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ESTIMATES OF REVENUE AND EXPENDITURE 

Consideration of Tabled Papers 

Resumed from 30 June on the following motion moved by Hon Simon O’Brien (Minister for Finance) — 

That pursuant to standing order 49(1)(c), the Legislative Council takes note of tabled papers 3310A–F 
(budget papers 2011–12) laid upon the table of the house on Thursday, 19 May 2011. 

HON PHILIP GARDINER (Agricultural) [3.20 pm]: I thought we had already voted on these bills, but maybe 
there is something on the table still. 

The PRESIDENT: Yes, we have voted on the legislation—the appropriation bills—but this is the motion that 
the house takes note of the tabled budget papers, so the question is that the motion be agreed to.  

Hon PHILIP GARDINER: In the sense of taking note of the budget papers, I will speak on three issues: the 
issue of debt as it affects the state, and the issue of debt on a bigger perspective so that we can put it into some 
context; the issue of revenue for the state and some of the major factors and implications of it, especially as it 
relates to the debt; and the social infrastructure in the context of the dysfunction that is endemic to all societies, 
and the mental health disorder issues that are now endemic to our society.  

Debt is something of which we all have experience. We have an asset—let us think of it in terms of our house—
and we go to a financier, be it a bank or an agent, who arranges a lender, and the lender gives us a loan to buy 
that house. For those of us who are old enough to have borrowed some years ago, there were quite strict rules 
about how much could be borrowed against a home asset. Banks love the home asset because it is bricks and 
mortar, it is not going to move, and if it is lived in, it will probably not deteriorate very much. Therefore, the 
lender would make a valuation, which was a subjective judgement, and lend, say, 65 or 70 per cent against that 
house; that was the case until maybe the late 1980s or 1990s—certainly during the 2000s, it seemed to be going 
up to 95 per cent, and even more, of the value of the asset. 

The second thing lenders look to is capacity to service that debt, which depends upon how high the interest rate 
is and our regular compensation—if there is such a thing these days—so that we can service the payment of 
interest and also the repayment of the principal. The third thing that comes into play is tax, because we all know 
we can service the debt on our homes only from our after-tax compensation. But, on the other hand, if the loan is 
to purchase a home to live in as opposed to an investment building, it is exempt of tax when we sell the house 
under the current rules. That exemption is quite interesting, because until, really, the royalties for regions 
program, which is putting money back into the regions where it has not been put for decades, a real bias in that 
particular tax treatment of homes worked against regional Australians, and that was because appreciation in 
country towns was notoriously low when compared with the case in the city. In fact, many banks—in the old 
days at least—were not even interested in very high lending against country house assets. That meant that any 
surplus cash made in the country and put away for new investment was actually transferred into coastal areas 
and, almost exclusively, into the cities, because they were the areas with which the banks were most familiar and 
where they could make their judgements about how much to lend against an asset without risking loss.  

There are hazards of debt for us as individuals, but when we think about this, we need to think about it as a state 
and a country—other countries are grappling with this huge issue—and we need to think about the potential 
incapacity to service the interest, the incapacity to repay from after-tax cash, and, equally importantly, the 
incapacity to roll over the loan on maturity so that we can re-borrow to continue that loan against the asset of the 
house. That rollover capacity comes back to the state of the financial position. With a house it is a little bit easier 
to roll over the loan, because, as I said before, banks recognise bricks and mortar very well; however, when we 
look at businesses and/or sovereign states—be it a state or a country—it becomes much more complex. The state 
of the financial position comes back to the assets that underpin the loan. I will return to this point shortly.  

But there is a fourth factor in all of this, which is this word “confidence”. There must be confidence in our 
capitalist system, because that is what we must have. We know that confidence can be very volatile and have 
consequences on human life in economies where the capitalist system works well, but when a lack of confidence 
spills over in places where the capitalist system is not as well developed, it creates enormous economic 
deprivation and asset loss.  

We think that when the banking businesses look at us, they look at our loans. The one thing we are certain about 
in business is our costs; we know what our costs are. The revenue side of a business is much more unpredictable, 
much more uncertain and much more risky for a lender who will be repaid from that revenue. The same can be 
said for the situation of a country.  

