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APPROPRIATION (CONSOLIDATED ACCOUNT) BILL (NO. 1) 2008 
APPROPRIATION (CONSOLIDATED ACCOUNT) BILL (NO. 2) 2008 

Second Reading — Cognate Debate 
Resumed from 13 May. 

DR S.C. THOMAS (Capel) [1.04 pm]: I note that I will be the lead speaker for the opposition on the 
Appropriation (Consolidated Account) Bill (No. 1) 2008 and the Appropriation (Consolidated Account) Bill (No. 
2) 2008. There is no doubt that the Carpenter Labor government is blowing the boom. There is no doubt that the 
people of Western Australia are missing out on the opportunities that they should be presented with. There is 
absolutely no doubt that a once-in-a-lifetime opportunity to build Western Australia is being squandered. I will 
build a case to demonstrate to the house that Western Australia is missing out on what should be the greatest 
period of growth and development it has ever experienced.  

The government loves charts, and I have brought to the house a number of charts that demonstrate the bits of 
information I would like to put forward. It is important that we recognise many of the serious issues with which 
we are confronted. I will start with a chart that comes from the budget papers. It demonstrates forecasts for the 
general economy over the past decade and into the forward estimates over the next few years. It is an interesting 
graph. It is the first point for building the argument that Western Australia is blowing the boom. As members can 
see, there has been significant growth in the operating revenue of the general government sector of Western 
Australia, rising from $7 billion for 1993-94 to around $20 billion for 2011-12. However, there are a couple of 
significant trends. As we move from 2008-09 into the forward estimate years, revenue is expected to remain 
static. In fact, growth of revenue is expected to decline to almost zero. The first point I make is that Western 
Australia has experienced a boom that occurs once in a generation, and we are in the middle of the process of 
blowing that boom. Our revenue will level out. Interestingly, there is a second piece of information we can glean 
from this Treasury document, the budget. When one examines the proportion of growth in various sectors of the 
economy, one can see that the bottom section of the chart, in light blue, refers to commonwealth grants. 
Commonwealth grants grew significantly during the 1990s and the first few years of the 2000s. I am not 
particularly fond of the expression “the noughties”, and it is difficult to come up with a better one, so let us call it 
the years running into the 2000s! Commonwealth government grants rose significantly in the decade leading up 
to 2006-07 and 2007-08. Those commonwealth grants are beginning to level off significantly. As I will explain 
later, one of the great threats to the Western Australian economy is that goods and services tax revenue will 
begin to decline, not only in real terms and in terms of the amount that Western Australia receives in proportion 
to its population and the size of its economy, but in overall actual dollar amounts. That will cause significant 
stress. What will save the state of Western Australia and the current Carpenter Labor government from 
immediate pain? The second line on the chart reveals—as has occurred throughout the Labor years—continuing 
increases in taxation. Although the community of Western Australia will receive less from the commonwealth 
government, the state government will continue to draw significant amounts in taxation. I will return to that point 
because it is important to recognise the way in which growth in the fiscal economy—that is, the expenditure of 
the government of Western Australia—will be funded by taxation revenue, despite claims by the Treasurer that 
the government will hand back or remove taxes. There is evidence in the government’s own documents that it 
will continue to increase its taxation revenue at a significant rate.  

