage of revenue. The ratio for 2010–11, however, is 2.4 per cent. The budgeted ratio 
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next year is three per cent, and it maintains itself at that level after 2013–14. In terms of interest rate cover, 
again, this state is in very good shape. Our real net worth, although difficult to measure, is steadily rising. On 
these major macro measures this year, the state is in very good order.  

I will move on to one of the items of revenue to which I referred earlier—the GST component. The budget 
papers talk a little about this. Western Australia is getting less back than it contributes to the commonwealth. In 
fact, we are a net donor to other states. We are not the only net donor: New South Wales and Victoria are also 
net donors. New South Wales is the largest net donor, giving back $2.8 billion to other states, whereas we give 
back about $300 million. Although when we go beyond the GST to the total tax revenue generated here, which 
goes into the commonwealth pool, we are by far and away the biggest donor—bigger than New South Wales. 
Western Australia and New South Wales are the only two states that are net donors back to other states. The 
interesting thing about this is that this part of the financial system is determined by the Commonwealth Grants 
Commission, which has some formulas and algorithms that it uses to work it out. However, the commission also 
exercises its judgement on what this state is getting from other sources and what it thinks we should be left with 
after giving some back to the rest of the country. What is a bit annoying when I look at the figures is to find that 
Queensland is a net receiver. We are contributing to Queensland’s state economy. Queensland received 
$362 million last year. This brings me to conclude that perhaps our model needs to be changed. I will come back 
to that a little later on.  

One of the big changes that has taken place as a result of the global financial crisis—prior to that crisis private 
investment was high—is that we had to replace private investment with public investment, which we did with 
the various stimulus schemes that were put in place not only around the world but also in Australia. I believe 
they have been very successful, apart from the odd ventures. We have to be careful that we ensure that the 
confidence is there to get business investment rising. I know this comes back to the tax on mining super profits 
that has been talked about, but it is more than that; it is a broad-based confidence level that needs to prevail in 
our business community.  

Employment growth is strong, and, seasonally adjusted, 1 191 000 people are employed as of April 2010, just a 
few months ago. The interesting thing is that, added to the 1.7 per cent of employment growth that has taken 
place over the past 12 months, we are expecting 21 000 new jobs next year. It does not sound like a lot of new 
jobs, does it? However, that is roughly how many people we employ in permanent positions each year. I will not 
go into the necessity for training to ensure that we have the people and the skills available for these jobs, but I 
think that the training can take place very easily. The difficulty is getting the companies that have the jobs to take 
these trainees into their organisations. Small businesses in particular have difficulty taking young trainees 
without experience into their organisations. The reason is that they have to put so much time into nurturing those 
trainees to bring their skills up to the level that they believe is necessary. Farmers are a classic case, because 
farming is a very unstructured business. When there is a structured business or a business with structured tasks, 
taking young trainees in is much easier to control. As the minister knows, training is an essential part of keeping 
this economy moving forward in the way that we can see with the opportunities available to us.  

Let me talk about one of the most interesting parts in the budget. In the health budget there is reference to 
activity-based budgeting. I find this a very good forward move for our state’s financial status. That is because the 
past budgeting can be on either of two bases. The first is the standard-cost basis; for example, there are so many 
dollars for each patient, and if patient numbers will increase next year by X number, many costs are multiplied 
appropriately. That is a very old-fashioned way of budgeting and leads to wrong conclusions. Activity-based 
funding and zero-based budgeting is one and the same thing. That method makes us start at the beginning of 
each year. We identify what we want to get out of the year’s activity and then we analyse what resources we 
need to get that outcome. It sounds very simple, and it is simple, but we have not done it in the past in the way 
that is needed. I know this came up at a hearing of the Standing Committee on Estimates and Financial 
Operations when we raised it with the Department of Health. We heard from Dr Peter Flett, who was then 
director general, that he was trying to institute it into the health department and was finding great difficulty. I 
suspect that he was the first to try. Now it is a significant factor that is identified in the budget papers, and 
$7 million or $8 million has been allocated to make sure that this can be done in the health department. Only this 
week witnesses appeared from the Department of Commerce. They too are using activity-based budgeting, 
section by section, in their department. I find that a very positive, forward move. It leads to accurate costing and 
to the examination each year of the resources needed and, often, significant reductions in costs for the same or 
improved outcomes.  