I return to the banking analogy. In the days when Citibank was the biggest bank in the world and a bit of a 
doyenne of banking, a Citibank banker wrote me a note that read: “Your analysis is okay, but you’ve focused on 
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the wrong thing. What makes a loan work or not is the quality of the assets.” The quality of the assets entails 
both a quantitative assessment and very much a qualitative assessment. It is all about how those assets are used 
to generate the revenue required to pay the interest on the loans or pay the loans back, in the same way that the 
costs of a business must drive the revenue that will cover the costs, whatever they might be. When we talk about 
sovereign debt, it is the same thing as our own debt: it is the quality of the assets that we have. 

Let us start looking, then, at government debt. It is intriguing to go back into history; while I have not done this 
extensively, I know that the government debt of the United States of America in 1946 was 102 per cent of its 
gross domestic product. Just after the war it had a percentage of debt to GDP almost double what it currently has. 
In those days, its GDP was only $US251 billion. Now, on a GDP of $US7.8 trillion—the zeros become almost 
intangible and hard to put our hand on—the proportion of debt to GDP or revenue base is only 55 per cent. So 
how was it that, from 1946, the US was able to repay that debt and get it down to a lower proportion of its 
revenue base? If we look back at the period after the Second World War, the United States had a manufacturing 
sector that was going full-bore ahead. It had just serviced the whole war effort; factories were producing. The 
world was also damaged by the war and, as with climatic damage such as in Queensland after the cyclones, there 
was a lot of rebuilding to do. With that rebuilding, a lot of investment was required to bring things back into an 
order in which people could live. The United States’ debt as a proportion of its GDP is not as serious, in one 
sense, as it was post-1946, but there was no financial crisis in 1946; there was an economic drive to employ 
people, utilise assets and generate a higher gross domestic product. 

Japan’s debt is 120 to 130 per cent of GDP. Japan’s debt as a proportion of GDP has been around this level for 
some years; it has not generated or stimulated a financial crisis, even though it was the second biggest economy 
in the world during much of that time. I think it has only recently fallen to third place behind China. But the 
other interesting thing about the United States is that, between 2000 and 2007, its net worth ranged between 4.5 
and six times GDP. I know that that figure does not mean much to any of us unless we put it into some context. 
Just before the global financial crisis, it got as high as 6.6 times GDP, with all the building of houses that took 
place as a result of the flawed lending policies which the government and the Federal Reserve had allowed and 
which the banks applied. Net worth is really a reflection of the asset base as well as the loans. It is the net 
difference; it is what would be left if all the loans were to be repaid. But then, of course, with the global financial 
crisis, the economy fell seriously and came down to about 5.2 times GDP. What that shows is that the finances of 
a sovereign state like the United States of America are actually very similar to our personal financing of our 
homes and buildings. 

Western Australia is aiming for net financial liabilities, including unfunded superannuation liabilities, to be less 
than 90 per cent of our GDP. The figure of 90 per cent is the figure that the ratings agencies apply to review our 
rating if the figure of 90 per cent were to be exceeded. The other part they look at in our debt is to ensure that the 
amount of interest we are paying, which will be related to interest rates and the size of all our loans combined, is 
not higher than five per cent of GDP. The figure of five per cent actually refers to the state government’s net 
debt; it does not include the unfunded superannuation liabilities, whereas the total borrowings encompass the 
total financial liabilities, including the unfunded super liabilities. At the beginning of 2011–12, the state’s level 
of borrowing against GDP was 62 per cent, so we are well below 90 per cent for those borrowings, but it will go 
higher as we get to 2013–14, to about 71 per cent, based on the out years of the budget. 

One of the interesting questions about this, in looking at it from a risk perspective in a financial context, is: will 
the servicing of our interest and the size of our total borrowings cause this state a problem in relation to the limits 
set by the ratings agencies? Again, this comes back to our asset value. When we look at this state’s asset value, 
there is nothing superior in the whole world. We have so many natural assets that they can compensate for a lot 
of softness in other parts of our economy. But even the rest of our economy is robust because we have such low 
unemployment and we have such a huge investment program ahead of us, building assets that we believe are 
going to generate revenue for the future. As we have seen during the most recent deterioration in economic 
activity and in the investment markets, business confidence in Australia is still apparently strong relative to most 
other countries in the world. In terms of our capacity to service our interest, we are just over 3.5 per cent of our 
GDP, so we have a lot of buffer before things get serious for this state. 

