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GOODS AND SERVICES TAX REVENUE DISTRIBUTION 

Motion 

MR B.J. GRYLLS (Central Wheatbelt — Leader of the National Party) [3.55 pm]: I will read out the 
motion that I am about to move because I think it is important for those who have not followed the notice paper 
to hear. I move — 

That the house — 

(1) notes that GST revenues are distributed to the states and territories in accordance with a 
formula driven by horizontal fiscal equalisation principles and legislated for in the Federal 
Financial Relations Act 2009 (Cwth); 

(2) notes that for 2010–11 Western Australia received just 68 per cent of what it would have 
received if GST revenue were distributed across Australia on a per capita basis—the lowest 
relativity applied to any state since the formula was introduced; 

(3) notes that every other state and territory, by contrast, received not less than 91 per cent of what 
it would have received if GST revenue was distributed equally across Australia; 

(4) calls on the federal government to amend the act to stipulate a minimum GST revenue–sharing 
relativity of 75 per cent, which would allow continuing respect for the principles of horizontal 
fiscal equalisation, but with proper recognition for population and without Western Australia 
being unfairly penalised for its disproportionate contribution to our national economic 
prosperity; and  

(5) calls on federal members of Parliament to support the private member’s motion as moved by 
Mr Tony Crook, MP, member for O’Connor, in relation to a fairer GST distribution.  

I thank the Leader of the House for the opportunity to debate this motion this afternoon. It is important that we 
debate this motion, because it is an opportunity for the Western Australian Parliament to send a clear message to 
the federal Parliament about the importance of this issue. I think that no-one would disagree that this is the most 
critical issue facing Western Australia, Western Australia’s economic prosperity and the nation’s economic 
prosperity. 

In two weeks, this exact motion will be before the federal Parliament. This exact motion will be voted on by the 
federal Parliament in the next two weeks—in the last sitting week of federal Parliament. I think this is a unique 
opportunity for the Western Australian Parliament to give some direction and guidance to our representatives in 
the federal Parliament and to the federal Parliament in general. The commonwealth government needs to 
understand how pivotal this issue is for the economic and fiscal future of the nation. Western Australia drives the 
national economy, but the burden of providing the crucial infrastructure to support this expansion is exhausting 
the state’s capacity. I think that we saw that in opposition commentary about our last budget when the opposition 
made note of our net debt level. However, that net debt is building the infrastructure that will provide the 
prosperity of the nation, and it is absolutely vital that we can continue to do just that. 

The Western Australian government and the Western Australian taxpayer are bearing an unfair burden in 
providing the crucial infrastructure to support the expansion of the nation. The state government is doing an 
unfair share in bringing capital investment from the private sector into the Pilbara, in particular, where we are 
doing an enormous amount of work building the infrastructure to allow for the expansion of the resource sector. 
However, we need assistance from Canberra to do that, and the best way for that to happen is for a floor to be put 
in the GST.  

I refer to the Western Australian Treasurer’s budget speech on 19 May, which I think was the most important 
statement of economic intent by a Treasurer in my time in this Parliament since 2001. It was a watershed 
moment when at last a Western Australian Treasurer placed on the public record the challenges that we face 
leading into this economic expansion. The Treasurer said — 

… this is the economic fight of the state’s life — 

… 

What we reasonably anticipate is that in 2013–14 the — 

Commonwealth Grants Commission — 

… will have brought in a new GST system. We expect it will produce a floor of about 75 per cent of our 
population share of the GST. Therefore we expect extra revenue of $1.8billion in 2013–14 and 
$2.5billion in 2014–15. These amounts will allow for reduced borrowings and will be used to 
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progressively reduce existing debt to less than $18billion while maintaining strong infrastructure 
investment. 

If that change does not occur in that year, the State Government will then have no choice but to wind 
back infrastructure investment to decrease debt. 

It is a very clear statement from the Western Australian Treasurer that without that floor in the GST, we will 
have no choice but to wind back infrastructure investment. The nation’s economy needs Western Australia to 
ramp up its economic investment because that will lead to an increase in exports, which is what makes our 
nation’s economy strong, but the current GST formula will see revenue to the Western Australian government 
decrease and our ability to stimulate private sector investment diminish. We need to bring Oakajee and Anketell 
to fruition. We need to make Port Hedland the biggest by tonnage export port in the world, followed closely by 
Cape Lambert, Dampier and Cape Preston, where expansions are all underway. We need Chevron’s Gorgon and 
Wheatstone projects to come online and Woodside’s Browse project under construction to facilitate the 
expansion of the Bunbury, Albany and Esperance ports, which are all planning those expansions as we speak.  

Under the current GST formula, the commonwealth government redistributes our infrastructure budget to other 
states. There is a very real possibility that the money that should be used for those nation-building projects will 
be spent on projects such as light rail in Tasmania. That is exactly what is occurring; Western Australia’s 
infrastructure budget is being redistributed to the other states and they are using that money to build their 
infrastructure — 

Mr C.C. Porter: Airports in Canberra! 