I refer now to the GST issue about which I said we were net donors to other parts of the country. I thought 
legislation had been enacted for raising our own finance as a state. Just before coming into the house, I found 
that legislation had been passed during the 1939–45 period. I knew the commonwealth had taken control of 
income tax at that stage, but I had not realised that it had been enacted. In my view, it is much better to live in an 
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environment in which we are the net donor rather than fighting about our share seemingly being removed or 
taken by a bigger commonwealth. Maybe, along with the other states, it is time to see whether the raising of 
income tax can go back to being delegated to the states rather than control of it being centralised to the 
commonwealth. Administratively, there would not be much difference because with electronic data processing 
these days, the whole thing can be moved very easily to the states. We would then have much greater ownership 
of the funds we are generating.  

I do not believe we should keep everything for ourselves. I do not think we can afford to be selfish like that, but 
it is much healthier for six states to contribute to a central pool the funds needed to operate a federation—which 
we have and which I want to keep—rather than the other way around. It is not an unusual model. The European 
Economic Community uses this model. It has 20 or so different states and each state runs its own financial 
system, but they contribute to the European Union governing body. That is its model, and it is something we 
should give some consideration to.   

In the budget context I will now move to an area in which I have a very keen interest—that is, early childhood 
development and childhood education. From my reading of the budget papers, in 2010–11, this budgeted year, 
child protection has had a substantial increase. It has increased from $373 million in 2009–10 to about 
$418 million in 2010–11, along with the appropriations for communities, a difference of about 18 per cent—
$421 million plays $494 million—in the forthcoming year. That is a very big increase. It shows that the 
government has a keen awareness of what we have to do to enable our children to be citizens of a strong 
community and not be disruptive. We have to keep this emphasis on early childhood education alive and 
strengthen it year by year. Although this is going in the right direction, we have to do much more.  

I will go through some of the things that have been done in this budget. Apart from other parental funding, which 
I will come to shortly, we are extending kindergarten hours from 11 to 15 hours a week under the COAG 
universal access initiative for 2010. That is in the Department of Education’s budget. I mentioned the child 
protection and communities gross budget. Other initiatives are being funded, such as, on entry to kindergarten, 
support for diagnostic testing of literacy and numeracy and specific resources to support Indigenous children. 
There is also funding to upgrade rural residential colleges. There are a number of areas in which we are making 
progress. Funding for some initiatives that I think are really interesting will come out of royalties for regions 
funding. The Kimberley–Pilbara youth justice services will be expanded. That sounds as though it is about law 
and order. The amount of $43.9 million over four years has been allocated for this program. It is designed to 
divert or prevent young people from entering detention centres. Its aim is to help, mentor and nurture children 
before they get into detention centres. It is about intervening in the lives of young people and their families to 
help them get back on track when they get a criminal record. That is a very tough task. Once a young person is in 
a detention centre, it is very hard for him to get back on course. I have employed on my own property a number 
of people who have been in jail for one reason or another. They are not born criminals; it is a matter of how we 
try to deal with them. I do not want members to think I have been successful in dealing with them, but we have 
to have a go and, over time, it can work.  

There is $1.64 million for the first year of a three-year program for eight Clontarf colleges, including colleges in 
Northam and Katanning, Carnarvon, Newman, Derby, Roebourne and Fitzroy Crossing. The Clontarf colleges 
are essentially academies for Australian Rules football. Research suggests that an estimated 60 per cent of young 
Aboriginal people are not retained at school through to year 12. Only around 50 per cent of young Aboriginal 
people participate in training or meaningful employment. Members can see the difficulty for the minister trying 
to do his best with training programs. The challenge is to provide training programs different from those run in 
the past. Allocating the money is the easy part; getting the outcomes is the tough part and that is what we must 
continuously work on. The aim is to engage Aboriginal male students to maximise their attendance and promote 
positive participation and achievement in school training and prospective employment. They are all good aims. 
The success is all about how we do it.  

To me the most interesting of the royalties for regions programs is the responsible parenting support services in 
regional WA. 