The decision to build the pipeline to Kalgoorlie was made in the late 1890s, and that money was borrowed by 
Western Australia as a state, to be serviced by revenue from gold. There were serious divisions at the time; a 
number of people living in Western Australia seriously feared the possibility of gold running out in Kalgoorlie. 
We know of course that towards the end of the 1915–20 period, gold production materially fell; therefore the 
repayment of the loan was affected by that risk.  

One of the things we will look at in a minute is whether our natural resources are so strong that we think we can 
ignore the risk, or whether we have to take note of what risk that might be and what it could do to the Western 
Australian economy. We all know this country is going so well in terms of asset prices because our terms of 
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trade have never been better. We have close to full employment; although I recall when I was studying 
economics years ago, as some other members would have, one or two per cent was regarded as full employment. 
I have never really worked out why 4.5 per cent to five per cent is now regarded as full employment. We have 
cash balances building enormously with our savings in this country. In many respects that is a healthy sign 
because savings always equal investment; therefore the money saved goes into either loans to provide investment 
to businesses or equity to build businesses, or it is going into bank deposits. But the downside, if saving gets too 
big, is a bit like the Japanese experience—our consumption falls. There are only two ways we can use our 
money: saving and consumption. If our consumption falls, then our economic growth will fall. If our growth 
falls, businesses will not get the revenue to pay costs. The costs they know but the revenue they do not. The 
assets every business has are, of course, entirely dependent upon the macroeconomic variables that we are 
discussing. The third thing is that the Reserve Bank’s charter is to monitor and maintain inflation below certain 
benchmarks. A lot of that comes back to wages, but it also comes back to confidence. Confidence has been 
eroded with the happenings around the world. The wage pressures, however, may still be there. That can lead to 
stagflation; that is, a combination of inflation and maybe limited economic growth. Even with all that, our 
country, and therefore our state, is in a very stable condition economically.  

I turn to the revenue side of the budget papers. We have heard a lot about aspects of our revenue in relation to 
the goods and services tax and our eroding share of GST compared with what is due to us according to the 
country’s relative population. By population, Western Australia should receive 10.4 per cent of its GST. In 
2011–12 we are budgeted to receive 7.4 per cent. As we go into the out years the Treasurer has projected that it 
will drop to 6.3 per cent, and to 3.5 per cent in 2014–15. That means our state is making a material contribution 
to the rest of Australia. As a federation, now that income tax revenue is being drawn from us as citizens by the 
federal government—not by the state government—the Commonwealth Grants Commission allocates a lot of 
revenue it receives back to the states on the basis of a principle called horizontal fiscal equalisation. It is a 
beautiful term. The term means trying, with reasonable effort, to give each state the funds to put their finances in 
about as good order as that of each of the other states. That is a very noble principle in one sense, but as humans 
we are self-interested and concerned about our own hip-pocket. We are really not altogether generous donors in 
the main; people do not like giving a lot of money away, no matter what the condition of the other states. We are 
seeing that now even with the dreadful famine in Somalia.  

I think members will be surprised to know that Western Australia is not the biggest GST contributor; it is New 
South Wales. NSW gives $1.18 billion to other states. The recipient states are South Australia, Tasmania and the 
Northern Territory. We are the next main contributor by only a very small margin, giving $1.17 billion. Victoria 
gives $1.1 billion. Queensland, which I thought would have been close to our wealth, is almost break-even; that 
is, it is neither a contributor nor a recipient. New South Wales, Western Australia and Victoria are the major 
contributors to the recipient states of Australia.  

In terms of Western Australia’s revenue, GST is classified as a general purpose grant and comprises about 14 per 
cent of the budgeted revenue for 2011–12. It is not a dominant amount but it is very material. That totals about 
$3.617 billion. But then there is a second group of funds that we receive from the commonwealth which is even 
higher, at 24 per cent of our revenue—that is special purpose grants and commonwealth funding for 
infrastructure. This is budgeted for 2011–12 to be $6.965 billion, or 24 per cent of our total revenue. The biggest 
proportion of our funding from the commonwealth is actually not the GST return, it is the special purpose grants.  