The third point about this particular chart is that we can see that although mining royalties were relatively stable 
in the lead-up to the early 1990s, there was significant growth in the early 2000s. Mining royalties are also 
predicted to contract at the end of the forward estimates, largely due to the significant price increase in iron ore 
royalties, in both this and the previous year, as they relate to the price of iron ore. Although it is true that 
negotiations are ongoing, we expect that market to settle down, which may mean a massive decline in iron ore 
royalties. Western Australia’s production of iron ore will continue and that iron ore will continue to sell and 
make good dollars for the state’s economy and the gross state product. However, the government of Western 
Australia will not continue to enjoy additional gains in mining royalties. What problem does the state 
government face? Its income will start to stagnate. Under those circumstances, taxation revenue will continue to 
decline, but it cannot make up for the reduction in goods and services tax revenue and commonwealth grants and 
the slowing of the boom growth in terms of mining royalties—not the mining sector, but mining royalties, which 
are completely related to price. It would be nice if Western Australia received mining royalties from some of the 
boom industries whose prices will continue to climb over the next few years. The best example is the natural gas 
market. The world’s energy market will explode—almost literally. There will be a huge requirement to keep the 
price of energy at a minimum level. If the state of Western Australia received significant royalties from the 
petroleum resources that can be found off the coast of Western Australia, there would be a continuation of the 
expansion of its mining royalties. That will not be the case, however, because the commonwealth government 
receives the bulk of those funds. Western Australia will miss out on receiving royalties from industries in the 
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Pilbara, the Kimberley and the north west. The commonwealth will be on the receiving end of the significant 
growth in mining and resources revenue into the future. That is a significant issue for the state of Western 
Australia. Those are the key points about the general growth of the economy—growth in taxation, a shrinking of 
commonwealth GST payments and a stagnation of the mining royalties that Western Australia will receive. That 
paints a very difficult picture for a number of reasons. First, if there is likely to be stagnation, there must be a 
response in expenditure. If a small businessman or a farmer realises that his revenue will not continue to expand 
at the same rate, he has to decide what to do. What is the Carpenter Labor government doing about the 
impending problem of a lack in revenue growth? It is continuing to spend. Any small or large business person—I 
refer to the chief executive officer of a large company or a farmer in the Western Australian wheatbelt—knows 
that one of the first things that needs to be done when facing a revenue issue is to address expenditure. There are 
only two options—either address expenditure or start to move heavily into debt. Debt in Western Australia is an 
issue that I will return to later.  

I will refer in more detail to the issue of taxation in a form that most members will be able to understand. The 
chart that I am now holding refers to the taxation revenue of the states of Australia as put forward in their 2007-
08 budgets. I would like members to examine the taxation revenue and budget 2007-08 chart, which is a very 
colourful chart. As members can see, Western Australia leads the way with each Western Australian being taxed 
a bit over $2 500. Western Australia is the most taxed state in the commonwealth as is demonstrated by taxation 
revenue in the states’ 2007-08 budgets. This graph is something of an embarrassment to the Treasurer and the 
government because it demonstrates that Western Australia is the highest taxing state in the nation. The 
Treasurer would have wanted to keep that a secret. The Treasurer has told us that he has changed the way that he 
measures taxation per state, despite the fact that when the Labor Party came to power in 2001 it came in on the 
back of an election promise that it would maintain or increase WA’s tax competitiveness as measured by 
taxation revenue per capita. In the final year of the previous coalition government, Western Australia was the 
third-lowest taxing state behind Tasmania and Queensland. The Treasurer has failed to live up to yet another 
election promise because, as was demonstrated in the 2007-08 budget, Western Australia is the highest taxing 
state in Australia. People might argue about what is the most appropriate measure of taxation. Is taxation per 
capita a more accurate measure than taxation as it relates to the gross state product? What would happen if WA 
went through a boom period and its population could not keep up with the boom? That might occur. Has that 
been the experience of Western Australia? Absolutely. Western Australia cannot keep up with the current boom; 
its population is falling behind. What measurement makes a state look its best? Naturally, the Treasurer has 
converted from a taxation revenue per capita measurement to a taxation revenue per gross state product 
measurement because the latter hides the level of taxation that is being applied. This is a smokes-and-mirrors 
budget. Every state budget that has been handed down since I have been a member of Parliament has been a 
smokes-and-mirrors budget. Now that the Treasurer has transferred the measure of taxation competitiveness 
from taxation per capita to taxation per gross state product, what will happen at the end of the boom when the 
population is at its peak and when the gross state product is struggling to keep up with expenditure and debt 
levels? The advantage of measuring taxation competitiveness per gross state product is that it makes a 
government look really good when the state is experiencing a boom period. As the Carpenter Labor government 
presides over the boom and carries the state beyond the boom and into stagnation—that will eventually occur—
the measure applied by the Treasurer will start to be a significant embarrassment.  
Mr P. Papalia: Are you conceding the next election?  
Dr S.C. THOMAS: I am not saying that the government will still be in office; rather, I am saying that the 
figures will be the same. That is a completely different argument.  
The chart that I am holding represents taxation revenue in the 2007-08 budget. Of course, compared with the 
other states Western Australia is out there. I will make a quick comparison, because things move fast in financial 
circles. Everyone thinks that is a dull argument, but things are exciting. Not long after the 2007-08 state budget 
was brought down, the government released the 2008 midyear review. Given that the graph shows Western 
Australia’s red line sitting significantly beyond the other states in the 2007-08 state budget, what is the outcome 
in the 2007-08 midyear review? Let us have a look, because I have another chart! The chart I am now holding 
represents the 2008 midyear review as described by every state’s midyear review. As members can see, one state 
grows significantly from the chart at the top, which represents the budget, to the chart at the bottom, which 
represents the midyear review. There is some growth in the other states as the blue lines in the top chart are 
longer than those in the bottom chart. The line representing New South Wales has increased by half a centimetre 
or a centimetre in that graph. Western Australia is making a killing. That is the midyear review and it is a 
significant change. Not only is Western Australia minting it in relation to taxes in the budget, because also it 
moves so quickly, it gets worse.  