Point of Order 

Hon KATE DOUST: I note that the member is reading extensively from a document and I ask that he provide 
the title of that document for the rest of us in the chamber.  

Hon PHILIP GARDINER: It is “Royalties for Regions Projects Funded in the 2010–11 Budget”.  

Hon KATE DOUST: I ask that perhaps the member table that document when he has finished his speech.  

Hon PHILIP GARDINER: I do not have any difficulty tabling it.  
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The DEPUTY PRESIDENT (Hon Helen Morton): At the end of the speech the member can table the 
document.  

Debate Resumed 

Hon PHILIP GARDINER: The responsible parenting support service was established in 2004 to address 
concern about children involved in truanting, antisocial and criminal behaviour. The Parental Support and 
Responsibility Act 2008 was proclaimed recently, enabling a system of responsible parenting agreements and 
orders to direct parents to take up the support provided by the service. In this budget $27.9 million has been 
allocated to be rolled out into the Murchison and Great Southern regions in 2010–11 and to other areas of the 
state in the following two years. That program will enable the authorities to work with parents who have young 
children and to nurture them in the early stage, through to the early school years. I think that those are very 
positive measures that will help to achieve what we need to for early childhood development. Early childhood 
development is highly related to socioeconomic circumstances. A Canadian researcher, Clyde Hertzman, has 
done a lot of work on this, and he has identified that Australia and Canada have many similar circumstances, 
being that they are both highly urbanised, have a high proportion of immigrants in their societies, and have 
significant Aboriginal minorities whose children comprise a disproportionate share of those who are vulnerable. 
Canada has long been doing work in the early childhood area. But then, of course, Australia has its own research. 
The Australian Early Development Index—AEDI—was drawn up after a survey was conducted in 2009 on 
97.5 per cent of five-year-olds across Australia for the first time. It is interesting to see some of the 
characteristics. Of the five-year-olds involved in the survey, 92.7 per cent had been under non-parental care up to 
the age of five. About five per cent had chronic physical, intellectual and medical needs. This is the key figure: 
23.4 per cent were developmentally vulnerable as assessed in this survey. That nearly a quarter of our five-year-
olds are vulnerable means we are in, I think, almost a state of emergency, because we know where these people 
will end up. They are not secure, they are not stable, they are aggressive, they do not mix with the rest of the 
community, and they do not want to go out and help their immediate communities or families. They are the 
ones who end up causing or suffering from a lot of the dysfunction that we have and are responsible for a lot of 
the emerging criminal activity. 

Many, many dollars have been put into trying to deal with criminality, but we have to try to channel those dollars 
into early childhood development, which is already happening through the Minister for Child Protection and the 
Minister for Education. Unless we really change the structure of how we do this, we are fighting a losing battle. I 
believe we should consider a structure whereby the money does not necessarily come from a central pot 
administered by the state or commonwealth, but the ownership of a problem has to be delegated to local 
government authorities and to the communities at the ground level. If we delegate authority down to that level, 
those communities will recognise their problems and they will need to meet to discuss the solutions for dealing 
with their problems. No two problems are the same, so it will be no good having one program to fix a problem; 
we must have a set of integrated programs. If one of those programs is left out of the set of integrated programs, 
the whole thing will often fall over. That is why I think that the revolution needs to start with the delegation of 
early childhood development back to local government authorities—funded by the state and commonwealth—
and the management needs to be at the community level. The state will have a role because these areas will need 
to be audited and guidelines will need to be set about how those plans will work, and some of their principles, 
but the essential work will be done at the ground level. 

The final part of my contribution to the budget debate is on the issue of grain freight and the railroad issue that 
the Minister for Transport referred to last week. This is a very complex area because it deals with the 
combination of capital costs, recurrent costing and freight rates, how much the pricing and costs are reflective, 
how much should be paid by the users, and how this state calculates the social costs of subsidising one mode of 
transport to try to bring the two modes into equivalence. A number of reports have been written on this and each 
has different assumptions. If the calculations are done on marginal costings, one result is obtained, but that result 
misses out all the costs associated with capital development and amortisation; calculations can also be done on a 
full-cost basis. A number of submissions which have been made to the Productivity Commission, as well as the 
Henry tax review, point out that we have to take into account the social costs of our transport modes. I have a 
copy of the Henry report, which lists the social costs of congestion for Australian metropolitan areas—I guess 
this is about how easy it is to travel along roads to get from A to B. This graph, prepared by the Bureau of 
Infrastructure, Transport and Regional Economics, shows that the social cost for congestion in Perth in 2010 is 
around $1 billion. By 2020, it will increase to $3 billion. That graph must assume the growth in the use of trucks 
and cars and everything else. 