In terms of the infrastructure—although I am not sure whether this has yet been finalised between the state and 
commonwealth—the proposal is that the Gorgon and Pluto petroleum revenue would go into an infrastructure 
fund, from which, over 10 years, Australia would receive $2 billion out of a $6 billion fund. This was another 
part of the funding from the commonwealth. We have 14 per cent from GST, 24 per cent from the special 
purpose grants—commonwealth funding for infrastructure—our own taxation is 28 per cent and royalty income 
is 19 per cent. I could go into royalties in some depth but it is a very complex matter. We certainly share our 
royalties in one form or another with the rest of the country, but I will not go into that detail here. Then there is 
other revenue of 15 per cent. But the whole Commonwealth Grants Commission horizontal fiscal equalisation 
strategy is flawed—I do not like saying it is flawed—to the extent that the high revenue we generate as a state 
will be assessed by the Commonwealth Grants Commission in a complicated set of variables that say, “You have 
more natural advantage than other states, therefore we will take some of this higher revenue from you and give it 
to Tasmania, South Australia and the Northern Territory.” On the other side, the Commonwealth Grants 
Commission says that if Western Australia is more efficient in providing services to its people, and provides 
them at a lower cost, the savings it makes will also be taken out of the Western Australian pie, if we like, and be 
reallocated to the other recipient states. We have this built-in contradiction. In businesses that have profit-share 
arrangements the profit share is based on the contributions they make and they take something from it. In the 
distribution of the commonwealth grants it is a much more complex behavioural issue. One can understand 
Treasurers in each of the contributing states being concerned about it. The question is: how can that process be 
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reformed to make it more robust and drive the behaviour of states to be more efficient? I do not have the answer 
to that. I am sure the trio of people who are looking at it, Nick Greiner from New South Wales and, I think, John 
Brumby from Victoria and a third private sector person, will be putting their heads together to see how reform 
can be made to this complex federal financial issue.  

A few days ago I heard a speech by a chap called George Williams from the University of New South Wales. He 
talked about the Constitution and constitutional law. He gave a very impressive and lucid outline of some of the 
history that has affected our federal Constitution. If I can summarise it a little bit—it is related to this horizontal 
fiscal equalisation system to some extent—he said that when our federal system was first struck, back in 1901, it 
was unique in the world because here were, I think, six bodies seeking voluntarily to come together into a federal 
system that required sharing through a central body, as well as working as states in their own interests. It was an 
example for the world. The interesting thing in those days was that most functions were decentralised to the 
states, and George Williams, a professor at the University of New South Wales, talked about how John Forrest 
and the others no doubt, worked out 40 areas over which the commonwealth should have jurisdiction, but that 
things such as health, as one of a number of other clear areas, should not be under the commonwealth; they 
should be under the jurisdiction of the states. He said that over the course of history, we have found a serious 
erosion of the responsibilities of the state and the concentration of responsibilities into the hands of the federal 
centralised body, now in Canberra. He gave some explanations about why this has occurred. He summed up by 
saying that the states conducted extremely good negotiations and worked out how government should be 
decentralised because the closer it is to communities, the better the service delivery and the better members 
know their communities. But the states allowed the centralists, if we like, to have decision-making power over 
was who is appointed to the High Court of the country. It was very interesting for me to hear this because, as I 
might have said before in this chamber, our law and our understanding of the issues are as good as our 
understanding of the nuances. It is very hard to understand the nuances attached to any issue because so many 
issues come across our tables. But when we get the nuances wrong or we leave out the nuances, we are mostly 
making bad decisions. Over the course of history, since 1901, especially in the past 50 to 60 years, whenever a 
matter between the states and the commonwealth has gone to the High Court, which way has the decision gone? 
It has gone in favour of centralising—to take things to Canberra. States have lost their powers over the 
responsibilities they had in favour of things being more centralised in Canberra. This has occurred in a number 
of different cases. I think there was recently one exception. That is what has led to this centralisation of power to 
Canberra, when, although it might be a little more expensive if there is a doubling up, it should have been 
decentralised to the states. It is the same principle as that of everything being concentrated in Perth at the 
expense of regional Western Australia. The cost of decentralisation will always be higher. Centralisation can 
give us economies of scale but the benefits of the economies of scale are mostly short term because they take 
things away from where the community is and, therefore, we often deliver services that are either not appropriate 
for or are just dysfunctional in a community and contribute to a great waste of government money.  

