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PUBLIC ACCOUNTS COMMITTEE 
Ninth Report — “Inquiry into Funding Arrangements for Western Australian Infrastructure Projects” 

DR S.C. THOMAS (Capel) [11.08 am]: I present for tabling the ninth report of the Public Accounts Committee 
entitled “Inquiry into Funding Arrangements for Western Australian Infrastructure Projects”. 
[See paper 3890.]  

Dr S.C. THOMAS: I present to the Legislative Assembly the ninth report of the Public Accounts Committee of 
the thirty-seventh Parliament, finalising the committee’s inquiry into funding arrangements for Western 
Australian infrastructure projects, commenced on 1 November 2006. The report comprehensively examines the 
five terms of reference adopted for the inquiry. In brief, they were: funding arrangements for infrastructure 
projects in Western Australia—in particular, state-federal agreements; the adequacy of those arrangements in 
meeting state infrastructure needs, principally in the context of the current resources boom; levels of state-federal 
investment in and control over major infrastructure projects and the longer term impact of those arrangements; 
the means by which government can enhance infrastructure funding outcomes for the state; and other relevant 
matters considered by the committee.  

Western Australia and the nation at large have benefited significantly in recent years from the state’s booming 
economy, based largely on commodity prices that have set profits rocketing and encouraged resource and other 
business to invest. This boom is likely to continue until a downturn in commodity prices. In a paper released in 
March 2007 to facilitate discussion of the key issues surrounding the provision of key infrastructure in Western 
Australia, particularly in relation to the state’s rapidly expanding resource sector, the committee noted that for 
the financial year 2005-06 Australia’s mineral exports were valued at $92 billion. This accounted for 76 per cent 
of the total commodity exports, 60 per cent of total merchandise exports, and 47 per cent of the total exports of 
goods and services. In 2006 Access Economics reported that Western Australia accounted for a third of 
Australia’s export volumes, with a likely increase in this share. This increase has been realised, with the resource 
sector in this state now creating about 80 per cent of the merchandise export, with mining responsible for 
3.4 per cent of the state’s 2006-07 growth rate of 6.3 per cent.  

The economic upturn and the requirements for major project-related infrastructure has—and continues to have—
considerable financial and planning implications for the state government, local government authorities and 
resource companies. This has required a high level of cooperation, planning and investment to date. The 
committee notes that, on occasion, resource companies have exceeded the requirements of related project 
agreements to progress social infrastructure and services. The committee commends those companies on their 
level of community investment.  

That said, the public sector is the principal provider of infrastructure in this country, with the states and 
territories responsible for ports, rail, roads, gas, electricity and water; and the commonwealth government for 
services such as postal facilities, telecommunications, and air transport. However, there is significant disparity in 
the revenue received by the commonwealth versus the state, and commonwealth investment in infrastructure to 
support major resource projects.  

In the 2006-07 budget papers the Department of Treasury and Finance stated that although the commonwealth 
government receives the majority of fiscal return from the state’s major resource projects via various taxes, with 
a large proportion of the revenue redistributed to the other states and territories via grants, the commonwealth 
makes minimal contribution to infrastructure and related support services. In a 2006 discussion paper on federal-
state relations, the department reported that deficiencies in the federal system were holding back development in 
WA, impacting on national economic outcomes. It was suggested that increased flexibility and collaboration 
between the commonwealth and state could lock in current economic gains for future generations, and that the 
state would be open to higher levels of investment in infrastructure were there equity in financial and other 
related arrangements between the Western Australian and federal governments. The committee also noted that 
for the period 2006-07 there were 62 operating oil and gas fields in Western Australia, with the majority of 
development taking place in offshore areas in commonwealth waters. For that period the state received 
$714 million in petroleum royalties, whilst the commonwealth received $1 billion from projects in 
commonwealth waters off the state. The Western Australian government is providing a significant proportion of 
the support infrastructure for projects whereby the commonwealth receives a substantial—or complete—revenue 
benefit.  