Unfortunately, I did not make this part of the graph on the chart red, but if we take the February 2008 figures and 
apply the same measure, Western Australia continues to mint it further. I did not make it red, Mr Acting Speaker, 
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because everybody will recognise that it stands out. Western Australia, in its taxation revenue, stands out 
significantly. Western Australia continues to be the most highly taxed state in Australia.  

The Treasurer, in his budget pronouncements of last week, announced some taxation relief. I will indulge the 
house by explaining what the taxation relief would be on this chart were we to take off the taxation relief that 
Western Australia is experiencing under the Carpenter Labor government and the current Treasurer. Let me put a 
mark on the graph so that everybody can see. Welcome to the tax relief for the state of Western Australia under 
the Carpenter Labor government and the current Treasurer!  

Mr T. Buswell: It is minuscule! 

Dr S.C. THOMAS: I will move the chart closer to the Acting Speaker. Members are struggling to see the tax 
relief provided by the current government. On an annual basis, the tax relief for Western Australia, under this 
government, shows as a fingernail size change on this chart. Does this house think that the tax relief provided for 
Western Australian taxpayers will bring them back to being on a competitive basis with anybody else in 
Australia? Does this house think that we might actually push the red line back somewhere? We are not even in 
the ballpark! This is the tax relief proposed by the Carpenter Labor government. While we are grateful for any 
taxation relief—since we are the highest taxed people in Australia—it is something of a token effort. I do not 
think that government members should be standing up and claiming a lot of credit for the work they have been 
doing, because that relief is relatively insignificant. 

Dr K.D. Hames: I reckon that graph would be good for an advertisement at election time!  

Dr S.C. THOMAS: I have some more, though; the Deputy Leader of the Opposition would have to pick the best 
graphs!  

How do we sum up the changes that the Gallop and Carpenter Labor governments have enacted through their 
taxation policies over the past seven to eight years of their terms of government? This particular graph highlights 
one of the most important factors, and that is the change of taxation in the period 2000-01. I have only gone up 
to 2006-07 on this graph because I could not fit the extra taxation on this chart.  

I will demonstrate the growth in taxation in this state. The growth in taxation, from the beginning of the 
Carpenter government to not quite the end of the Carpenter government, has been extreme; again, its growth has 
been significant. What is the tax relief that the Treasurer has offered under the 2008-09 budget and how will it 
impact on this particular graph? Let me show the house the additional savings that the community will make, 
from taxes people will not be paying to the Labor government. I refer to the Western Australian government’s 
tax-saving measures in the 2008-09 budget. These are the grandiose plans of the Carpenter Labor government. 
The government is telling the people of Western Australia that it is handing money back to them. I doubt that the 
Acting Speaker can see this from where he is sitting. The graph is a demonstration of the insignificant tax relief 
that Western Australians have received under the Carpenter Labor government.  

I do not begrudge anybody some tax relief in this budget. A couple of months ago in this house the opposition 
proposed stamp duty relief in the Duties Bill. We put forward a couple of proposals because we thought we 
would offer the government a bit of bipartisan support for some stamp duty relief. We offered the government 
increases in thresholds of 10 per cent, 15 per cent and 20 per cent. We said at the time that we were happy for the 
government to come forward and provide a bit more than that; we offered it some bipartisan support.  

The government’s proposal to move stamp duty tax thresholds out—in some areas by close to 50 per cent—is 
again a very welcome measure, but let us put it in perspective. When the Labor Party came to power, the average 
stamp duty paid on the purchase of an average house in Western Australia was something like $5 700. The 
average stamp duty that those same householders are paying under the current regime is nearly $20 000. Whilst 
it is good to see that figure of nearly $20 000 going down to a bit over $17 000, that figure is still a far cry from 
the $5 700 that this government previously collected from the average house sale in Western Australia.  