To move on a little bit to royalties and the revenue risk we have as a state, we know that royalties from the sale 
of iron ore are, I think, about 90 per cent of the total royalties we receive in Western Australia. The budget 
papers go into some depth about how we price royalties in the out years. As we know, our principal market for 
iron ore is China. I am sure we have all questioned in our own minds why China pays such a high price for iron 
ore. Why does China not slow its growth and thus allow supply to better meet demand? Although China is 
mostly a command state, it has not done that; its economy has continued to grow. Is the government of China 
being so clever that it is encouraging the development of iron ore mines in not just our state and our country 
generally as well as in Brazil, but also, as we are now hearing, the beginning of the development of iron ore 
mines in Mongolia and Africa? The other interesting thing is that China produces 37 per cent of its own iron ore. 
It is a big iron ore producer itself, but it is low-quality iron ore. We are opening up new mines and we have 
Chinese investment in magnetite. It may be that magnetite appeals to the Chinese because they were familiar 
with the low-quality iron ore in their own country and thought, “Yes, we know how to deal with this” and maybe 
they do, but one cannot help thinking that the profits being made by the big iron ore producers must attract new 
miners and there must be a risk of iron ore prices seriously declining during the course of the next decade. That 
may be fine because there may still be enough margin in iron ore production for everything to work, but we have 
to be careful to make sure that the key assets of this state are always preserved so that we can actually service 
our debt.  

Shall we see what our debt would need to be to trigger a ratings review? I mentioned before, as is in the budget 
papers, that the upper limit of our interest is 4.5 per cent in the non-financial public sector of our GDP. The 
state’s GDP is estimated at $27.233 billion for 2011–12, so we can pay $1.14 billion interest if we are at that 
4.5 per cent proportion of our revenue. What is the risk of that being a problem? That depends on interest rates. 
When I was first considering this matter only two months ago, there was a different world economic 
circumstance; rising interest rates were a bit of a risk. The Reserve Bank was talking about it and we were all 
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thinking, “How high can this go?” Of course, now my analysis is almost wasted words because rising interest 
rates is not the current risk, but it is a risk. The methodology is simply that if 4.5 per cent of our GDP is 
$1.14 billion of interest that we can pay, at six per cent per annum we can borrow a maximum of $19 billion—
that is it. I do not know exactly what our current interest rate is, but it is probably somewhere between 5.5 and 
6.5 per cent. Based on the higher GDP in the out years, in 2013 the maximum amount that can be borrowed is 
still $19.7 billion and in 2014, $20.3 billion. Therefore, given the infrastructure that we have to build to allow 
our resources to be productive, we must be very careful of the amount of borrowing that we incur because when 
we do the numbers there is not a big buffer before we start to hit some of our borrowing limits.  

The only other thing that I would like to mention about the financial part, which is not really in the budget 
papers, is the issue of fly in, fly out workers. As I recall, I think it was in the early 1980s that fringe benefits tax 
was introduced to discourage a number of things, including eating at restaurants being tax deductible. It also 
covered the provision of houses for employees in both remote and regional agricultural areas being an expense 
paid by the company for which it was deductible for the employee so that for him it was untaxed funds—that is, 
it was not paid from his salary after tax. Fringe benefits tax turned that around. Although there have been a 
number of changes to that, this state has a policy of trying to build communities in regional Western Australia, 
particularly the mining areas, because of all the money we have spent in the Pilbara and the Kimberley, and also 
in the regional towns of agricultural Western Australia. Although the regional towns of agricultural Western 
Australia are not affected by fly in, fly out arrangements, these communities need more people, and that is 
another set of circumstances that we are working on. When it comes to the north west of Western Australia, the 
fly in, fly out issue is a big factor. I mention this because the tax system that encourages fly in, fly out 
arrangements actually works against building sustained communities in those areas. That is something we as a 
state will have to address if we want to have a package of things working together to reinforce each other rather 
than conflicting. 

The third area, which I would like to talk briefly about, is one in which I have a very keen interest—that is, 
social infrastructure, dysfunction and mental health. The mental health part of what I am going to say does not 
come around because of my passion for dealing in mental health; it comes about because I think that the solution 
to social dysfunction is not too dissimilar from that of reducing the mental disorders that are so endemic in our 
society. The royalties for regions program is already contributing material funds to try to help this, not 
necessarily in a totally coordinated way but as needs come up. One of the best of these is the Bidi Bidi project 
located in the rangelands of the Murchison. The Bidi Bidi project is about early childhood, and I can define what 
“early” is—namely, between zero and six months to three or four years of age. This is only a small project; I 
think it is $1.4 million over three years. However, it is very important because the people who are behind this 
program, I believe, are very knowledgeable. They have their feet on the ground and they have identified what we 
must do to change things.  