It was in the context of this disparity of fiscal income and investment between federal and state tiers of 
government that the committee resolved to examine the most appropriate arrangements for facilitating state and 
national economic growth, whilst ensuring a fair and more equitable share of the costs burden between the state 
and commonwealth jurisdictions for major infrastructure projects. Legislative and other formal arrangements for 
infrastructure provision for major resource projects do not vary significantly from those affecting other major 
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infrastructure. What is notable, however, in the current environment is the requirement to seamlessly deliver 
support infrastructure for industry development to harness opportunities for economic growth. The committee 
believes that the ability to effectively progress critical infrastructure is impacted by a number of factors and 
arrangements, including agreements and legislation, and the role and priorities of agencies responsible for 
providing and facilitating infrastructure funding. Under current legislative and other formal agreements, the state 
generally sets royalty and other arrangements for land-based projects, and the commonwealth for levying taxes 
on offshore projects that fall outside the state jurisdiction.  

The report examines the network of commonwealth and state-based agencies governing the delivery of 
infrastructure. Evidence to the inquiry and the committee’s review of six major resource projects in various 
regions of the state confirmed an imbalance in cost benefits to the state compared with the commonwealth for 
projects of national significance, wherein major revenue accrued to the federal government, despite the majority 
of costs for publicly funded infrastructure being borne by the state. The most notable impact of these funding 
arrangements is inadequate infrastructure in regional areas, a problem that is often exacerbated by rapid resource 
development. It was reported that commonwealth government contributions to infrastructure often remain static, 
despite expanded project requirements.  

A second major criticism was the method of federal funding to date; in particular, the lack of flexibility of the 
process by which funding is applied. It was viewed that the commonwealth’s specific purpose payments restrict 
the state’s capacity to apply funds to areas that the state determines as being of strategic economic and social 
importance, and often require a contribution from the state that detracts from this government’s ability to apply 
funds into priority areas. AusLink, for example, was viewed to fail to adequately cater for Western Australia’s 
freight tasks, such as road infrastructure requirements and access to certain ports.  

Lack of coordination between tiers of government was cited as a concern; in fact, one local government 
organisation submitted to the inquiry that the perceived inefficiencies of the state government regarding the 
commonwealth’s performance in infrastructure provision were largely reflective of those held by local 
government of the state government. Concerns regarding inadequate coordination between tiers of government 
included poor strategic planning despite overlapping areas of responsibility in the provision of infrastructure; 
lack of consistency, coordination and consultation by the commonwealth with the Western Australian 
government on investment in the state; lack of coordination as a consequence of articulation of funding along 
agency lines, rather than across the board; coordination hampered by planning being confined to local 
government areas rather than regions; lack of agreement between government and industry on priorities for 
infrastructure investment; blame shifting resulting in delays and impacting on the country’s reputation in the 
international market; and, as mentioned before, lack of synchronicity between the commonwealth government’s 
investment priorities and that of the state.  

That lack of coordination exacerbates problems associated with inadequate infrastructure in regional areas 
caused by lack of funding. The committee acknowledges that recent federal government initiatives—such as the 
creation of Infrastructure Australia—may address some of the deficiencies in state-federal arrangements for 
infrastructure funding. However, the committee notes that it is too early to assess the effectiveness of these 
measures. Whilst there have been recent attempts to improve coordination, planning and the provision of 
infrastructure at a state level, there is certainly a requirement to progress this further. Evidence indicates that 
although both the Western Australian Planning Commission and the Office of Development Approval 
Coordination in the Department of the Premier and Cabinet have a coordinating role, these are relatively 
informal and limited in scope. The current strategic planning frameworks fail to provide a statewide whole-of-
government approach across all phases of infrastructure development and a prioritisation of classes of 
infrastructure. There is also a lack of transparency in forward planning.  

Although the committee is aware that the impending state infrastructure strategy may go some way to addressing 
infrastructure planning issues at a state level, it is concerned that the strategy has no statutory basis and may not 
provide a coordinated mechanism to ensure the timely delivery of infrastructure.  

Current commonwealth funding arrangements are impacting negatively on regional areas; in particular on local 
governments, which are under increasing pressure to build, operate and maintain economic and social support 
infrastructure with insufficient funding. A number of proponents argued that lack of long-term planning results 
in significant cost shifting to local government and maintenance of infrastructure, and that rates concessions 
under the state agreements acts for industrial developments are denying local governments increased revenue.  

The committee is aware that the Department of Industry and Resources is currently reviewing rates concessions 
under the state agreements acts. Although a number of resource companies have exceeded the terms of project-
related agreements to meet the deficits in social infrastructure, the committee does not consider this to be a 
reliable solution to what is a state and commonwealth responsibility. If the federal and state governments do not 
address the current shortfall and other arrangements related to the provision of regional infrastructure, then the 
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state is likely to see an intensification of these problems in high-growth areas, which will affect state and 
national economic benefit.  