Unless we start removing indiscriminate taxes and move to efficient prices for transport, Australia will fail to 
leverage the value of its existing transport infrastructure. They are very interesting words that were used by Ken 
Henry, because the rail infrastructure in the Wheatbelt has decayed considerably over the past 15 to 20 years. 
Why has it decayed? Why has money not been invested into it? It is for obvious reasons: our road system keeps 
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getting money invested into it, and we, as taxpayers, subsidise that investment because roads are all subsidised. 
They are subsidised by the people paying taxes to the state and also to the commonwealth, because we get 
special-purpose grants and so on. The question then is: how reflective should capital costs be in freight prices? 
The Strategic Grain Network Committee report was concluded and handed to the minister in December 2009. It 
states that if we go for 15 years and do nothing to the rail system, and then suddenly the line is drawn after 
money has kept being put into the road system and people say, “Look, this rail is no good because it needs to 
have $100 million invested”, the fact is that by not investing that money in rail when it was required—even 
though it was operational and needed maintenance, but as a state we chose not to do it—that money will have 
gone elsewhere in the state. Rail has helped finance other areas of the state. To get a true figure for what we 
should be investing today, we have to discount back the cost of today by what we might have earned on that 
money invested in other parts of the state. If we use a discount rate of seven per cent, the $93.6 million that is 
now required to be invested in a certain sector of our rail infrastructure comes back to about $33 million. On this 
basis it is much cheaper than road. We can therefore see that the way in which this is analysed can lead to quite 
different conclusions. The recommendation in the Strategic Grain Network Committee report is to divide the 
railway network into tier 1, tier 2 and tier 3. Tier 1 and tier 2 are said to be rail lines with sufficient volume and 
sufficient traffic to make them viable. Tier 3 has insufficient volume to be viable; what is more, it requires 
$93 million to fix. The $93 million comes into the tier 3 line only because we have drawn the line at 2009. If we 
had drawn the line back 15 years ago, it would have been a much easier decision for investment in rail to be 
made. 

The first thing, therefore, is to work out how to calculate the capital cost required to equate rail with motor 
transport. The other thing is to include the social cost to which I referred earlier. If we include the social cost and 
the externalities of social costs—which are two different things—that adds a much bigger cost onto road yet 
again. I am talking especially about dealing with road trains: trucks that carry two trailers weighing 50 tonnes 
and travelling 90 to 100 kilometres an hour along roads, many of which are not currently wide enough. However, 
even if the roads are wide enough—I do not know whether members drive on country roads when there are a lot 
of trucks on them—I know that coming south from Moora people will change their route to get to Perth to avoid 
those road trains during the time of wheat harvest. It is not just women who change because they are much more 
careful; it is also men who change their route. The social cost, therefore, is one of those things that is hard to 
measure. Henry has had a go at measuring it. It is much harder to measure, but it does have to be taken into 
account. If all the grain trucks went through Perth to Kwinana, do members know how many thousands of trucks 
would go through? It would be 155 000; and that would be mostly over a two-month period. However, on small 
roads, such as the road from Shackleton to Kellerberrin, which is 46 kilometres, there would be 1 000 more 
trucks. I think over all lines in tiers 1 to 3 there will be another 20 000 trucks. So when we start putting that into 
a social context, it not only adds to the fear of drivers and all those kinds of things that we can talk about for a 
long time, but also affects those who may want to travel to the country as tourists, visitors or what have you, 
because the impact upon the city of that congestion would be similar to congestion that occurs in the country. It 
is not as though the social cost would be only in the city because of congestion; there would be a social cost in 
the country of a different kind. When we do the calculation of road versus rail, we must take those things into 
account. 