Although we welcome relief, this chart demonstrates that there is almost no relief in the budget, and therefore we 
do not applaud the government too much. In fact, I am surprised that business has not made a bit more of the fact 
that the stamp duty relief applies only to householders. We welcome the fact that householders have been 
rewarded, but the government might have looked at providing some business incentive in this budget. It 
obviously feels that it can milk business in Western Australia to the maximum and it does not matter.  
It might be suggested that the government’s proposal to reduce stamp duty was particularly generous. If 
conveyance duty were removed from this process, conveyance duty would drop significantly and that would be a 
good thing for the government. While we welcome the conveyance duty relief for householders—and it is good 
to see some relief in the budget—conveyance duty per capita in Western Australia is still a significant expense; 
and here is a chart! I point out to members the 2007-08 conveyance duty as put forward by the midyear reviews 
of all the states of Australia. As can be seen, Western Australia per capita makes significantly more income in 
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the form of conveyance duty than any other state in Australia. It is an embarrassing chart to show the people of 
Western Australia, because it shows that the government makes significantly more than other governments.  

What is the impact on the midyear review? The figure will probably still be higher if we look at the February 
review, but what is the impact of the budget and conveyance duty announcements under the current budget? In 
case there was any doubt, here it is on this chart; this is the change. Can the member for Bassendean see it from 
over there? It is a very small thing. It is hard to see. That is the change in conveyance duty when we factor in the 
announcements made last week by the Carpenter Labor government. Guess what? Even if we narrow this down 
to conveyance duty, Western Australians are still the highest taxed people in Australia, even with the tax cuts 
announced in the budget. As evidenced, we remain the highest taxed people in Australia despite whatever the 
government has proposed in its 2008 budget. Those charts are an embarrassment to the government and an 
indictment on its tax-raising abilities. That demonstrates that Western Australia has been taxed to the hilt. 
Despite all these processes and despite the fact that, even with the budget tax cuts, Western Australians are the 
highest taxed people in Australia, there is a long-term problem with revenue, as we saw before, in that revenue 
starts to flatline. This starts to define the problems faced by the Carpenter Labor government.  

I would like members to examine this chart because it defines the problems faced by the Carpenter Labor 
government. The chart defines the blowing of the boom, for which this government should rightly stand 
condemned. This chart shows changes in revenue and changes in expenditure over the life of the Carpenter 
government and into forward estimates. The blue line at the top represents the growth in revenue. As members 
can see, revenue between 2002 and 2006-07 exploded. Even during that period, the Gallop Labor government 
could not keep up with expenditure—it could not expend as much as it was earning. The Labor government 
chopped it around a bit, had a fair go and had a try at it, but expenditure could not keep up. Around 2007 things 
suddenly changed. Growth in expenditure for the first time in well over a decade started to switch and outstrip 
the growth in revenue. The trend is very disturbing, because although expenditure continues to grow—I will deal 
with that in a minute—growth in revenue goes down to virtually zero. Despite the fact that this government 
continues to tax the people of Western Australia at a level that has never been seen before, because it is the 
highest taxing state in the country and has highest taxes in the history of Western Australia, revenue growth will 
be significantly outstripped by expenditure growth. This chart, in a way that so few pieces of information can, 
defines the boom in Western Australia and the lost opportunities that have been wasted by the Carpenter Labor 
government.  

Mr M.P. Whitely interjected. 

Dr S.C. THOMAS: I will come back to the member for Bassendean.  

This is not the boom for the mining sector and not the boom for the private sector. It is not to say that the state 
will not still make money out of iron ore, natural gas, petroleum, nickel or any other metal, because the mining 
boom will continue. The individuals involved in those industries will still do very well and they will still invest 
well. My advice to people is to invest in natural gas because I think its value will continue to skyrocket. The 
private sector will continue to do extremely well in the state of Western Australia. However, what will change is 
the fiscal economy; that is, the economy as defined by the expenditure and revenue of the state government of 
Western Australia. That is about to change because the boom that is being blown is not the private boom that 
companies like BHP Billiton, Rio Tinto and Woodside are experiencing, but the boom that should have come for 
government services and government capital works that would define Western Australia and set it up for a 
generation to come. That is the boom that has been wasted, and what I have in my hand is the graphical 
representation of the Labor government’s wasting of the boom.  

Mr M.P. Whitely: It is reflecting an implementation lag. 