How does the committee envisage that these deficiencies in funding, planning and coordination processes for 
infrastructure, particularly regionally based and resource-related infrastructure, can be addressed by government 
to maximise economic benefit? The state could submit to the commonwealth that the following should occur to 
reform federal-state funding arrangements. First, there could be the establishment of a revenue-sharing 
arrangement with the commonwealth government in relation to offshore development, such as the Gorgon and 
Pluto projects off the north west of Western Australia, to correct the current fiscal imbalance. Secondly, there 
could be a review of federal funding programs, such as AusLink, to ensure that they align with state priorities for 
infrastructure investment. Thirdly, there could be consideration by the commonwealth government of the 
applicability of the Infrastructure Canada model and its funding arm, Building Canada, to improve coordination, 
planning and funding of infrastructure at the federal level. This model has the advantage of coordinating all 
levels of government, providing a long-term strategic vision for infrastructure provision, connecting strategic 
priorities with funding, and providing jurisdictions—in this case, Canadian jurisdictions—with flexible funding 
and minimal conditions and reporting requirements. Fourthly, there could be the establishment of a community 
infrastructure fund by the commonwealth government and a revised methodology for calculating the escalation 
of financial assistance grants for local governments tied to economic growth. 

The following recommendations could be considered by the state government for enhanced funding, planning 
and coordination of state infrastructure arrangements. First, the Queensland Office of the Coordinator-General 
could be considered as a possible model for the state to provide a coordinated approach and a common decision-
making framework for the delivery of major infrastructure. In brief, Queensland’s Coordinator-General has 
extensive powers, including the ability to declare significant projects, facilitate the planning approvals process 
for prescribed projects, and establish deadlines and make a decision in lieu of an agency not meeting the 
prescribed schedule, resulting in more streamlined processes. Secondly, the government could consider the 
benefits of a statutory infrastructure strategy supported by an infrastructure delivery and funding plan. The 
committee reviewed the “South East Queensland Regional Plan” and its companion document, the “South East 
Queensland Infrastructure Plan”. This is a statutory document designed to manage growth and direct the future 
planning decisions of the state. The infrastructure plan identifies the Queensland government’s priorities to meet 
the regional plan and is closely linked to the budget program of the government. Its strength lies in the 
interaction between the two documents and its statutory basis. Thirdly, the government could consider a series of 
sinking funds or quick turnaround mechanisms for defined infrastructure needs, such as those arising from port 
expansions or unanticipated changes in the scope of resource projects. Fourthly, it could consider options for the 
timely release of land for both economic and social infrastructure, including the applicability of a scheme similar 
to the metropolitan region improvement tax and the metropolitan region scheme that are currently applied in the 
metropolitan area for this purpose. This would assist Australia’s competitiveness for resource investment in the 
international market. Fifthly, it could consider an advisory mechanism to assist local governments with the 
funding and delivery of infrastructure in the state. The government could give consideration to the application of 
the Queensland LG infrastructure services model, which has such a mandate and has resulted in enormous cost 
savings to local government in that state. It could also consider appropriate levels of developer contributions to 
support infrastructure for resource projects, as well as opportunities for greater private sector engagement in 
infrastructure provision in the state, tailored to the requirements of individual situations. The committee notes 
that various factors influence private sector investment, such as taxation regimes and the regulatory environment. 
These issues would need to be considered further. However, it is clear that a definition of responsibilities and 
effective coordination and consultation between affected parties is essential to the success of any partnership 
approach. 
Finally, I thank the stakeholders who contributed to this inquiry—notably, industry, local government authorities 
and state and federal government agencies and representatives—for their frank and detailed commentary on 
relevant issues, and the members of the committee for their thorough consideration of pertinent matters. The 
legislative, regulatory and funding arrangements that underpin infrastructure provision at the state and 
commonwealth levels are highly complex. This report reflects a balanced view of stakeholder input to the 
inquiry, appropriately examines the interplay between the various arrangements that govern infrastructure 
provision, and provides considered recommendations to Parliament. In this regard I recognise the invaluable 
contributions of Dr Julia Lawrinson, former principal research officer, and Ms Dawn Dickinson, research officer, 
for their overall analysis of the relevant issues and their written contributions to the inquiry. I also thank Ms 
Katherine Galvin, principal research officer, for her editing of the report. It is envisaged that the committee’s 
recommendations, if complied with, will result in a fairer and more effective framework for infrastructure 
provision in this state. 