We have therefore dealt with the capital costs; let us deal with the freight rates themselves. On these railway 
lines about which I am talking, the only customer is Cooperative Bulk Handling. That is because it is the major 
entity responsible for storing and carting grain. It is the organisation that we choose to take our grain to, which is 
then taken to the port ready for shipping. CBH is the sole user of these lines. If we consider how CBH operates, 
like any other commercial entity, it will choose the cheapest mode of transport. CBH will not try to subsidise—
as it did in the past—one rail network over another network because of its relative efficiencies. That time has 
gone. That was called “network freight management”. However, because of the deregulation of the wheat 
market—this is one of the good parts of deregulation—site-specific freight now has to be taken into account. 
There is no way that CBH can raise the freight cost on one site and lower it artificially on another. That is why 
we are addressing this issue on an economic–rationalist basis. 

If we calculate what the real road costs ought to be, the question is: how much higher would they be? Based on 
the work of the freight rail economic symposium by Curtin University of Technology in March 2008—these 
factors take into account the full road cost—it is about $15.66 a tonne. That excludes the local government road 
system, which again would add on a significant amount to that—I do not have that figure with me. If we take in 
the full cost of rail, the symposium said that it is only $6.42 a tonne. So the difference that needs to be added 
back to the road cost to equate it with the rail cost is between $9 and $12 a tonne. That is just that symposium’s 
analysis. I have heard of numbers going from $30 to $50 a tonne, which has to be the difference to add on to 
freight going on road where there is a rail option. 
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The minister has a complex problem here. Does he make all the freight in the state cost reflective, or keep on 
with it the way it is, with one mode of transport being unused and put aside because it has deteriorated to a point 
until it is not worthwhile doing anything to; or does he subsidise rail? Subsidies are not particularly attractive to 
any of us. But what do we do in Perth? Every one of us who uses public transport pays about 20 per cent of its 
real cost. That is quite independent of the cost of roads, for which we should probably be paying more. I say that 
to reflect our own behaviour. If we fully reflected the cost of people using the passenger freight network in Perth, 
there would be an enormous amount of increased congestion on the roads, to the point that it would become so 
bad that we might go back to it. But I doubt that we would ever get the public transport utilisation that exists 
under these subsidised numbers. That is another dilemma we have. 

The road system is mostly damaged by heavy freight trucks. Those heavy freight trucks can only go on roads 
that keep them going along because of the foundations of the roads. The building cost of the foundations of a 
road for a heavy road train is much higher than the cost of the foundations for a car. A car on those roads creates 
negligible, if any, factors that contribute to the maintenance of those roads. Road trains are the vehicles that 
cause damage to road edges and ultimately to the foundations as they decay over time. It is that heavy freight, 
which is the area that is prone to having a much higher cost. There are costs that already apply to heavy freight, 
but they cover the marginal costs of maintenance of the roads, not the capital costs. Therefore, when the minister 
looks at what to do with the rail network on these tier 3 lines—and, in fact, on the tier 1 and tier 2 lines because 
they also need maintenance, which has been deferred for years—he will have to work through and decide 
whether the state subsidises rail or charges the road trains going into these regional areas at full cost. The 
subsidisation of rail occurs under the current temporary assistance program, whereby CBH is subsidising the rail 
system so that grain stays on rail. Let me just look at what would happen if it was full cost. What do members 
think would happen to regional Western Australia? What do members think would happen to regional Australia? 
The Henry report poses the question: should we have full-cost charges? Recommendation 64 in the Henry report 
states — 

On routes where road freight is in direct competition with rail that is required to recover its capital 
costs, heavy vehicles should face an additional charge on a comparable basis, where this improves the 
efficient allocation of freight between transport modes. 

I accept that is talking about only areas where road and rail compete, but that is one of the options that the 
minister needs to consider, because if we have grain, a bulk commodity, being transported on a truck from a 
point A to point B where there is an actual rail option available to use, there is a case to say that that grain 
transport needs to be fully charged on a cost-reflective basis. That would allow the modes of transport to be 
economically rational in each method’s costings. It would also mean that a lot of other elements could come into 
play to allow them to develop each in their own individual ways.  