Dr S.C. THOMAS: An implementation lag! The implementation lag has nothing to do with the actions of the 
Carpenter Labor government. That is the problem. The implementation lag, at that stage, was probably the 
implementation of the Carpenter Labor government because there were no policies. 

Mr M.P. Whitely: It is the nature of revenue and the nature of expenditure.  

Dr S.C. THOMAS: It is not the nature of them; it is the nature of the Labor government’s inability to control its 
expenditure, which I will come to later because I have yet to get to that.  

Mr M.P. Whitely: Revenue response is automatic; expenditure response is discretionary — 

Dr S.C. THOMAS: Revenue in this state has come from taxation and mining royalties, which have grown, and 
commonwealth grants, which to some degree have grown. However, the opportunity has been squandered. 
Expenses are not related to that activity but the government’s inability to control them.  

This chart shows the definition of the boom, as wasted by the Carpenter government. This section is of concern, 
because we start to see revenue shrink. That is probably one of the major concerns. While on the subject of the 
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chart, I remind members of the question that I asked the government yesterday, which was: how much can we 
trust the Carpenter government to be able to continue to put downward pressure on expenses? It becomes a 
critical part of the argument. How much can we trust the Carpenter government, because it knows it will have a 
reduction in revenue growth to virtually a standstill because of the pay-off? Again, there are two ways in which 
to deal with this. Can the government put downward pressure on expenditure? Of course, the forward projections 
are that the Carpenter government will put downward pressure on the expenditure at least until 2011, when it 
might start to creep back slightly. The Carpenter government’s version is that, yes, revenue will start to dry up 
for the government and certainly there will be no additional growth, but the government will deal with that by 
driving down expenditure. The question I asked yesterday related to the previous budget of 2005-06. The then 
Gallop government predictions were that expenditure growth would be 4.1 per cent for 2005-06, and over the 
following three years, 2.8 per cent, 4.1 per cent and 2.1 per cent. The government said that it could restrict its 
expenditure growth at the end of the boom to 2.8 per cent, 4.1 per cent, and 2.1 per cent. It follows a trend. The 
government said that it could put downward pressure on expenses so that they would be as reflected in this chart. 
In reality, what is it? In reality it is the red line at the top of the chart. The reality is that in that year growth was 
8.9 per cent, and the forward estimates were 9.2 per cent and for 2008-09, 7.2 per cent. Although the Labor 
government said it could drive expenses growth to that level, in fact it was unable to make serious impacts on it 
and it grew to the level shown on the chart. Here we sit in the year 2007-08. The Carpenter government has said 
that it would be able to drive expenditure growth down from eight per cent to four per cent, and that it would 
halve expenditure growth and that we should trust it because it is the Labor Party. The Labor Party said that it 
has not been able to do it previously but we should trust it because it will drive down expenditure growth. What 
an absolute furphy!  

What will be the outcome of this process of declining revenues and expenses, which the government says that it 
controls but which we know in reality it has absolutely no control over? Naturally, we will see a decline in 
surpluses. The chart I have here is drawn directly from the budget papers. This other chart accurately and truly 
reflects the boom, the fiscal economy in Western Australia and the fact that the Carpenter Labor government is 
in the process of blowing the boom. These two charts go extremely well together—the boom period, as reflected 
in massive revenue growth, and, sitting on this side, expenditure growth, which was unable to keep up during 
that period, starts to reflect in the massive increases in budget surpluses sitting in that same period. With the 
decline in revenue growth and the halving of expenditure growth—which is optimistically low—we can see that 
start to disappear at the other end of the chart I am holding; that is, it disappears at the end, which defines the 
fiscal boom for the government of Western Australia, thus defining the end of the fiscal boom in Western 
Australia. Once again this is graphic demonstration that the Carpenter Labor government is blowing the boom. A 
good question to ask is: why is the Carpenter Labor government blowing the boom? What would be the 
expectation if, for example, we wanted to extend revenues and therefore the boom? The issue we all face is how 
we drag the state of Western Australia into an extended boom? Where are the investment priorities that will 
extend the fiscal boom—not the mining boom, because that is a separate argument—for the state of Western 
Australia? Where is the investment in people and infrastructure that will extend the fiscal boom and result in 
increased production and royalties; an expansion that in turn will allow us to invest and reinvest?  