This investigation by the Public Accounts Committee was probably one of the most exciting of all the inquiries 
that have been undertaken. There is no doubt that the provision of infrastructure is one of the key issues that will 
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drive the economies of Western Australia and Australia into the future. Finding an appropriate funding 
mechanism to drive that process forward to future-proof Western Australia is a key component and will be one 
of the most important economic and industrial issues that we will face over the next few years. It is for that 
reason that the Public Accounts Committee looked into this issue. I hope the Treasurer takes the report on board 
and looks at it carefully, because it recommends something of a framework to improve the efficiency of the 
delivery of services and infrastructure that will grow Western Australia.  

The committee went through three principal research officers during the inquiry. We started with Liz Kerr, and 
then we moved on to Julia Lawrinson, who now quite successfully introduces you, Mr Speaker, to Parliament 
each morning. We have obviously been encouraging staff to come to the Legislative Assembly, because Liz Kerr 
is here as well. Our current principal research officer is Katherine Galvin. We have been very well serviced by 
our staff. We thank Dawn Dickinson in particular. Dawn travelled with us to many places around the state and 
put in an enormous amount of work. I thank Dawn for her efforts. 

I take this opportunity to express my condolences to the Chairman of the Public Accounts Committee, the 
member for Mindarie, who normally would have given the opening address on the presentation of the committee 
report. However, with the loss of his father, we pass on our condolences to the member and his family, 
particularly his wife, Michelle, and daughter Ruby. Our thoughts are with them at this time. I thank other 
members of the committee for their efforts: the members for Stirling, Victoria Park and Albany. 

This was a very big investigation. It was one that the Public Accounts Committee took on with some trepidation, 
given the extreme effort that committee members would have to put in. We were concerned about the workload. 
The report has gleaned a great deal of interest. I am not sure how often the Speaker of the Legislative Assembly 
appears before the Public Accounts Committee, but I suspect that it is a relatively rare event. That is a reflection 
of the degree of importance that this sort of investigation commanded. 

I commend this report to members. If members have an interest in the delivery of infrastructure in Western 
Australia, particularly in regional areas, and, more importantly, in how to drive the economies of Western 
Australia and Australia in the future, as well as in future-proofing Western Australia, they will find that this 
report sets the groundwork and the basis for that process. I do not think a more important report on the future of 
Western Australia will be tabled in this sitting of Parliament. It is probably one of the most important reports that 
Parliament has ever seen. 

MR D.T. REDMAN (Stirling) [11.27 am]: I acknowledge the contributions of my fellow colleagues, and, as the 
member for Capel has said, I acknowledge the contribution of the member for Mindarie and pass on my formal 
condolences for the recent loss of his father. I thank the members for Capel, Victoria Park and Albany for their 
contributions. 

Standing committees are one of the most bipartisan parts of Parliament, and that is why I thoroughly enjoy being 
a committee member. When a committee produces a particularly good report, which this is, it makes it all the 
more rewarding. Particular thanks must go to the committee staff. I am sure that all staff of all committees make 
huge contributions, and certainly the staff of the Public Accounts Committee are no exception. Katherine Galvin, 
Dr Julia Lawrinson and Liz Kerr, the three principal research officers, played a huge role on the committee. 
Dawn Dickinson also worked tirelessly over many weekends to include in the report all the matters that may 
well have been referred to in only a few sentences. She certainly made a huge contribution to the committee. We 
thank them all for their contributions. 

The committee received great submissions from various industry groups and departments and agencies to this 
inquiry, which made it much easier to gather the information necessary to deliberate on and to then come up with 
a number of recommendations. I have said that it is a good report, and it is a good report. It is a very 
comprehensive report. It is a good read for members who are not well versed in the resource industry in 
particular and in major infrastructure projects in Western Australia in the sense that it ties together a lot of the 
loose ends and gives a good understanding of exactly where these various groups fit into the play for 
infrastructure and, indeed, the resource industry in Western Australia. I certainly recommend it to all members of 
Parliament as a good background on infrastructure projects and the major projects that are underway in Western 
Australia. Pressure points come with a booming economy. The impetus for this report was the concern that there 
are pressure points in our economy and in the building of infrastructure to support the various resource projects 
that are going ahead. There is concern that we may not see any legacy from the boom we are experiencing. There 
is also concern that we may not be reaping all the opportunities that will come to us over the next few years as 
the boom continues. Of course, the outcomes of this report highlight some of those issues and put forward some 
recommendations.  