Hon Linda Savage has spoken about early childhood development and I think that Hon Sue Ellery and a number 
of others are now looking to how changes in early childhood development can occur. I think Hon Helen Morton 
and Hon Robyn McSweeney are equally beginning to focus on this area. However, early childhood development 
is not the only factor if we are to have a significant impact on the quality of our future society. In my view, to 
have any impact, early childhood development needs to be reinforcing elements in a package that extends from 
zero minus six months to 18 years with an objective of giving each of us by the time we reach 18 years of age 
equal access to the same opportunities. We are meant to be born equal in flesh and blood and I have never fully 
believed that because it does not actually occur, but at least we are all of flesh and blood. What we are not equal 
in, by any stretch, is having access to the opportunities that are available when we get to the years at the end of 
our adolescent period when we have to go out on our own, albeit with some support. 

The only way this can occur is with an integrated set of strategies. We cannot have an integrated set of strategies 
organised out of Perth or Canberra. An integrated set of strategies to deal with a community’s dysfunction can be 
struck only by the community, and even then only if the community’s eyes are open to the fact that it has a 
problem. Part of the problem, which I was amazed to read, is that 47 per cent of Western Australians go through 
our lives with at least one period of mental disorder. That means that one in every two of us goes through our life 
with one occasion of mental disorder. I have had clarification that that includes psychiatric problems as well as 
psychological problems; however, I have not had the term “mental disorder” defined for me. I do not call feeling 
sad because your mother or father has died a mental disorder.  

Hon Max Trenorden: What about supporting the Dockers?  

Hon PHILIP GARDINER: Hon Max Trenorden has a real problem there, and I do not know what the cure is 
for that! The rest is easy.  
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We have to look at what is causing such an epidemic problem. The smaller the community, the easier it is to see 
whether it has a problem. That is one of the reasons I am so against any amalgamation of shires and those types 
of things. What I would like to see, while we have a structure in place, is a policy by which communities in our 
local shires, which are the only structures in place, can work out their own problems. That is a capacity-building 
issue in the first place. If a community develops a plan, overseen by the state with some principles, that works 
out an integrated set of measures that it will need to take newly born members of the community—even with the 
mothers before their children are born—through the early childhood stage, school and so on until they are 18, it 
can have a real chance of making a difference. That plan has to be an integrated set of programs. Let us take an 
example, and I am sure we have agencies already working with some elements of the early childhood 
development side, the mother who is in a house with a partner who is unemployed, who drinks alcohol heavily 
and who starts smashing furniture, walls, windows and whatever in fits of alcoholic effect? What is that going to 
do when the mother is trying to bond with the child? One thing is working against the other. That chap, who I 
would assume is trained because there are lots of training opportunities for these people to go through, has to be 
employed. It is no good saying to that chap, “Go and get a job”, because he probably has not got the self-esteem 
to get a job. It is up to us as employers to take these people onto our payroll, albeit with mentoring, which is also 
a cost; and there are not many in the private sector who will have the compassion to do that. I believe that in its 
last budget the commonwealth government introduced something that will assist employers in that circumstance. 
However, in regional Western Australia at least, employers want a lot of people for part-time work only; it is 
mostly a casual work environment out there.  

We need measures that deal with the reality at that community level. In Perth it will be different; nonetheless, the 
employer needs an incentive to do that. We had a community development employment program some time ago, 
which made a lot of good sense in most places. I used it once. I found that if we got some people who were 
reasonably long-term unemployed into a routine, for six months, almost without exception, they kept to that 
routine to do the work. They did not do the work as productively as I or one of my full-time employees might 
have been able to do it, but they did it; and we had support from the state to assist us. That is the kind of thing 
that has to happen as part of the package. There are a number of other elements to a package that I could talk 
about, but I will leave it at this stage. 

It has to be an 18-year package, beginning before the child is born so that the mother can protect the child in her 
womb, and then we begin that transition, which is then worked through, but it is not worked through by having 
people located in offices. It also requires a particular personality to deal with mothers who are dysfunctional or 
need support, and not every person can give that assistance. It needs a combination of the right personality and 
training. They have to go out to the homes and not stay in offices and think the mothers are going to come to 
them.  