Hon Simon O’Brien: What would you do with the farmer who, not wanting to pay those costs, proceeds to drive 
100 or 150 kilometres further to get out of that zone to where he would not be required to take it to a railhead? 

Hon PHILIP GARDINER: We may have parts where there is a rail option, but if the farmer is carting wheat 
from A, where there is a rail option, to B, where there is not a direct rail option, I think we would have to allow 
that to occur. I think that, with GPSs and the other electronic systems, tracking where there is a clear rail option 
to get him from the same two points can be easily managed and controlled. Going back to the issue of the 
complexity, we would have to look at the implications if the farmer goes past the rail point and takes the grain to 
another point; maybe it should be taken from the midpoint where he leaves the rail option to where there is a 
non-rail destination, and he is partially charged.  

Hon Simon O’Brien: The comments you make are interesting—it’s your speech. As you know, the situation is 
still evolving of course and the ball is in play, but I appreciate your comment. 

Hon PHILIP GARDINER: That is the other point about this grain freight rail network report; it is a work in 
progress. As I understand it, very few decisions have been made as a result of that report. However, a couple 
have been made by CBH. CBH has declared that it is committed to using rail because 80 or 90 per cent of its 
grain-gathering network is on the rail network. 

Hon Jim Chown: But that is not right, Philip, because Esperance and Geraldton have over 50 per cent of their 
grain delivered by road, including Albany. That report is probably talking about the southern part of the Kwinana 
zone, which has a minimum amount of the grain that goes to port in Western Australia. 

Hon PHILIP GARDINER: Try changing the pricing, honourable member; try putting the full price on the 
trucks delivering to Albany. I do not know about Esperance because I do not know it well enough, and Geraldton 
will be quite different. The government is supporting a subsidised system that benefits one mode of transport. 
The government is not taking in the full costs. I suggest that the government has to take in the full costs; 
otherwise, it is in no-man’s-land on this matter. Therefore, we have vested interests pursuing a certain area. 
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Hon Jim Chown: So how are you going to choose which — 

Hon PHILIP GARDINER: Let me finish my contribution, and we can talk about this afterwards.  

The minister is grappling with a number of the issues associated with this very important matter. Henry is right 
on the same issue that we are talking about in this place now. I think he is on the money. A finding in the report 
states — 

Heavy vehicle charges may currently cover the aggregate costs of road-wear, but these charging 
arrangements do not generate prices or revenues that are closely aligned with social costs. 

When Henry talks about the “aggregate costs of road-wear”, that is the marginal cost of a truck going on a road; 
it has nothing to do with the capital costs. The finding continues — 

Australia’s heavy vehicle task is diverse; as a result there are significant cross-subsidies between 
different trucks on different routes. This provides little incentive to choose combinations of route, 
vehicle configuration and loaded mass that take into account the impact on roads. Moreover, road 
owners, including local governments, do not receive compensation directly from heavy vehicles for the 
road-wear they cause. 

They are just some extracts from the Henry report, which as members can see, has already touched almost 
revolutionarily on other areas. Therefore, in my view, we need to equate the capital investment that is going into 
both rail and road. I have gone through how I believe we should be doing that because rail, I believe, has 
financed the state in other areas for a long, long time. Where we draw the line, as it has been drawn in that 
report, is influencing the way that we look at it. I think that is incorrect. The second issue that we have to grapple 
with is the extent to which we fully cost road haulage freight so that it is cost-reflective. However, I also say that 
we could not have a total cost–reflective transport system that goes into regional Western Australia, or regional 
Australia for that matter, because everyone can see what the damage would be; the economy would simply 
collapse. However, where there is a rail option for a bulk commodity like grain going between destinations, there 
is a genuine case for finding a solution that will take into account both the social costs and the externalities 
involved in this matter. With that, Madam Deputy President, I thank you very much. 

Tabling of Papers 

Hon KATE DOUST: Thank you, Madam Deputy President, this is just a reminder that the member had agreed 
to table the document that he had named.  

The DEPUTY PRESIDENT: The member sought that the document be tabled, so the document is tabled.  

[See paper 2170.] 

Debate adjourned, on motion by Hon Ken Baston. 
 