When the committee first started this report, it intended to target hard infrastructure—roads, rail, port facilities 
and utilities. However, it became very clear that it could not separate issues concerning development of soft 
infrastructure to support the current resource boom, to the point at which it became absolutely imperative for the 



Extract from Hansard 
[ASSEMBLY - Thursday, 15 May 2008] 

 p3158b-3166a 
Dr Steve Thomas; Mr Terry Redman; Mr Ben Wyatt; Mr Peter Watson 

 [5] 

committee to play a key role in looking at the provision of such soft infrastructure. Those issues were never more 
evident than in areas at the very sharp point of our resources boom, such as Ravensthorpe, Karratha and Port 
Hedland, but I also highlight issues in some of the smaller communities, including some of the communities I 
represent on the south coast. There are people there who work in the resource industry on a fly in, fly out basis. 
In those areas we see evidence of some of the pressure points affecting the provision of soft infrastructure to 
support growth in this state. 

One of the triggers for this inquiry was the issue of federal-state funding, the relationship that exists between the 
federal and state governments and the disparity between the state government and federal government with 
regard to the provision of infrastructure. People will understand that offshore projects pay a royalty to the federal 
government while onshore projects pay a royalty to the state. Although royalties from offshore projects go to the 
federal government, many of them need a significant amount of support from the state government to maintain 
the infrastructure necessary for those projects to go forward. That issue was clearly an impetus for this inquiry.  

I turn to some other issues; the member for Capel has highlighted some of these. It became clear that there was a 
bit of a blame game going on between local government, state government, federal government and the various 
resource proponents about who was responsible for what and who should pay for what. Coordinating the 
different levels of contribution from all levels of government and from proponents was a key issue. There did not 
seem to be a lot of ownership. There were good and bad examples of that, and they are reflected in the report, but 
it was important for those issues to come out, and they did. 

Regional areas in particular face some significant disadvantages. I will quote a paragraph from the executive 
summary of the report. I highlight past issues for regional areas and future issues as people perceive them. It is 
something that needs to be addressed as a matter of priority. The executive summary states in part — 

It was perceived that there would be an intensification of a number of these problems in high growth 
areas unless there were significant variations in arrangements for the building and maintenance of all 
types of infrastructure. Failure to amend current practices was seen to impact on the growth of major 
resource projects and the capacity of the regions to attract and retain a skilled workforce for projects. 

If I can put my political hat on, the National Party has for many years espoused some of the concerns in these 
areas.  

An unfair burden has been placed on local government for the provision of infrastructure and, in many cases, the 
maintenance of such infrastructure. It is one thing to build a piece of infrastructure in some of these 
communities; it is another issue to maintain them. Some of the ongoing issues became apparent. It was 
acknowledged that there had been improvements in the level of planning within state government and in the 
coordination of various agencies. However, it was also clear that other things could be done. I refer to finding 17 
of the report, which states — 

While there have been improvements in recent years, the state government needs to take a stronger role 
in the coordination, planning and provision of infrastructure in regional Western Australia. 

There has been insufficient consideration of soft infrastructure. Clearly, as I said from the outset, that is 
something that needs to be addressed as a matter of priority.  

The committee looked closely at the role of Coordinator-General in Queensland and has made some 
recommendations about that. The Coordinator-General has the ability to declare significant projects and the 
statutory capacity to progress with a timely response from various agencies so that projects can move forward. 
That statutory role is something that we need to look at in the context of the state infrastructure strategy, which 
will be released very soon. There was talk of a state infrastructure fund. I will return to that issue. The committee 
looked at local government infrastructure services in Queensland, which involves a relationship between the 
Local Government Association of Queensland and the Queensland Treasury Corporation. It is a very successful 
model for combining and developing efficiencies within local government. Of course, the committee looked at 
the potential for some sort of federal government fund to support infrastructure development in Western 
Australia. I know that the Rudd government has put forward the Building Australia Fund. One of the criticisms 
that emerged in the report was the concern that if the federal government uses a fund to try to pick winners, it 
could come unstuck. One of my concerns about the Building Australia Fund is the way in which it will be set up. 
The report refers to the capacity for the federal government to try to pick winners. We need to be very cautious 
about the way in which that fund goes forward. The Rudd government is very much on notice about this. It is 
long on rhetoric and it needs to get through to ground level. That is something the committee will be watching 
out for. 