Mr B.J. GRYLLS: I am not quite sure that it is being used for economic infrastructure, though. I would have 
thought that the Oakajee and Anketell ports were economic infrastructure. The expansion of Port Hedland is 
economic infrastructure. I do not think that light rail across the eastern seaboard built at the behest of the Greens 
is economic infrastructure that drives the nation’s economy, reduces the nation’s debt and allows us to look 
forward to a prosperous future. Without a floor in the state’s GST revenue, it will be too hard for the state alone 
to build the economic drivers, such as the Port Link project, that will hub economic activity out of Kalgoorlie 
and deliver a direct route from the eastern seaboard to the Pilbara region, and the power and water supplies that 
allow ports, communities and businesses to expand. It is also very important that the commonwealth understands 
that the Western Australian government will build not only ports but also the communities around them. The 
Premier said in Business News on 17 March this year — 

“We will not in this state allow major projects to develop unless we can match them with the 
appropriate housing, healthcare and schools for communities,” 

At last the Western Australian government is saying that it is about not only building the port but also the 
community that supports the port, which is exactly what we are doing with our Pilbara Cities vision for the 
future. Western Australia is playing our role; we have our infrastructure investment going into economic 
infrastructure. We merely ask that the commonwealth allows us to continue doing that. We have had good 
examples of this, but unfortunately those examples seem to be a long way in the past. These include projects 
such as Oakajee, for which the commonwealth put its investment on the table, and the Ord, for which the 
commonwealth government matched the state’s investment to allow that economic infrastructure to be built. 
Those sorts of projects should be happening time and again in Western Australia. The partnership between the 
Premier and Prime Minister Rudd allowed those projects to happen, but what has happened in the past 
two years? Nothing. At the time that the nation’s prosperity requires a partnership between the commonwealth 
and the state, that has not happened and I instead refer to a partnership that happened three years ago. How can it 
be that a state government budget of $25 billion a year can invest more than $1 billion in our Pilbara Cities 
project, but a federal budget of $350 billion cannot match that contribution? How can it be that we cannot get the 
commonwealth to the table to match that funding for the Pilbara, which is the economic powerhouse of the 
nation? Our state is making that contribution and it is time for the commonwealth to do that. The commonwealth 
can do that by agreeing to the floor in the GST. 

Western Australian taxpayers have invested in the facilitation of the Browse, Gorgon and Wheatstone projects. 
We have settled native title claims, built the community infrastructure and got those projects to the final 
investment decision stage, but the revenue stream will be collected by the commonwealth. Western Australian 
taxpayers have done the work and facilitated those projects, but the revenue stream flows to the commonwealth. 
If the commonwealth keeps distributing that revenue under the current formula, something has to break. Western 
Australian taxpayers are paying the bills and the commonwealth is picking up the cheque. That is the best 
business model I have ever heard—outsource all the expenses and collect all the revenue! This has to change and 
the motion before the federal Parliament in two weeks allows for that to happen.  
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The Western Australian government needs this revenue in its forward estimates to plan for these massive 
infrastructure projects. We cannot build a power station with grants; we need the money in the forward estimates 
four years in advance to start the planning, knowing that that project can be completed in four years’ time. We 
cannot apply for a grant to build a new power station or a new water supply in the Pilbara; we need that money 
in our forward estimates to allow our agencies and our government to plan for that. The minerals resource rent 
tax is not a solution to this problem. It is being put forward as a solution, but it is not a solution. MRRT revenue 
has already been allocated to an increase in superannuation and a decrease in the company tax rate; it has not 
been allocated to building the economic infrastructure that will allow this state to expand. The commonwealth 
government has talked about the commitment of a $2 billion fund over 10 years to Western Australia—
$200 million a year. That would not build one berth at a port in the Pilbara. The MRRT is not the solution to 
Western Australia’s infrastructure needs and the commonwealth knows it. The MRRT is about redistributing the 
benefits of the mining sector, not building it. The commonwealth has made that crystal clear. A real pattern is 
emerging: the GST is redistributed to the weaker states; the MRRT is redistributed to the weaker areas of the 
economy. This clear pattern is anti–Western Australian because we have a strong economy and a strong state. That 
is why those revenues are being redistributed away from us. It is not good business sense to starve the best profit-
making division of a business and invest all its capacity into the most underperforming division. No business 
would do that; it would invest in the area performing best. The commonwealth has the opportunity to do that.  

Other members want to speak. I think that this is the most important issue facing Western Australia. It would be 
nice to think that the commonwealth rated this as an important issue facing the nation and it has the opportunity 
to show us. In two weeks the federal government gets to vote and we will call on members to support that 75 per 
cent floor in the GST. In this Parliament today, Liberal, Labor, National and Independent members of the 
Western Australian Parliament have the opportunity to send a clear message to the commonwealth that if the 
nation is to grow, the GST floor has to be put in place. I commend this motion to the house.  

MR C.C. PORTER (Bateman — Treasurer) [4.08 pm]: Well done to the Nationals for bringing this motion 
on and congratulations to everyone for supporting this motion, as I understand they will, and good luck to Tony 
Crook in his motion in federal Parliament. 

This problem is immense. Conceptually it is measured like this: for every dollar that we or our constituents, as 
Western Australians, pay in GST, a certain percentage of that dollar is returned to the state in the form of GST 
grant money. I have learnt that one way to lose an audience straightaway is to try to explain the formula pursuant 
to which that occurs. It is impossible — 

Mr E.S. Ripper: It’s not the only lesson you’ve learnt! 

Mr C.C. PORTER: To be fair, there have been a couple! I can try to do it privately, but the only possible 
succinct summary of that formula is that the more money we earn in royalties, the less we get back in GST. If 
money is earned from poker machines, it does not create a deduction in GST revenue. Imagine a system that 
penalises a state for raising productive revenue and rewards a state for raising revenue based on something that 
destroys people’s lives. It is unbelievably bizarre. 

Mr J.E. McGrath interjected. 

Mr C.C. PORTER: I know the member loves the pokies, but there we go! 

At the moment we think we will get WA down to 33 per cent of our population share—so, if we like, 33c in the 
dollar. Measured over that period of time, which is from 2010–11 to 2014–15, it represents a donation in our 
GST moneys of $12.3 billion—that is, twelve-thousand, three-hundred million dollars. No economy can survive 
that level of donation and wealth distribution, let alone, perhaps the most capital-intensive economy on earth. 
The capital that we need to expend some of $12.3 billion on is the capital that generates the wealth in the first 
place. To show some of the unbelievably bizarre outcomes of the system, that means that in 2014–15, Victoria 
will generate $50 million in royalties; that is how much money Victoria will earn in royalties—Victorian 
royalties. Victoria will receive the equivalent of $3 billion in royalty income after the GST distribution; it will 
receive $3 billion having generated $50 million. In 2014–15, WA will generate about $6.7 billion in mining 
royalties, but keep only $1.2 billion after the GST redistribution. That means that in 2014–15, Victoria will 
generate more than $8 per capita in royalties and keep $500; WA will generate $2 650 per capita, and get back 
less than $480 per capita in royalties.  