A new facility is going into a number of the community resource centres that have been set up under the 
royalties for regions program—with the changes that were made to it—which I am sure will be improved with 
the national broadband network. That involves Ngala providing mentoring for mothers in the early childhood 
development area. I would love those programs to work. The only barrier that I see, which may not be a barrier 
in reality, is that those mothers have to come out of their homes and into that community resource centre to 
interact, and they must do it fairly often. Mentoring the mother is not just helping her to bond with the child; the 
child has all these reflexes in the zero to three, four or five-month age group that have to be satisfied, because if 
those reflexes are not satisfied, it has implications for the rest of the child’s life. If the Moro reflex is not totally 
satisfied by four or five months, there are diminished powers of concentration and an increased lack of 
concentration in classes, which probably causes subsequent disruption in school to that child’s learning as well 
as the learning of their fellow classmates. We have to deal with this in a very comprehensive way. That is why it 
has to be a package. From a government point of view it almost comes back to a funder–provider service 
delivery model in which the funder, of course, is Perth or Canberra, to provide programs of which there are 
many, many around, and finally the service delivery, which is administered by the local government. They do 
not provide the services, but they contract those services, which are administered by the local government.  

I have done a rough calculation of what this might mean for our state finances. The net cost of services provided 
by Indigenous Affairs, Corrective Services, Child Protection, Community Services and Mental Health is about 
$1.833 billion. We could never reduce all these straightaway, but I suspect that after 10 years of providing this 
kind of program we could probably get real cost savings from that $1.83 billion of almost one-half. The biggest 
saving is likely to be in Corrective Services. It might be after more than 10 years; it might 15 or 20 years, but we 
are looking at a long-term program that goes beyond the election cycle with an objective that we want to give 
every person an equal chance to the opportunities that are out there and that are available to each of us. The other 
part that I have missed out in listing those agencies is education. It is very important to have part of this social 
infrastructure built into future budgets as well as the risks about borrowings in the same way. 
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HON MAX TRENORDEN (Agricultural) [4.20 pm]: A year ago almost to the day I made a speech in the 
2010–11 budget debate and started that speech with the words, “Something is rotten in the state of Western 
Australia.” I want to return today to that statement, because 12 months later, due to total inaction, what was 
rotten then is still rotten now. I wish to update the house and develop some matters relating to the man and his 
family who I spoke about last year. Let me remind members that he is the man who stopped the rot at King 
Edward Memorial Hospital for Women and who subsequently, in the report of the Douglas inquiry, was totally, 
utterly and completely exonerated for his actions. The report argued — 

It was largely due to the efforts of Mr Moodie and a small group of senior KEMH personnel that 
resulted in the MHSB commissioning the Child & Glover report. 

That quote was from the report that led to the setting up of the Douglas inquiry, which was about a lot of deaths 
of babies in that hospital. I also quoted last year from the Public Accounts Committee report into the rorting of 
trust funds by doctors at Princess Margaret Hospital for Children. It said that this man’s attempts to address the 
problems with hospital trust accounts were both legitimate and necessary. However, his actions were opposed by 
some clinicians and administrators, and were not supported by the Metropolitan Health Service Board. I drew 
attention to the fact that the Public Accounts Committee, as did the Douglas inquiry, completely and utterly 
exonerated this man. I went on to say that we had now come to what may have been the trigger for more recent 
actions to destroy this man. I said — 

Health was designing a program that pooled all the information that health holds into a single database. 
… To this end, an info–health alliance still exists between the Department of Health and Fujitsu to 
manage information and communications technology for health. 

I said that this man — 

… found out that Fujitsu, the information and communications technology contractor, was preparing the 
tender for the $335 million ICT contract for the health reform project. Let me say it again: Fujitsu, the 
ICT contractor for health, was preparing a tender for the $335 million ICT contract. The Department of 
Health was not managing the program; it was Fujitsu, … 

I went on to say that this is quite incredible; it is also totally unethical and this might not have come to light but 
for this man. For all of these bold, brave and dutiful attempts to act on behalf of the Western Australian public 
and patients, this man’s life and the lives of his family members have been destroyed. There was extensive 
media coverage of my speech of last year. There is enormous public interest in this matter. My office received 
many letters and emails in support of him, of his family and of what I was trying to do. Therefore, a year ago I 
stood in this place telling of appalling deeds and disgraceful conduct towards a former senior servant of the state. 
These appalling deeds were perpetrated by our own Western Australian Department of Health, a department 
whose interests and actions we—the members of this chamber—are responsible for and answerable for to the 
public and to the state. 