The relationship between GST revenue and Commonwealth Grants Commission grants is — 

A government member interjected. 
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Mr D.T. REDMAN: I have about one minute remaining. 

This has already been mentioned in this house. It is of concern to the house that Western Australia gets its fair 
share of those funds. Obviously the challenge for this government is to make sure that its relationship with the 
federal government is such that it is able to secure those funds for Western Australia. The National Party has put 
forward a royalties for regions policy, by which it proposes to secure 25 per cent of mining and petroleum 
royalties for regional Western Australia and to support infrastructure. That is clearly tied to economic growth, 
and the National Party puts forward that policy as a tremendous model for sorting and supporting some of the 
infrastructure pressures in this state. I might add that this report vindicates the Nationals’ position. I would like 
the Treasurer to keep such a policy at the back of his mind when he reads the report. Hopefully we will get his 
support. 

MR B.S. WYATT (Victoria Park) [11.37 am]: I rise to speak to the Public Accounts Committee’s latest report, 
“Inquiry into Funding Arrangements for Western Australian Infrastructure Projects”. The member for Capel, 
who is the deputy chair of the committee, has gone over most of the detail of the report. Before I comment on the 
report, I will begin by thanking the people involved. It is normally something I leave until the end of the speech 
and have to rush through. I thank the member for Mindarie, who is the chairperson, and in common with other 
members I offer my condolences to his family on the passing of his father; the member for Capel; the member 
for Stirling; and the member for Albany. I thank the members for their support for and interest in this topic. The 
Public Accounts Committee has become something of a training ground for Sergeants-at-Arms. I thank Liz Kerr, 
who was the principal research officer at the time the inquiry commenced; Dr Julia Lawrinson, who ended up 
taking Liz’s place as Sergeant-at-Arms; Katherine Galvin, who is our current principal research officer; and 
Dawn Dickinson, who is our research officer and who did enormous amounts of work for and provided 
enthusiasm to this inquiry. 

This report is really about federalism and the future of Western Australia and Australia, and the relationship we 
have with funding infrastructure and funding what we do as a nation and a state for the future. In my contribution 
to the budget debate I referred to the initial report of the Australia 2020 Summit held recently in Canberra and 
hosted by Prime Minister Rudd. One of the subjects examined at the summit was the future of the Australian 
economy. The initial summit report outlines priority themes that emerged from those who attended the summit. I 
will quote from the initial report — 

This stream advocated a fundamental commitment to creating a seamless national economy and single 
national markets in major areas of economic activity (for example, labour, energy, water, transport and 
communications). The goal should be to minimise overlaps and bottlenecks and improve 
competitiveness. They will require clarification of roles, responsibilities and accountabilities between 
different levels of government. At present, however, Australia’s economy in major markets is highly 
fragmented: the COAG national reform process has identified more than 25 areas in which Australia 
has eight sets of different State and Territory regulations. In addition, we have multiple education and 
accreditation systems. A country of Australia’s size cannot afford this. 

That is the key point that our inquiry addressed. Page 11 of the initial report of the 2020 summit dealt with 
infrastructure in particular. I will quote from that report again — 

The infrastructure imperative is to create a regulatory and institutional framework to allow timely and 
efficient investment, especially in key export areas. A specific priority is a simpler, national regime for 
third party access to give up front regulatory certainty and to promote competitive pricing and adequate 
returns. The stream endorses a need to coordinate national infrastructure priorities through 
Infrastructure Australia, underpinned by rigorous cost-benefit analysis and focusing on Australia’s 
competitive advantages.  

As I said at the beginning, this Public Accounts Committee inquiry is about federalism. It deals specifically with 
those issues which were raised by the 2020 summit and which go to the heart of the competitiveness, the 
effectiveness and the future of the Australian economy. It identifies that problem of vertical fiscal imbalance that 
Western Australia is struggling with and has struggled with for a long time in terms of the responsibilities of 
providing and funding infrastructure, and the levels of government that get the returns that that infrastructure 
provides. 