One place that investment should occur is in the regions of Western Australia, because most regions drive not 
only the mining and economic boom that Western Australia enjoys, but also the fiscal boom. To extend the 
boom, the government will have to invest in those things that will extend and expand the regions; something it 
has failed to do. I suspect that it will continue to get worse rather than get better, because this is not only the last 
of the budgets that demonstrates that the Carpenter Labor government is blowing the boom, but also one of the 
first budgets to demonstrate the one vote, one value priorities of Labor. The Carpenter government and the 
Treasurer have presented us with the last of the boom-blowing budgets and the first of the one vote, one value 
budgets! One of the reasons Western Australia’s fiscal boom is under threat is insufficient investment in the 
infrastructure needed to drive the economy of Western Australia far into the future. That is the shameful legacy 
that this house will leave the future leaders of Western Australia. This government is literally squandering a 
once-in-a-generation opportunity. It is squandering a once-in-a-generation fiscal boom. 

Before we move from taxation and general revenue to the general expenditure side of the books, I show a chart 
that is a good indication of the various areas of growth in taxation under the Carpenter Labor government. In this 
term of government, stamp duty on conveyances has increased a massive 270 per cent—we can take off a few 
per cent for the latest round of budget cuts—and stamp duty on licensed vehicles has increased a modest 140 per 
cent. Payroll tax has increased a quite stingy 90-odd per cent over that seven to eight-year period, and land tax is 
down. Taxation on insurance went up only about 50 per cent. The government’s own chart clearly demonstrates 
that the government continues to get its money from the only area in which revenue has significantly increased—
taxation revenue. 
I raise a couple more issues about the revenue component of the budget. The loss of the GST revenue stream is a 
significant issue that faces the state of Western Australia. For many years—probably the majority of its history—
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Western Australia has been known as a mendicant state and a net recipient of commonwealth government 
largesse on the basis that it was difficult to provide services in the struggling colony. There has been long history 
of that; however, there have been a few times in our history when Western Australia, because of its vast areas 
and natural resources, has managed to outstrip the rest of the Australian states and when wise governments 
invested in the regions that I mentioned are drivers of the state economy and the future wealth and growth of 
Western Australia. 

There have been two major periods of such growth; first, the 1960s, born on the back of the work of Sir Charles 
Court, and, second, the early 2000s. I suspect that the then Gallop and now Carpenter Labor governments would 
like to take credit for the latter, but that growth was probably as much to do with the population explosion in 
China as with anything else. However, it was supported by the work of the previous Richard Court government, 
to the benefit of the Gallop government that succeeded it. They are the two major periods when Western 
Australia has boomed fiscally. I suspect that we will look back at the 1960s boom, very much led and enhanced 
by the work of Sir Charles Court and — 

Mr M.P. Whitely: Sorry; I know that you were not here at the time, but the member for Cottesloe, who was 
your leader at the time, was not predicting great things coming out of the era of Richard Court; actually, he was 
telling us that it was all doom and gloom! He was telling us that there was an economic crisis. Now, eight years 
after the event, you are describing a success to which your own leader did not subscribe to at the time. He 
thought we were all headed towards doom and gloom. He said that we would struggle to produce budget 
surpluses. 

Dr S.C. THOMAS: Did Richard Court go to Japan and sell natural gas? Did Richard Court lead the way selling 
natural gas to Japan and China? Richard Court did a significant amount of work and — 

Mr M.P. Whitely: Was the member for Cottesloe wrong? 

Dr S.C. THOMAS: Member for Bassendean, the point is that although the fiscal rewards for the work done by 
Premier Richard Court had not yet come to fulfilment, the groundwork was done by his government, and the 
Gallop Labor government managed to reap some of the rewards of that groundwork. Obviously, Richard Court 
was not entirely responsible; he did not make the boom in China happen. As much as some people might like 
Richard, nobody is capable of managing that! However, the previous Liberal government contributed to some of 
the regional wealth-building that has set up the state of Western Australia. 

Was the member for Bassendean not sitting in the correct seat before? 

Mr M.P. Whitely: No, I was. 

Mr P. Papalia: He was, but he has moved. He is not interjecting now. 

Dr S.C. THOMAS: Which is the member’s correct seat? Is the member for Bassendean in his correct seat now? 

Mr M.P. Whitely: If I go back to the seat to answer, it will be a different answer from the one I gave before! I 
can understand the member’s confusion. 

Mr J.H.D. Day: Member for Capel, don’t overlook the period of economic growth that occurred in the 1890s. 