In the wake of a covert investigation organised by the head of that department, and using an employee of that 
department whose aim was simply to find some dirt on him, in front of his staff he was frogmarched out of his 
office. He was accused of all sorts of things, tried twice, acquitted twice, and now today he cannot get a job. He 
has received no apology from the people of Western Australia, from this Parliament or from the public service. 
He has received no compensation, and the public service does not want to know. His life has been destroyed and 
the lives of his family members have been destroyed, and they have been destroyed quite deliberately. He has 
conducted himself with great courage. He has not personally gone to the media. All along he has believed in the 
system. I have to say that I foolishly also encouraged him to believe in the system, as I used to believe in the 
system, and all along the system has let him down. In the meanwhile, he applied for a senior job in the health 
department in New South Wales. He was the preferred applicant to the position when the panel of people who 
were looking at who they would appoint to that position was bombarded by the Western Australian health mafia, 
telling the panel that this man was corrupt and that this man was a criminal, and a whole raft of issues relating to 
this man, Mr Michael Moodie. The panel just had to reject him from the applicants for the job because of the 
information. I might add that if we went to New South Wales and looked at their system, we would probably 
find that these unknown people acted illegally. They are unknown but they could probably be tracked down; 
however, we cannot do it from the state of Western Australia. 

I look around this chamber and say to each and every member that this is a shameful episode in the history of 
Western Australia. Members would have heard my speech a year ago. They knew then that it was true and they 
know now that it is true. How can we sit on our hands and just let this go by? Michael Moodie’s family have 
been very severely punished. The Western Australian Auditor General handed down a report—which confirmed 
my suspicions—in October 2010, after my speech. The Office of the Auditor General reported that the 
Department of Health patient administration system, despite the necessary funds having been made available, 
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was never fully implemented and is unlikely to be ready for the opening of Fiona Stanley Hospital. In 2009, the 
Department of Health rolled over the existing patient administration system contract and broke the long-standing 
government competition rules. As soon as Michael Moodie was removed from the Department of Health, that 
contract just happened to be rolled over and Fujitsu continued on. How, as members of Parliament, do we live 
with that? As at August 2010, Health still has no approved timetable for the completion of the patient 
administration system, though it expects the rollout to begin in mid-2011—that is now, and I have not heard 
anything about it—and to be completed in metropolitan hospitals by 2014 and in country hospitals by 2018; so 
the report says. 

Amongst other things, the Office of the Auditor General also identified serious breaches of the Department of 
Health’s conflict of interest policies relating to ICT recruitment. What have we done about that? There have been 
four cases of ICT mismanagement in this state in recent years that have cost the people of Western Australia 
approximately $1 billion. We are not concerned about that! Who is concerned about that? We have a whole raft 
of programs that do not work. We have the Office of Shared Services, for example. Does that work? We have 
agencies in Western Australia that are currently using Shared Services but are also employing other people to 
check that the system works, so that it is duplicated. And we put up with that! How do we put up with that, 
Mr President? How, as members of Parliament, do we accept that? But we do. The bottom line here is that 
Fujitsu got its way. It tendered for the contract and got the contract. Have any of us, except for me, asked: why 
did that occur? No! No-one is interested! 

Over the past year I have been given the runaround by the Public Sector Commissioner, Mr Mal Wauchope; 
Mr Moodie has been given the runaround by Mr Wauchope; and the so-called review that Mr Wauchope 
conducted for the Public Sector Commission was unworthy of the name, as it was not a review at all. I have put a 
lot of work into this issue. I had a lot of conversations with Mr Wauchope, and I believed that there was an intent 
to follow through on them; much to my disappointment, that has just not happened. There was no interview with 
Mr Moodie, although his staff at the commission said there would be. The truth was not sought, but suitably 
convenient information was provided—convenient to let the public service off the hook.  

It was a cover-up; a straight, clear, standard cover-up. It was just one more cover-up in this whole horrendous 
saga. It was an attempt by Mr Wauchope to cover his back. Over the past year, in examining this issue, I have 
come across many people who have been covering their backs on this issue.  

Debate interrupted, pursuant to temporary orders. 

[Continued on page 5253.] 
 