Our federal structure is complex; it is too complex. That is what the committee report identifies. It identifies the 
fact that investing in key infrastructure projects is hard. It is unclear. The responsibilities are ill-defined and are 
usually treated in an ad hoc way. This is not sustainable for either the state of Western Australia or Australia 
going forward in an environment that is competitive. It is enormously competitive, and it will only become more 
and more so. From the days when the Prime Minister was the opposition leader, he has had many discussions 
about the issue of productivity. This goes to the heart of this nation and this state being productive in the world 
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environment in which we operate, so that we can compete with those countries that are, like us, largely resource 
based and so that we can also provide to our constituents those services that flow from the income that we get 
from our export sector.  

I am aware that the state government is shortly to hand down its infrastructure strategy. I will quickly refer to the 
first paragraph of the state infrastructure strategy terms of reference. The purpose of the state infrastructure 
strategy is set out and states — 

To maximise economic, social and environmental benefits from the provision of infrastructure 
throughout Western Australia, the Government must take a strategic and long-term approach to the 
determination of priorities that ensure timely supply of appropriate infrastructure capacity. 

With the state infrastructure strategy coming down, with Infrastructure Australia being developed at the national 
level, and with the report that has been handed down today by the Public Accounts Committee, I think a clear 
focus for the future is emerging about how we should go about identifying the most important infrastructure that 
we need and also identifying how we should, as a nation, fund and implement that policy to achieve our strategic 
outcomes and desires. 

As the member for Capel indicated in his speech, the report notes the fact that we looked at the Office of the 
Coordinator-General in Queensland. I believe that warrants further investigation by the state government. Such 
an office might have great merit in Western Australia. One of the key factors that the committee identified in this 
report is that, following the development of the state infrastructure strategy, we must take the next step in terms 
of powers of coordination and implementation so that the outcomes can be delivered. We need to do that hand in 
hand with Infrastructure Australia. 

I will make a couple of final comments on this issue. Not that long ago, on 9 May 2008, the federal Minister for 
Resources and Energy announced in a media release that exploration permits had been awarded. The media 
release states — 

The Minister for Resources and Energy, the Hon Martin Ferguson MP, today announced the awarding 
of nine exploration permits, representing a $425 million investment in Australia’s offshore petroleum 
sector. 

That in itself is not unusual. Of those nine permits, the four largest were for areas off the Western Australian 
coast, mainly around Browse Basin. Although I am sure there was some involvement with the state government 
on that, we are seeing a disconnect. The federal government goes about its business. However, the state needs to 
be involved because that sort of successful investment necessarily requires the state to be an active participant. 

The committee had a huge range of submissions from industry and government. Local governments, in 
particular, are very active in this area. The report highlights those issues very well. It outlines the possible future 
for private sector involvement in the provision of major infrastructure development in Western Australia. I again 
refer back to some of the comments I made last night in my budget reply speech about the interest, the focus and 
the strategic desire of China to invest in Western Australia, not only now but also in the future. We need to be 
able to set the ground rules and have a clear understanding of how we, as a government, should work with the 
private sector in the delivery of public policy so that the policy is delivered efficiently and fairly for all 
constituents. I go back to the initial report of the 2020 summit, which highlights the need for a fair and 
competitive third party access regime. 

This is a very good report. It complements the state infrastructure strategy very well, and it builds on many 
things that the Prime Minister has been saying about the need to coordinate an effective independent 
infrastructure strategy for Australia going into the future. 

MR P.B. WATSON (Albany — Parliamentary Secretary) [11.47 am]: It is my great pleasure to talk about the 
inquiry into funding arrangements for Western Australian infrastructure projects that was undertaken by the 
Public Accounts Committee. I would like to thank my fellow committee members. I thank the chairman, John 
Quigley. Similar to everyone else, I pass on my condolences to John, Michelle, Ruby and the rest of the family 
on the tragic loss of John’s father. I thank Dr Steve Thomas, the member for Capel, who has ably filled in since 
the chairman has been away. I also thank my colleagues the member for Victoria Park and the member for 
Stirling for their input into the committee inquiry. I had better not forget the staff. 

Dr S.C. Thomas: You’ll never get a coffee again! 