It is a bizarre system. What makes it even stranger is that Victoria is itself heading down the path of being one of 
the major donor states. What a dreadful merry-go-round of comings and goings of money that no-one really 
understands. The big problem here is the nature of the principle. Horizontal fiscal equalisation says, in general 
terms, that less financially well-off states should have wealth transferred to them from the more financially well-
off states. That is not a principle I think any Australian has a fundamental quarry with. That principle is 
important to creating a unifying force in the Federation—when it is not too extreme. However, the horizontal 



Extract from Hansard 
[ASSEMBLY — Thursday, 10 November 2011] 

 p9392b-9403a 
Mr Brendon Grylls; Mr Christian Porter; Mr Eric Ripper; Mr Mark McGowan; Mr Bill Johnston 

 [4] 

fiscal equalisation principle is in itself an absolute principle. It says that all revenue above some nominally noted 
average revenue for a state should be redistributed away to the other states. Can we imagine if people tried to 
employ that kind of principle with personal income tax—that all income generated over some kind of average 
would be distributed to all those people earning less than the average? That has always been the HFE principle 
and it has always been a principle that in itself is too extreme in its configuration. But up until the GST came into 
play it did not matter, because the mechanism by which that principle was given life became a pool of GST 
moneys. Previously, the only moneys that gave life to that very extreme principle of HFE were from the 
occasional grants system. Then the GST moneys came online. That meant that in 1999–2000, the pool of GST 
moneys available to redistribute to try to give life to the idea of horizontal fiscal equalisation was $45 billion. 
That was $28 billion more than, or nearly three times, the amount the Commonwealth Grants Commission 
oversaw 10 years prior to that. Therefore, we have this quite extreme principle that previously did not have much 
money available to be redistributed. The GST comes online, and there is a massive pile of money for 
redistribution. I know that the Leader of the Opposition has made statements about who did or did not sign on to 
that agreement, and I take his point. I was not in this place around that time. It appears to me quite simply there 
were not extremes in revenue generation during that period, and no-one anticipated what is happening now. To 
get the GST over the line and for any states to get any kind of revenue, they all had to agree on some kind of 
distribution, and they simply said, “Let’s do it like we’ve always done it—through HFE.” No-one foresaw what 
would happen; namely, at the same time that a massive pool of money was available to give life to the notion of 
perfect horizontal fiscal equalisation, coincidentally there were the greatest differences in revenue that have ever 
occurred in the Australian Federation.  

Dr M.D. Nahan: By a large margin. 

Mr C.C. PORTER: By a massive margin—and that has been an explosive mix. When I recently debated the 
Tasmanian Premier and Treasurer, Hon Lara Giddings, on radio, she said it was unfair that WA is now 
complaining, because previously it was a recipient state—and we were. However, no state in the history of HFE 
that has either been a recipient or a donor has received or given to anything like the scale that is happening at the 
moment or that will occur in several years. The reason the commonwealth government has brought the Brumby 
committee into existence is that it realises that the one overarching merit to the HFE and the Commonwealth 
Grants Commission system is that it was a unifying process. By reasonably evening out financial unevenness 
between the states and territories, it created a unifying glue for the Federation—I think “glue” was the word that 
Ken Henry used. But the single greatest merit of the Commonwealth Grants Commission system has now 
evaporated. Oddly enough, the Commonwealth Grants Commission was put in place in the 1930s as a 
response — 

Mr M.P. Whitely: You commented earlier that never to this extent has there been cross-subsidisation the way it 
is now. Do you have that in terms of percentages of state revenue? 

Mr C.C. PORTER: I do not have them on me, but those figures are available. That is obviously in terms of the 
percentage of the size of a state economy and incoming revenue. 

Mr M.P. Whitely: So it is in percentage terms; it is not in absolute dollar terms.  

Mr C.C. PORTER: Well, no, if the member compared 19 — 

Mr M.P. Whitely: So it is in percentage terms. 

Mr C.C. PORTER: It is absolutely in percentages, but the difference is now that the percentage of revenue that 
Western Australia brings in and donates is so far and away larger than the next largest donation from a state 
during the next largest period of donation that it is incompatible. 

Mr M.P. Whitely: What are they? 

Mr C.C. PORTER: I do not have that figure here; I will get it for the member and we can discuss it at leisure, 
but that data exists.  

The point is that the Brumby committee has been brought into being because something has to change; 
otherwise, the Federation glue will start to come unstuck. It is ironic that the Commonwealth Grants 
Commission was created in the 1930s as a means of placating Western Australia, which at the time wanted to 
secede. Ironically, now, over 70 years later, probably the most disruptive, corrosive influence on the Federation 
is that the swings and roundabouts of the system are so great. Therefore, there is this bizarre set of circumstances 
of a very absolutist principle, a massive pool of money being able to be used to give life to that principle, at 
exactly the same time that we have high revenue differences in terms of historical comparisons between the 
states. This is what the grants commission states — 
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Without external intervention … State Budget outcomes would diverge, forcing States with weaker 
financial positions to reduce services and/or raise additional revenue. Experience elsewhere suggests 
that, in response, people either relocate or exert political pressure for some equalisation of services.  