Dr S.C. THOMAS: The member is correct about the 1890 gold rushes. However, I am afraid I will have to 
overlook that period, member for Darling Range, because I do not have a graph detailing the gold rush! My 
apologies, Mr Acting Speaker, I have been neglectful and missed a period of economic boom.  

To demonstrate a future problem facing Western Australia, I again refer to the budget papers, which recognise 
that Western Australia’s GST share will continue to decline. The Treasurer talks fairly frequently about that 
decline. He often says that Western Australia has a problem with declining levels in both grants and GST 
revenues. It is written repeatedly in the budget papers. I agree with the Treasurer. Western Australia does and 
will continue the GST grant struggle. Again, this is merely a reflection of our booming economy—that is, the 
general economy and not necessarily the fiscal economy. The general economy continues to do well.  

A member interjected. 

Dr S.C. THOMAS: I am glad the member raised the negotiations, because I am coming to them. 

Several members interjected. 

Dr S.C. THOMAS: I am getting to that. Members are engaging in debate, which is good; however, they are pre-
empting me and I ask that they let me get to my point at the appropriate time. 
I agree with the Treasurer that the reduction in GST grants is a significant problem for the state of Western 
Australia. This problem reflects the fact that the Carpenter Labor government is blowing the government fiscal 
boom in Western Australia. While the economy of Western Australia, which relates to the mining sector, 
domestic consumption and all those areas, will continue to do well, the fiscal economy, the economy of the state 



Extract from Hansard 
[ASSEMBLY - Wednesday, 14 May 2008] 

 p2977b-2984a 
Dr Steve Thomas 

 [7] 

government, will struggle with declining revenues in relation to expenditure. The GST situation will get worse 
because when the commonwealth government starts to apportion GST revenues, the Commonwealth Grants 
Commission process does not take into account the mismanagement of the fiscal economy by a state 
government. The Commonwealth Grants Commission will start to make assumptions that because the economy 
of Western Australia continues to boom—which means the Western Australian government should be able to 
manage that economy for the good of the people—the GST revenue for the state of Western Australia will 
continue to decline far beyond the emergence of the financial problems inflicted upon this state by the Carpenter 
Labor government. Therefore, the general economy will drive down the GST payments for years to come at a 
time when the Carpenter Labor government’s expenditure will mean that we are in significant strife. It will drive 
up debt levels, start to increase repayments and start to have an impact upon all sorts of levels and potentially 
threaten our AAA credit rating. I will return to the AAA credit rating later because it is an interesting 
component.  

The decline of GST revenue is a significant problem. I was a little disappointed, but this is second-hand 
information from somebody else. However, I think we need to look at some sort of renegotiation of the GST 
sharing arrangements between the state and the commonwealth. The Treasurer and I agree that maybe some 
other form of GST arrangement is required or, at the very least, the commonwealth needs to recognise that the 
drivers of the GST revenue that it receives is not the fiscal economy of the government of Western Australia, but 
the general economy as it relates to the mining boom in Western Australia. If the commonwealth government 
were to recognise that, it could start to look at things that will drive the economy forward without impinging 
upon the fiscal economy of the state. One way in which we could do that is to invest in infrastructure, which 
would drive those major resource centres forward.  

I note with interest that the Rudd Labor government federally has announced an infrastructure fund of, I think, 
$22 billion. The numbers vary depending on which report we read. I presume the $22 billion will be set aside 
and invested, and the money generated from that revenue will actually be spent on infrastructure, rather than the 
$22 billion. It is quite a clever move on the federal government’s part; it is a move that John Howard has used 
and one that Kevin Rudd has now used. If that is the case, it is very much along the lines of the proposal for a 
futures fund that the member for Darling Range has promoted around the state of Western Australia. Therefore, 
this infrastructure fund does not represent a new agenda. If the commonwealth government wants to drive its 
revenues forward, it needs to look at the GST component and decide whether to change the way GST is 
calculated. However, the commonwealth government might want to retain control—nearly every level of 
government wants to retain control—despite the fact that we are supposed to have new federalism. New 
federalism means we are really chummy until we need to make the government look bad for an electoral gain 
and then we will kick it off, so people never trust that as far as they can carry it for the most part. There are two 
ways the commonwealth can increase its revenue; it can rejig the GST arrangement or it can invest in 
infrastructure.  