Mr P.B. WATSON: The last time I made one of these speeches, I forgot the staff. I thank Dr Julia Lawrinson, 
the principal research officer, who is sitting at the back of the chamber now. I thank Katherine Galvin, who has 
now taken over as principal research officer, for all the work she put into editing the report, and Ms Dawn 
Dickinson, who did a tremendous job. She may have driven us very fast in the committee room, but she drove 
very slowly on the roads around Esperance. It was a real team effort; everybody contributed. I have been on a 
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couple of committees, but this is the best committee I have been on, and I think that this is the best and most 
important report with which I have been involved. 

On the infrastructure side of things, two places probably stood out more than anywhere else. The first was 
Karratha, which has huge issues. The local government there finds it very hard to get staff because it has a very 
low rate base. There are state agreements and federal agreements for all the mining companies, so the local 
government is not getting much income in the town. Therefore, it cannot provide services. It is battling to 
provide the services just to keep its staff going. Mr Speaker, you would be aware that the facilities in Karratha 
are probably lacking because of the pressure on the town of the fly in, fly out workers. In addition, there are 
problems in the north with soft infrastructure—hospitals, daycare centres, police stations and other facilities that 
city people take for granted. Infrastructure should be considered carefully. Housing availability is a very 
important issue in the north. I know that mining companies contribute a lot to housing. The federal government 
must also look at its involvement in the area.  

In his speech to this house, the Chairman of the Public Accounts Committee said that of developments in 
offshore areas in commonwealth waters in 2006-07, 62 were operating oil and gas fields in Western Australia. In 
that period the state received $714 million in petroleum royalties, and the commonwealth received $1 billion 
from projects in the same area. In other words, the federal government, irrespective of political persuasion, 
receives all this money. That money will be used to prop up the rest of Australia. Western Australia desperately 
needs infrastructure projects in regional areas.  

Under current legislation and formal agreements, the state generally sets royalty and other arrangements for 
land-based projects, and the commonwealth levies taxes on offshore projects that fall outside the state’s 
jurisdiction. The committee’s report suggests that these things should be looked at more carefully, because the 
federal government is taking away money from this state. This state is providing all the infrastructure and the 
federal government is taking the money.  

In Ravensthorpe there was an issue involving a memorandum of understanding between the government and 
BHP Billiton. Many areas need to be considered. Since the memorandum of understanding was signed the 
number of people employed by BHP has doubled. As a result, BHP has provided some soft infrastructure that 
either the state or federal government should provide. The state government has allocated funding to this area, 
but more needs to be done. The federal government should be allocating a lot more funding. Many of the 
problems in Ravensthorpe have been caused by a lack of coordination between government agencies. Following 
the signing of the memorandum of understanding everyone concerned was aware that certain things would 
occur. However, as soon as the project started it was obvious that there was a lack of coordination. In other 
words, the left hand did not know what the right hand was doing.  

This state could follow the lead of the Queensland government by appointing a coordinator general. It is 
important that a person located in a central place is responsible for coordinating all the groups involved in a 
major project. It would be wrong to make this a political appointment. The person appointed to the position of 
coordinator general must be outside the political arena and be qualified to make the decisions and bring these 
groups together. It has worked well in Queensland and it is something that we should look at doing in this state. 
Some projects are properly coordinated, but many of them are running sideways or back to front. A coordinator 
general in Western Australia would be a good thing for this state. It is great to see that the federal government 
has established Infrastructure Australia. It is all very well to have this entity, but each state should have a 
structure whereby a coordinator general can bring everything together.  

It was great to have so many learned people talk to the committee about the situation in their industries. The 
amount of money that is spent is mind boggling. In the north, people do not talk in hundreds of thousands of 
dollars or millions of dollars; they talk in billions of dollars. The state government, local government and mining 
companies contribute money for the provision of services in these areas. However, the federal government has a 
bigger role to play. A coordinator general would have wide-ranging powers, with no review process. A 
transparent recruitment process would be necessary. I did not go to Queensland so I am not sure of the process 
for the appointment of its Coordinator-General and whether his or her appointment requires transparency. It is 
such an important job that the recruitment process would need to be carefully handled.  

I thank everyone involved in the preparation of this report. I know that committee members say that people 
should read the committee report. However, for a layman like me, I found this report to be extremely thorough. 
If members think they know now what is happening in regional Western Australia as a result of the mining 
boom, they will have a much better understanding after they have read this report. Once again I thank the staff 
and the members of the committee, who work closely together. I congratulate all involved and commend the 
report to the house.  
 