That does not make perfect sense to me as a rationale. What is the matter with any one state trying to raise extra 
revenue by growing its economy? Surely that is what states exist to do. Conversely, if we take away the revenue 
of those states that grow their economies, what incentive exists for those states to grow their economies in the 
first place and then share that wealth? The one message that is getting through to Treasurers and Premiers of 
other states is that this is not a zero-sum game. If WA raises $100 million worth of revenue and shares 
65 per cent of it, that is quite good. If we raise $400 million worth of revenue, and share 35 per cent of that, it is 
better. The one thing preventing this state from making that quantum leap from the $100 million to the 
$400 million comparative mark is that we are starved of the funds for infrastructure to dismantle the bottlenecks 
and get on with the business of earning money that we can then distribute at a fair rate across the Federation. 
People are now starting to cotton on to this idea. My chief of staff recently escorted the GST review committee 
chair, John Brumby, on a tour of the north west of the state. Apparently that was a very productive tour. Very 
interestingly, John Brumby wrote a great article in The Sydney Morning Herald on 7 November and in arguing 
against sovereign wealth funds, which is a different issue, made the point that right here and right now Australia 
needs massive investment in infrastructure—educational infrastructure and hard infrastructure such as ports, road 
and rail, the things that actually generate wealth and allow continuous growth of the economy. Heaven forbid 
this idea of the Commonwealth Grants Commission that experience elsewhere suggests that, in response to 
inequality, people relocate. What an amazing thing is the idea that we do not have enough horizontal labour 
market mobility. Leader of the Opposition, I sat that through the federal tax summit, and I do not expect anyone 
to feel sorry for me — 

Mr E.S. Ripper: I think I agree with the comment you are about to make. 

Mr C.C. PORTER: The federal tax summit was two days of talking about how we can transfer wealth from 
here and from this industry, which is doing well, to this geographic location and to this industry that is not doing 
well. That was the consuming topic of conversation. It first of all presumes that wealth can be transferred from a 
growing sector and a sector in decline can be improved. The decline in the manufacturing sector was caused by a 
variety of very complicated issues. It may be that we simply cannot help that sector by dragging wealth out of 
this sector, and how do we do that without damaging the growth sector? It crowds out the conversation about 
why it might not be the case that it is desirable to move labour from depressed areas to growth areas. That 
conversation just did not occur. No-one was interested in it, which is another sad side effect. If that, in brief 
summary, is the problem, what are the three consequences of that problem? The present Commonwealth Grants 
Commission expression of the HFE principle causes massive incentive for inaction. The CommSec “State of the 
States” report—not the last one but the one before that—nominated the Australian Capital Territory as the 
outstanding Australian economy. I have been to Canberra and it is a lovely place, but how is — 

Mr E.S. Ripper: Built with our money! 

Mr C.C. PORTER: Exactly! How is a coffee shop economy the outstanding Australian economy? Because it is 
built with our money—money that could have been spent here on infrastructure to generate more money to share 
at a more reasonable rate, which would still have created a net benefit. For anyone who has not walked through 
the new Canberra airport, it is a marvellous place. 

Mr W.J. Johnston: Privately funded. 

Mr C.C. PORTER: Indeed—well, privately built. The money is — 

Mr W.J. Johnston: Privately funded. 

Mr C.C. PORTER: No; it is not privately funded. 

Mr W.J. Johnston: Yes, it is. 

Mr C.C. PORTER: Who funded it? 

Mr W.J. Johnston: The Satwell group—the bloke who owns it. 

Mr C.C. PORTER: But it is charging for its use. It is making money out of it. 

Mr W.J. Johnston: Yes. 

Mr C.C. PORTER: Of course. 

Our money, from this state, is being pumped into the ACT and other places—the Leader of the Nationals 
mentioned Tasmania—to build infrastructure in those jurisdictions. Some proportion of our money should be 
used to do that, but not this extraordinarily large amount. We are ready, willing and able to pay for infrastructure 
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in other jurisdictions and use some of our wealth to do that, but there has to be a balance to that. The idea that we 
would lose up to 70 per cent of our GST receipts to do that is bizarre. A recent editorial in The Australian 
Financial Review stated that HFE — 

… encourages states eager for a larger slice of the GST pie to highlight their disabilities in raising 
revenue and delivering services and discourages them from doing better. 

And that absolutely nails the problem. 

The second issue is that it creates a disincentive for growth. It is often argued that states have an incentive to put 
together a large project—whether that is the Olympic Dam project or the North West Shelf project—in any 
event, irrespective of how much of the royalty money is taken away from them because it creates domestic 
employment, and so forth and so on. There is truth to that—no doubt. Over the long run, the effect on state 
government policy is corrosive when governments on both sides of politics experience the very difficult process 
of putting together a massive project—including building the road, the rail, the desalination—and entering into a 
take-or-pay contract to ensure the project gets up, only to find at the end of the 15-year period, when the project 
starts producing revenue, that the government does not get to keep any of it. That must create long-term 
disincentives to growth. 

It also creates perverse results. The boffins in Treasury—I believe them—have modelled that, at a point in time 
not too long ago, had WA reduced the royalty rate on lump iron ore from 7.5 per cent to 4.9 per cent, the state 
would have been $160 million better off in that year under the Commonwealth Grants Commission system. That 
would have meant a massive loss of revenue for all the other states to share, but Western Australia would have 
been better off. We get very bizarre situations. 

Mr B.S. Wyatt: Sorry, how long ago was that modelled? 