I was a bit disappointed when I looked at the Commonwealth Grants Commission’s “2010 Review of State 
Revenue Sharing Relativities: Progress report to the Ministerial Council for Commonwealth-State Financial 
Relations, 2007”. Paragraph 30 on page 10 of the report stated, in part — 

Because of the recent criticisms, we also asked States if there was interest in implementing any change 
in this area — 

That is, the commonwealth grants funding model — 

before the 2010 Review. There was unanimous support for maintaining the current methods including 
the process of basing relativities on five-year averages, at least until 2010.  

Now, 2010 really is not a long way away, but I would have thought that the state of Western Australia would 
have taken any opportunity it had to push for changes in the method by which the GST is calculated, even if it is 
only a pressure point, so that we could put some pressure on and start to put forward other proposals that might 
relate to spending on infrastructure. Any opportunity the state of Western Australia had to put pressure on that, I 
think, should have been taken and I am a bit sad that that opportunity has generally been lost. I hope that we will 
re-examine that. 

Mr P. Papalia: What year was that—2002? 

Dr S.C. THOMAS: No, it is the 2010 review; basically, in 2007 the Commonwealth Grants Commission asked 
whether everybody was happy with the current arrangement until 2010 and apparently every state said yes. I 
think we lost an opportunity to make an impact on the GST arrangements. 

Returning to the two steps, we have examined in some detail the revenue received by the state of Western 
Australia and the growth of taxation—the embarrassing level of taxation that this government has enjoyed and 
the people of Western Australia have endured. Let us look at fiscal expenditure. The government of Western 
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Australia continues to spend at a level that shows no sign of abating. The growth of expenditure in Western 
Australia continues at a level, which shows no sign of dropping off, particularly when we consider the Carpenter 
government’s expectation to drop expenditure growth. Three years ago the government said it would drop 
expenditure to 4.1 per cent, 2.8 per cent and 4.1 per cent and realised 8.9 per cent, 9.2 per cent and 7.7 per cent. 
We cannot take the government’s figures too seriously when it says it will restrict expenditure. Therefore, this 
chart that I am holding of expenditure growth under the current Labor government will probably get worse rather 
than better. Again, this demonstrates the same problem that, despite high taxation levels, overall revenue starts to 
flatten out for a number of reasons and expenditure continues to climb. That is, again, the definition of “the 
blowing of the boom”. The result of that will naturally be an increase in public debt. The red line on the chart I 
am holding is the government’s self-imposed cap of 47 per cent net debt to revenue ratio. Of course, the 
government starts to move into the forward years because of its inability to control its own expenditure and its 
flattening revenue component. Naturally, the government has only two options when it starts to have a flattening 
of or no growth in revenue. One is to reduce expenditure, which the Carpenter Labor government seems 
incapable of doing, and the other is to go further into debt. That is what this government will do. It will increase 
the debt on all Western Australians from $3 billion to $4.7 billion in the coming year and out into the forward 
projected years, 2011-12, to more than $11 billion. That raises a number of levels — 

A government member interjected. 

Dr S.C. THOMAS: I will take the member’s question in a minute but we will keep going for a bit.  

The increase in debt raises a number of significant issues. The first issue is: how much does the capital works 
budget need to blow out by for the government to do one of two things? The first option is that the government 
will have to spend more money on its capital works program, which we know can only come through debt, and 
blow its self-appointed cap of 47 per cent on the net debt to revenue ratio. That will happen if the government 
continues to blow out major, or even minor, public works. The second option, and it is probably the far more 
likely option, is that this proposed capital works program, which is a 10-year long $26 billion program, will be 
extended over time. I think we will discover at some point that because the government cannot control its 
expenditure—but I do not think this government plans to move over its 47 per cent net debt to revenue ratio 
cap—projects that needed to come online will start to be extended out. That is the most likely outcome of this 
process because what is the average blow-out of a major project in the state of Western Australia under the 
Labor government?  

I will give a few examples. The cost of the Perth-Mandurah railway blew out by 40 per cent, I think. I will not 
use the Office of Shared Services as an example because I think that cost has blown out by 400 per cent, and it is 
climbing. 

Mr J.N. Hyde interjected. 

Dr S.C. THOMAS: I will speak to the member about that afterwards. I cannot even hear the member’s question. 
I am happy to take it after question time, member for Perth. 

Debate interrupted, pursuant to standing orders. 

[Continued on page 2994.] 
 


