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APPROPRIATION (CONSOLIDATED ACCOUNT) RECURRENT 2014–15 BILL 2014 
APPROPRIATION (CONSOLIDATED ACCOUNT) CAPITAL 2014–15 BILL 2014 

Second Reading — Cognate Debate 
Resumed from 14 May. 

MR R.F. JOHNSON (Hillarys) [11.12 am]: Last Friday, The West Australian summed up the budget very 
accurately: pain with no gain. What kind of budget plans an ever-increasing debt with no strategy to turn things 
around? At a time when our federal colleagues are delivering some of the most significant reforms in budget 
history, we are not showing any will to reform. By increasing taxes and household charges, the state government 
is asking businesses and households to tighten their belts. Why can we not tighten ours? Where will businesses 
and households get extra money? In part, they will invest less and spend less, which will negatively impact on 
our economy, and for the rest, they will have to go further into debt. Rising private and public debt is a bad 
combination. It is stating the obvious that the path to prosperity for Western Australia will come from increasing 
the capacity of businesses and households to invest and spend, and to reduce both private and public debt. 
This can only come from reducing taxes and charges and cutting out the significant amount of wasteful, 
unproductive spending. I have always understood that this approach was at the core of the Liberal Party’s 
philosophy. 

My contribution to the budget second reading debate will follow on from my previous speeches in relation to the 
disastrous financial situation that we find ourselves in. In Western Australia, we have the worst of both worlds in 
so much as our people will suffer not only under our West Australian budget, but also as a result of the federal 
budget. The blame for the dreadful federal financial position can be placed on the incompetence and recklessness 
of the Rudd and Gillard governments. However, one mistake Prime Minister Tony Abbott made was when he 
said at the state Liberal campaign launch in March last year that he would model himself on Colin Barnett. I say: 
big mistake, Tony; huge mistake. Because when we look to see who should bear the blame for WA’s dreadful 
financial position, it should come as no surprise that I say that the buck must stop with the Premier, plus the 
successive Treasurers, of whom there have been many over the last six years, including the Premier himself. 
The revolving door of Treasurers in this state over the past six years has resembled a game of musical chairs—
everyone waits for the music to stop so they can see who is left standing to take on the position next! I have 
attributed some of the blame for WA’s dire economic circumstances to the various Treasurers because I believe 
it was their duty to stand up to the Premier and ensure that funds were not spent in a reckless manner. Tenacity 
and forcefulness are qualities needed in WA’s Treasurer when you have a Premier who has been labelled by 
members of his own cabinet as a spendthrift. Demanding economic responsibility from the Premier and belt-
tightening from the community must come from a Treasurer prepared to demonstrate those qualities. It is 
unfortunate that last year, while Rome was burning and WA lost its AAA credit rating, the then Treasurer was 
enjoying a lovely candle-lit dinner in the Champagne region of France courtesy of WA taxpayers. 

Words have no worth unless you are prepared to practise what you preach. The government booked in 
$200 million of savings from last year’s budget initiative to evaluate programs. One year later, these savings 
have not yet been realised, but the $200 million saving is still in the budget. On the revenue side, the government 
has already booked in the proceeds from a review of mineral royalties that will not conclude until the end of this 
year. The budget assumes that this unfinished review will raise $560 million over three years. Given the 
announced opposition of the mining industry, how credible is that provision? 

Some people think that I must have a crystal ball because of the predictions I have made over the last two years. 
Just to remind members, in my Address-in-Reply speech in April 2013 and my speech on the budget debate in 
August last year, I said that state debt would rise to nearly $25 billion over the next year or so; that without 
drastic action, state debt could end up between $30 billion and $35 billion within the next four years; that the 
budgets we hand down in the foreseeable future will be the most austere budgets in decades; that there would be 
forced redundancies for many of our workers; that there would be large increases in fees and charges; and that 
we would lose our AAA credit rating. Let us look a little closer at those predictions, starting with state debt. 
If there is a single bottom line that symbolises the fiscal health of the state, it is the figure for total public sector 
net debt. 

[Quorum formed.] 

Mr R.F. JOHNSON: Despite new revenue measures and heroic assumptions of low growth in future spending, 
the net debt figure has again deteriorated. State debt at 30 June 2014 is now expected to be $22 billion. By the 
end of the forthcoming budget year, debt is forecast to grow to $24.9 billion, up from last year’s budget forecast 
for the same time of $24.3 billion. 