Mr C.C. PORTER: Two years ago—a point in time two years ago. It is probably quite similar now. The Leader 
of the Nationals made the point that the ultimate problem is not about equity, although this is an inequitable 
system, but that Australia is not benefiting from this system because WA is suffering infrastructure starvation in 
terms of the funds available to it. This is the equivalent of buying a house, owning a house, maintaining the 
house, renting it out and then getting the rent and sharing it with all the neighbours, and only getting to keep 
30 per cent. It rips out from under the state the incentive to invest in large-scale infrastructure, and the state is not 
left with the money to invest in infrastructure. The contribution that we make to Tasmania, the ACT and Victoria 
is final and fair, and should be tempered, but it has to be understood in the context of the fact that Victoria, the 
ACT or Tasmania do not pay a cent for the roads, rail, schools, desalination and the surrounding ports 
infrastructure that go to generating money in the first place. Even more tragically, those costs are not taken into 
account in the Commonwealth Grants Commission’s system of analysing the cost impost for a state. It means 
that the most productive state must be left to eat some of what it kills. In Canadian provinces they do that by 
quarantining 50 per cent of the royalties money. The rest is equalised, and that amount is kept, allowing the state 
to reinvest in industry. It can be done by quarantining; it can be done by having a floor on the GST amounts. 
Either way, we cannot rely on a promise from the commonwealth government that it will give us the money in 
the form of grants: firstly, because it never happens; secondly, because we cannot plan with grants; and, thirdly, 
why would we let federal politicians in Canberra determine the key pieces of infrastructure that should be built 
in Western Australia? We would just get the wrong answers. The state has to be left with a reasonable amount of 
its own money, and that is not happening at the moment. 

I have to say that I think the Labor Party has been helpful on this matter in the public domain. I have a high 
degree of confidence that the committee set up under Brumby gets it. I am sure that it gets it. At a recent 
information hearing of that committee, six or seven academics attended and all submitted that the present system 
is not working and that there should be some sort of change along the lines that we are presently suggesting in 
WA. 

It is a very good motion from the Leader of the Nationals, and I look forward to everyone else’s contribution. 

MR E.S. RIPPER (Belmont — Leader of the Opposition) [4.25 pm]: The whole question of Western 
Australia’s share of the GST has to be thought about in the broader context of Western Australia’s overall 
subsidy to the rest of the Federation. Each year, the WA Treasury analyses that overall subsidy that Western 
Australia makes to the rest of the Federation and publishes the results in budget paper No 3, Economic and 
Fiscal Outlook. In this year’s budget, the figures appeared on pages 86 and 87. I urge all members of the house 
to look at that analysis. The WA Treasury looks at the total collection of revenue by the commonwealth from 
Western Australia and then the total expenditure that the commonwealth makes in Western Australia. It looks at 
everything—company tax, income tax, offshore royalties on the revenues side, pensions, salaries to 
commonwealth employees, payments to the state government and payments to local governments. The WA 
Treasury then looks at the bottom line. The bottom line is that in 2009–10, Western Australia subsidised the rest 
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of the country by $13.7 billion, or by $6 044 for every single Western Australian. The subsidies went to 
Victoria—$250 per capita; Queensland—$273 per capita; South Australia—$3 653 per capita; Tasmania—
$6 336 per capita; and the Northern Territory—a $12 858 subsidy per capita. Members might think that the GST 
is unfair, but it is part of a broader system in which the commonwealth collect more income taxes and more 
company tax and spend less on pensions and benefits and Medicare payments, for a variety of reasons, and has 
fewer national organisations headquartered in Western Australia; consequently, we have that phenomenal figure 
of $13.7 billion of subsidy from Western Australia to the rest of the country every single year. 

There was no subsidy 25 years ago; 25 years ago, it was about equal. It has grown over those years. I can 
remember as Treasurer complaining when the subsidy was $6 billion or $7 billion. I noted that in the early years 
of this government it got to $10 billion and I checked the figure just prior to making this speech and was shocked 
to see that it had grown to $13.7 billion. The GST system is part of an overall unfairness. I do not think that we 
should be ignoring those other aspects of the subsidy that Western Australia makes to the rest of the Federation. 
That is why it is important that we have our fair share of national organisations headquartered in Western 
Australia. That is why it is important that we keep the pressure on the commonwealth government to make sure 
there are private doctors in regional areas and so that we get our fair share and our people get their fair share of 
Medicare payments. 

Mr B.J. Grylls: There is a great statistic that says that people in inner Sydney spend $500 per year on Medicare 
receipts—what they get back. In the Kimberley, it is $50. So people in the Kimberley do not go to the doctor. In 
inner Sydney they are always at the doctor, because Medicare pays for them to go there. 

Mr E.S. RIPPER: Kimberley people will tend to go to a state health facility, where the state spends the money, 
rather than a private doctor, where the commonwealth would pick up the tab. There are all sorts of issues for us 
to focus on, and we should not ignore those other aspects.  

The GST deal itself, as the Attorney General acknowledged, was signed in 1999 when the Liberal and National 
parties were in government in Western Australia and the Liberal and National parties were in government 
federally. The Attorney General, I think, makes a valid point when he says that horizontal fiscal equalisation has 
a long history. It was applied to a bigger pool of money when the GST deal was done. I do not make that point to 
be particularly partisan. One of the problems with this debate in Western Australia is that some people have tried 
to turn it into a debate between state Liberals standing up for Western Australia and federal Labor punishing the 
state. We have to rise above that, and we ought to recognise that the deal which is causing us so much trouble, 
which has gone so sour, was actually signed by the conservative side of politics. We should also recognise that, 
despite Western Australia’s prolonged demands for a review, it is actually a federal Labor government that has 
established a review process. We have not seen the outcome of the review, but I think there will be considerable 
disappointment in this state if, having established the review, it does not result in a substantial outcome for this 
state. I think the federal government has taken a political risk by establishing a review without necessarily 
knowing what the outcome will be. 

The other reason that we should not get too partisan about the idea is that the chief opposition to a better deal for 
Western Australia is likely to come from the Liberal–National governments in New South Wales and Victoria. 
Part of what we ought to be doing is calling on not only the federal Labor government to act on this issue, but 
also the federal Liberal–National opposition. I appreciate that at least one member of the federal Liberal–
National opposition is taking up the issue. 

When one looks at the history of horizontal fiscal equalisation and talks to other people in other states, they will 
say, “Oh yes, but Western Australia was a beneficiary for many, many years.” I think an important point is to be 
made in response to that; that is, during those years, Western Australians paid a lot more for everything that 
came into the country as imports, because we had a tariff system that was designed to protect manufacturing 
sectors in the eastern states. In part, the benefits that Western Australia received under the horizontal fiscal 
equalisation system during its time as a beneficiary state should be seen as offsets to the additional costs that the 
state bore as a result of tariff protection, which advanced living standards in other parts of the country. 

As we talk about this issue, I think it is important for us to think about how it is received in other parts of the 
country. We will not get anywhere if we are just talking about the injustice of it all for Western Australia. They 
will say over there in the eastern states, “It’s just a whinge. You’re always complaining. You’re lucky to have all 
those in minerals. Just get on with it.” We have to demonstrate that change is in the national interest—and 
change is in the national interest. If we have a set of policies that punish growth and growth-promoting policies, 
we will have fewer growth-promoting policies and less growth. The nation will grow faster and all of us will 
benefit if we have policies that support growth. Horizontal fiscal equalisation in its current form is not 
supporting growth. 

The state government has talked a lot about the decline in the GST share, but I think it also has to be put on the 
record that that is the other side of the coin from royalty growth. Royalties have grown from $1.3 billion a year 
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in my last budget as the state’s Treasurer, to $4.2 billion this year. There has been a fantastic growth in royalties, 
driven by higher volumes, higher prices and higher royalty rates. That increase in royalties does result in a 
reduction in GST. I do not think the government should over-egg the custard and cry poor about the GST 
without also acknowledging that there has been a very steep increase in royalties.  

There is a big prize to be won here: a better share of the GST for Western Australia and a more rational system 
that will promote growth across the nation. There are also consolation prizes to be won, and no Western 
Australian politician should ignore those consolation prizes. A big consolation prize is to get more federal 
government investment in our infrastructure. Quite frankly, it is very hard for the federal government to 
redistribute GST to Western Australia because there will be big populations in other states that will feel that they 
will be losers, and therefore the political difficulties will mount. One thing the federal government can do with 
much less political difficulty is boost its investment in the infrastructure required to allow Western Australia to 
grow. I would have to say that we have a lot more federal government support for our infrastructure under 
federal Labor than we ever had under John Howard’s government. Let us not ignore the possibility of that 
particular consolation prize being achieved. 

I actually think that the government in WA has asked for too little. The government has said, “Let’s have a 75 
per cent floor.” I do not think anyone, when the GST system was signed up to, would have thought that any state 
would have fallen below 90 per cent. The system was really designed for the states and territories to receive an 
amount in the range of between 90 per cent and 110 per cent, with perhaps the Northern Territory an outlier 
because it requires so much of a subsidy. I am worried that the government, by putting forward a 75 per cent 
floor, by the time all the argy-bargy is over with, will actually end up with much less than that. I have publicly 
said that what we should be arguing for is a 90 per cent floor.  

Also, we should not dismiss the idea of a radical reform. What the government is proposing is to keep the 
existing system and just stick to a 75 per cent ruling. What about a completely new system, as proposed by that 
report that we commissioned in 2003, by Ross Garnaut and Vince FitzGerald? It said, “Let’s do away with 
horizontal fiscal equalisation. Let’s have a standard minimum grant for the costs of running any government in 
any state, and let’s have some overarching commonwealth programs to support health and education and other 
key services, and then let the states get on with it.” I would actually like to see, if it could be achieved, a radical 
reform of the GST rather than just a bandaid on an opaque, complex, anti-growth, anti-development system that 
we have with the current horizontal fiscal equalisation and grants commission’s operation. 

One thing I will say to members, though, is this: if we are going to push for more federal funds for infrastructure 
or for more GST so that we can build infrastructure, we have to have a rational infrastructure program in this 
state. We cannot go to the rest of the states and say we have big infrastructure needs and then have them notice 
that we do things on the back of an envelope, that we choose a site for a stadium that is $300 million more 
expensive than the best site and that we invest in the Oakajee port when the private sector said that it would build 
it. We have to have a rigorous, robust and rational, 10 or 20-year infrastructure program so that we can say, 
“That’s the type of program we want to fund.” If we are going to the federal government seeking a better share 
and we cannot demonstrate that we have made wise choices for our infrastructure, we are going to undermine 
our own argument.   

Amendment to Motion 

Mr E.S. RIPPER: Having made those remarks, I move — 

To delete “calls on the federal government to amend the act to stipulate a minimum GST revenue–
sharing relativity of 75 per cent,” and insert — 

calls on the federal government and federal opposition to amend the act to stipulate a minimum 
GST revenue–sharing relativity of 90 per cent, 

I commend that amendment to the house.  

MR M. McGOWAN (Rockingham) [4.39 pm]: The opposition will support the outcome of this debate, but we 
want to make it stronger and better for Western Australia. That is why the Leader of the Opposition has moved 
that amendment. We call on the government to support the amended motion. It might be different from the 
motion moved by Mr Crook in the federal Parliament, but we want to make the motion tougher, stronger and 
better in the interests of Western Australia.  

This issue has been around for a long time. I was elected to this place in the 1990s and I recall Richard Court 
standing in the Parliament and being very aggressive towards the then federal government of John Howard in 
relation to Western Australia getting its fair share of revenue from the commonwealth, but prior to that he 
was very aggressive towards the government of Paul Keating. I think he had a good point back then. When the 
state Labor government was in power under Geoff Gallop and Alan Carpenter, exactly the same points were 
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made. Over those years Western Australia was progressively missing out in the Commonwealth Grants 
Commission distribution process. Therefore, we wanted to seek a better deal. In fact, the Leader of the 
Opposition commissioned no less than Ross Garnaut to investigate these issues. He came out with a very good 
report that demonstrated Western Australia was left behind. This is not a new issue, despite what the Premier 
might say in his protestations on this issue. The Premier needs to be held to account—he has been held to 
account before—for what he had to say and what he did on this issue when he was in government in the 1999–
2000 period.  