Last year’s budget showed debt growing to $28.4 billion by the end of the forward estimates. By the end of these 
forward estimates, debt, even on the government’s own optimistic assumptions, is forecast to reach $29.4 billion. 
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The debt-to-revenue ratio is forecast to grow from a terrible 61.2 per cent to an even worse 61.5 per cent. 
Total gross borrowings will reach $49.5 billion by 30 June 2018. The composition of this debt is important. 
Most debt is in the government trading enterprises, where it is serviced by the commercial charges levied on 
customers, including customers for electricity and water. However, the remainder of the debt, which is in the 
general government sector, has to be serviced by taxation revenue. By the end of June, this debt will have 
reached $7.4 billion. It is projected to reach $13.3 billion by 30 June 2018. Interest on this non-commercial 
general government debt will cost a net $328 million in the forthcoming budget year. By 2017–18, the 
general government interest bill will reach a net $625 million, which is more than the forecast expenditure on 
child protection and family support in that year. This calculation understates the call of interest payments on 
taxation revenue, because some government trading enterprises, such as the Public Transport Authority, 
which does not operate on a fully commercial basis, receive subsidies from taxation revenue. 

The forecasts for total public sector interest payments are even more alarming. Net interest payable across the 
public sector in 2014–15 is projected to be $962 million, a figure that is forecast to rise to $1.411 billion by 
2017–18. By comparison, the police budget in that financial year is expected to be only slightly larger at 
$1.472 billion. 

The poor condition of the finances is also revealed by the operating statements shown in the recurrent budget. 
The deficit of $124 million forecast in the midyear review for next financial year has been turned around to a 
forecast surplus of $175 million. However, $289 million of this almost $300 million turnaround is due to new 
revenue measures in this budget. Without these new revenue measures, the government would be forecasting a 
significant deficit, and debt would be well over $30 billion by the end of the forward estimates. Even these 
revenue measures have not fixed the forecast for the following financial year, which is for a laughable surplus of 
just $5 million. The government might just as well have forecast a deficit for that year. On the government’s own 
figures, further tax increases seem inevitable. 

The government has taken measures in some areas to try to rein in expenditure, yet it is still spending tens of 
millions of dollars in non-essential areas. One of those areas is, of course, the forced amalgamations of 
metropolitan local governments. There are two things to consider here. The first is: can we afford to allocate 
tens of millions of dollars at this time, when we are in such a serious financial position, to something that neither 
the public nor, indeed, the local councils, have called for and in fact were promised would never happen? 
This broken promise is what I call a “Julia” promise. By that I mean making a promise not to do something, and 
then clearly and deliberately doing the opposite, which is much worse than promising to do something and then 
finding out that we cannot fulfil that promise because of a lack of funds and so we defer its implementation. This 
state budget needed some big decisions and a commitment towards economic reform, not some tinkering around 
the edges with increases in taxes and household bills, which will do little to reduce the size of the debt we 
possess. 

We need look no further than the substantial rise in land tax to see that basic Liberal values are being ignored. 
This government has stated that there will be an across-the-board increase in land tax rates of 10 per cent from 
2014–15 to offset the impact of weaker-than-expected growth in property values. This statement beggars belief. 
The conventional wisdom is that income and assets grow below trend during times of economic weakness, and 
the government needs to provide some more incentives by easing the economic pressures on business. 
To increase taxes during a weak property market goes against all rational economic thought. I also believe that if 
the shoe had been on the other foot and property values had risen above expectation, we would not expect that 
the government would reduce land tax rates. 

It is no surprise that individuals known to be strong Liberal supporters have publicly criticised this decision. 
They include not only people in the real estate and building industries, but also the chief executive of the 
Chamber of Commerce and Industry of Western Australia, who not only served as the Premier’s chief of staff, 
but also gave up her Liberal Party endorsement for the seat of Cottesloe to support the Premier’s political career. 
The chief executive of the chamber—incidentally, our Premier once headed that organisation—went further. 
She is quoted in the media as saying that she was disappointed that so little had been done to address state debt, 
and that this government has done nothing to set the state back on track to regain its AAA credit rating. 

I commend the government wholeheartedly for increasing the payroll tax threshold. However, even the payroll 
tax take is forecast to rise 34 per cent in just four years, while the vehicle licence duties and land tax take are set 
to rise a whopping 48 per cent and 53 per cent respectively. All of this will continue to drain business and 
household budgets. 

Last year, the Institute of Public Affairs, from which our current Treasurer hails, put out the following 
statement — 
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“It is far better to ensure that excessive revenue collections are returned back to taxpayers, who are in a 
much better position to spend their own funds wisely.” 