I want to start by addressing the amendment moved by the Leader of the Opposition, which is to call on the 
federal government and federal opposition to amend the Federal Financial Relations Act to lift the floor to 
90 per cent. I want to start with the call on the federal government and the federal opposition. The motion moved 
by the National Party calls on only the federal government. We have to remember that the federal government 
relies upon the support of Mr Oakeshott, Mr Windsor, Mr Wilkie and Mr Bandt. All those members are from 
states that would most probably object to this motion. Therefore, we call on the federal opposition to be 
supportive of this. The government cannot just say that federal Labor needs to support it. The government has to 
agree that the federal opposition should support it. We cannot rely upon an Independent from Tasmania, the 
greatest beneficiary state in the commonwealth, to support this. We say to Mr Abbott and his colleagues in the 
federal government: why do you not support this?  

I want to inform the house of what happened when Mr Crook moved his motion on these matters in the federal 
Parliament on 12 September 2011. Mr Washer, the federal Liberal member for Moore, stood and moved an 
amendment to Mr Crook’s motion to refer this matter to the inquiry being conducted by Mr Brumby and 
Mr Greiner. That referral was seconded by Mr Hockey, the shadow Treasurer. The federal Liberal Party has 
decided that the inquiry launched by Prime Minister Gillard is an appropriate place for these matters to be 
examined. We say to the government of Western Australia that perhaps its federal colleagues need some 
instructions on this matter, and this motion should give them some instruction from the state Parliament on what 
we would like to see. Mr Washer appears to me to be quite a decent man and should probably be on the left of 
the Labor Party on most issues. In any event, we say to Mr Washer and Mr Hockey: do not pull a shifty and refer 
this off to Mr Greiner and Mr Brumby. Stand up and be counted, as we call on the federal government to also 
stand up and be counted. I think Ms Gillard did a great job in coming to the house and launching that inquiry. 
Mr Howard never did it over all those years. Mr Costello never did it. Ms Gillard listened to Mr Garnaut, the 
Leader of the Opposition and the Premier, and she came out and did something about it. The federal Liberal 
Party also needs to put its money where its mouth is and support this.  

I want to go back to the creation of this issue. I was here on 28 June 2000. My name is recorded in the votes—I 
remember it vividly! On 28 June 2000, the Leader of the Opposition, the member for Belmont and the shadow 
Treasurer as he then was, raised all these issues about the introduction of the GST, which was to take place three 
days hence. On 28 June 2000, the member for Belmont made a long and erudite speech on all these matters. I 
will quote the best bit of the speech — 

The problem that this State faces is that the Commonwealth Grants Commission will still play a key 
role—indeed, a greater role—in determining our share of grants. 

… 

That same body that has so disadvantaged Western Australia and about which the Premier has 
complained time and again over the years will now have an even larger influence on our budget as a 
result of the abolition of state taxes and their replacement with the GST.  

… 

It may be the case that the Government — 

That is the Court government — 

has temporarily got a better deal, but a much larger proportion of the State’s revenue is being held 
hostage to Commonwealth Grants Commission deliberations. That body, which over the years has been 
so inimical to Western Australia’s finances, will have a much larger proportion of the State’s finances 
upon which to exercise its negative deliberations. That is one of the biggest areas in which this Premier 
has sold out Western Australia.  

That is absolutely prescient. We had the rejoinder from no less than the member for Cottesloe—the same one. 
He said this in response to the member for Belmont about the GST distribution and the deal that had been signed 
by the Court government and Mr Howard — 
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It does provide a growth tax for the State. … I fear that the GST will be subject to further negotiation in 
the future; … 

That is what we are requesting — 

I suspect, and would be quite confident in predicting, that the revenues from the GST will be way in 
excess of the forecasts from the federal Treasury. … The GST will generate far larger revenue streams 
than people anticipate … 

The state has been handicapped by this deal, signed by the former Liberal government and Mr Howard. The 
principal defender of it was the now Premier, who is now attacking the arrangement. Where is the holding to 
account? We are holding the government to account here today in the best way we can with this amendment. 
Members can vote for this amendment and support Western Australia, or they can vote it down and act contrary 
to our interests.  

MR W.J. JOHNSTON (Cannington) [4.48 pm]: I will not speak for very long. I would be interested to know 
whether the minister may like to interject with his views on the amendment. I know that he does not have time 
on the clock.  

Mr B.J. Grylls: We do not have any further time. I thank the Leader of the Opposition for his comments. We 
will not accept the amendment, simply because my efforts today were to give support to Hon Tony Crook, who 
has the same motion as moved by me before the federal Parliament. We thought it was an opportunity for the 
Western Australian Parliament to give the federal Parliament some direction on the motion it has before it.  

Mr W.J. JOHNSTON: I note that the resolution before us calls on the federal government to amend the Federal 
Financial Relations Act. Of course, that is not possible; only the federal Parliament can do it. I think that the 
amendment moved by the Leader of the Opposition was an improvement to the motion of the Leader of the 
National Party. I want to comment on whether people knew this was going to happen. I draw members’ attention 
to the article in The West Australian on 23 February 2007 under the headline “State has benefited in past — now 
it must pay: Costello”, which reads — 

WA’s reduced cut of GST funding is the penalty it must pay for its economic success, Treasurer Peter 
Costello said yesterday, claiming the State had benefited from the complex grants formula in the past.  

Later, the article reads — 

Mr Costello said WA had received a subsidy from the Grants Commission for 20 of the past 27 years.  

Let us not try to apportion some political blame to the current federal Labor government on the question of the 
GST share. We know who is responsible for the creation of the current system. It was not the federal Labor 
government, which voted against the GST. It was the Howard Liberal government, with the support of a state 
Liberal Premier, Richard Court. That is what happened. We are not here to rewrite history. We should admit the 
truth.  

I want to also draw members’ attention to an article from the IPA Review by the now member for Riverton from 
July 2006. In his concluding remarks, he makes this point — 

It is tempting to argue for the renegotiation of the GST deal. But the fact is that the deal is effectively 
set in stone. It is the subject of an Inter-governmental Agreement which, in turn, is enshrined in 
commonwealth law. Under this law, any change to the tax base, or to the rate, or to the means by which 
it is distributed by the State requires the unanimous power of governments at both levels and of both 
houses of the Australian parliament. 

So, we are not having a debate simply with the commonwealth government but with every state in the 
Federation. The two biggest stumbling blocks to an effective change to the GST deal—just as the member for 
Riverton pointed out in July 2006—are in fact the Premiers of Victoria and New South Wales. Members should 
google what they are saying; they should look at their position on this issue. They do not support the position of 
the parties in Western Australia that are calling for a fair share and a fair deal for Western Australia. They do not 
support giving us a fair share, because obviously an increase in GST payments to Western Australia means a 
reduction in payments to the other states. So this very complex deal that was set up, against the vote of the Labor 
Party, with the support of the Court Liberal government in Western Australia has had its inevitable 
consequence—as the member for Rockingham pointed out—which was highlighted to the chamber at the time.  

I want to make another point here. There was a big opportunity for the commonwealth to assist in a significant 
reform of the system during the period of the Howard government. I will quote from The Australian Financial 
Review of 29 April 2009, which refers to another document and states — 
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Laurie is co-author of an influential paper released immediately after the 2007 election that documented 
the gross fiscal excesses of the Howard government. The paper, published in the Treasury Economic 
Roundup in early 2008, shows that from 2004–05 new spending decisions and income tax cuts reduced 
the budget surplus by $314 billion, out of a total revenue increase of $334 billion.  

That was at the time of the largest growth in our economy; it was not during the problems of the global financial 
crisis that the federal Labor government has had to deal with, but at the time of the most benign economic 
circumstances Australia has ever seen. The federal Liberal government injected $314 billion into the economy at 
the same time as the private sector was having an enormous boom in revenues and enormous levels of additional 
investment. The Howard government had the opportunity to put aside $334 billion for the long-term benefit of 
Australia to build infrastructure, to assist the states and to genuinely address the problems that we are all 
confronting today with the GST. They had that opportunity, but instead they spent $314 billion—the largest-ever 
injection of fiscal stimulus to Australia’s economy. It was an even larger fiscal stimulus than was delivered by 
the federal Labor government in response to the global financial crisis. There were opportunities for us to get a 
better deal out of this; unfortunately, the opportunities for that better deal were missed.  

This is an important motion for the chamber to discuss. Because of the nature of the rules around the debate, we 
have a very limited opportunity for discussion and we have not had the opportunity to hear a complete analysis 
of the debate from the National Party, which would have been quite interesting. There were a lot of 
opportunities. This should not be about petty politics; it needs to be about the genuine interests of this state.  

As I have said, I made it quite clear that we could have solved this problem if the federal Liberal government had 
listened to the Treasurer of Western Australia at the time, the member for Belmont, the now opposition leader. 
Unfortunately, we were not able to get that cooperation from the federal Liberal government, so it is very good 
that finally we have a federal Labor government that is interested in Western Australia and in trying to solve 
some of these complex problems that we have under the GST—a GST system that was delivered by the Court 
Liberal government at the state level and the Howard Liberal government at the federal level. These problems 
were not created by the Labor Party, but by those coalition governments of that time.  

I endorse the amendment moved by the member for Belmont, the Leader of the Opposition, because I believe it 
improves the motion moved by the leader of the National Party. 

Amendment put and a division taken with the following result — 

Ayes (20) 

Ms L.L. Baker Mr J.C. Kobelke Mr A.P. O’Gorman Mr P.C. Tinley 
Dr A.D. Buti Mr F.M. Logan Mr P. Papalia Mr A.J. Waddell 
Mr R.H. Cook Mr M. McGowan Mr J.R. Quigley Mr M.P. Whitely 
Mr J.N. Hyde Mrs C.A. Martin Mr E.S. Ripper Mr B.S. Wyatt 
Mr W.J. Johnston Mr M.P. Murray Mr C.J. Tallentire Ms M.M. Quirk (Teller) 

Noes (25) 

Mr F.A. Alban Mr J.M. Francis Mr A. Krsticevic Mr M.W. Sutherland 
Mr C.J. Barnett Mr B.J. Grylls Mr J.E. McGrath Mr T.K. Waldron 
Mr I.C. Blayney Dr K.D. Hames Mr W.R. Marmion Dr J.M. Woollard 
Mr I.M. Britza Mrs L.M. Harvey Ms A.R. Mitchell Mr A.J. Simpson (Teller) 
Mr T.R. Buswell Mr A.P. Jacob Dr M.D. Nahan  
Mr G.M. Castrilli Dr G.G. Jacobs Mr C.C. Porter  
Mr V.A. Catania Mr R.F. Johnson Mr D.T. Redman  

 

            

Pairs 

 Mrs M.H. Roberts Dr E. Constable 
 Mr T.G. Stephens Mr J.J.M. Bowler 
 Mr P.B. Watson Mr P.T. Miles 
 Mr D.A. Templeman Mr P. Abetz 
 Ms J.M. Freeman Mr J.H.D. Day 
 Ms R. Saffioti Mr M.J. Cowper 

Amendment thus negatived. 

Motion Resumed 

Question put and passed. 

Point of Order 
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Mr E.S. RIPPER: It might be appropriate for the house to note that this motion was passed without dissent.  

Mr R.F. JOHNSON: That sounded good but it is not a point of order.  

The SPEAKER: I am looking forward to your next words, Leader of the House!  
 