Another problem identified in the budget papers is the strong growth in state public sector debt. 

“A worrying feature of the budget is that it projects non-financial public sector net debt to balloon from 
$14 billion to $25 billion over the forward estimates, with general government debt to rise 216 per cent 
to $9 billion over the next four years,” … 

“State politicians should guard against borrowing wherever possible, given the limited revenue 
capacities of state governments and risk of interest payments crowding out spending on essential 
services.” 

“The slow-growing eastern states of Australia are struggling under the weight of significant government 
debts, a position that would be best avoided by Western Australia.” 

If we are ignoring the industry criticisms of this budget and are not listening to the bodies from which our 
Premier and our Treasurer hail, it seems we must have some internal reservoir of wisdom telling us to go against 
all economic and mathematical orthodoxy by continuing to rack up debt, with no strategy to actually clear it. 

Needless to say, there is a human cost to the economic pressures we are bringing to bear on Western Australians. 
Over the life of this government, the number of people seeking assistance because they are struggling to pay 
their electricity bills has increased fivefold. Unemployment has risen more sharply in Western Australia than in 
other states. Our approach needs a fundamental rethink. We need to give encouragement to our businesses and 
ordinary citizens. In the great tradition of Liberal governments, we need to offer them hope and incentive. 
Let them have the opportunity to actually make ends meet. We need to put money back in their pockets and give 
them dignity. We cannot achieve this with a budget that increases taxes, spending and debt. 

There is a very strong possibility of a serious deterioration in the debt figures and the imposition of even more 
revenue measures in following years due to the shaky assumptions underlying the budget. Treasury’s analysis 
highlights many risks to the forecasts, including the price of iron ore and the value of the Australian dollar. But 
let me go to some risks that relate to decisions of the government: budget paper No 3 shows that expense growth 
over the last decade has averaged 8.7 per cent per annum. But the budget and forward estimates are built on 
forecast expense growth of only 3.5 per cent per annum. Treasury notes — 

Achieving this rate of growth is dependent on transitioning to the national efficient price for hospital 
services over the next four years and limiting increases in public sector wages and conditions to the 
projected growth in the Perth Consumer Price Index. 

Given the wage increases this government has already awarded to nurses and doctors, is it really credible that the 
government will be able to close the eight per cent gap between Western Australia’s hospital costs and the 
national efficient price? The history is that the average annual rate of growth in health expenses over the 
past five years has been 10.5 per cent. Is it really believable that police, teachers, firefighters and health salaried 
officers will now quietly accept wage increases limited to the CPI? The budget forecasts CPI growth of 
2.75 per cent and wage price index growth, which measures wage growth across the economy, of 3.25 per cent. 
In other words, the public sector wages policy requires public employees to accept wage increases below the 
levels applying in the private sector. This is a recipe for confrontation and discontent in the public sector. Does 
this government really have the ticker for the industrial disputes ahead? For instance, the wage increases for 
police officers—who put their lives on the line every time they go on duty—are limited to the CPI. When we 
compare that with the obscene wage increases given by the Premier to his personal staff, one word comes to 
mind—hypocrisy. How can the Premier look police officers, nurses and teachers—all of whom provide essential 
core services to the state, in often challenging and difficult positions—in the eye and say to them, ‘Sorry, but 
you’re not worth as much as my personal spin doctors”? That will be a bitter pill to swallow for these 
hardworking front-line staff. 

In my previous speeches I have proposed significant cost savings, including the airport rail link and the 
Metro Area Express light rail. These are “nice to have” items but they are not essential at this time. It is worth 
noting that new projects, when built, incur substantial depreciation, debt servicing and operating costs. This is 
particularly the case with large public transport projects like the airport link. As these projects will not be 
finished until after the forward estimates period, these costs are presently hidden from public view. The 
government should provide this information to Parliament. All these budget problems will confront whoever is 
the Treasurer after 2017, and the public is owed an explanation of the government’s plans in response from all 
contenders. 
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[Member’s time extended.] 

Mr R.F. JOHNSON: Another significant cost saving that I previously proposed was to cap royalties for regions. 
It is interesting to note that since I called for the capping or abolition of the royalties for regions legislation and 
policies, my comments have been endorsed by the chair of the Economic Regulation Authority, Lyndon Rowe, 
when he said — 

... but there were perverse incentives in the legislation to “get the money out the door”. 

Let us not forget that the Economic Regulation Authority was commissioned by this government to perform a 
review. The recommendations of the ERA were backed by the Chamber of Commerce and Industry of Western 
Australia’s chief economist, John Nicolaou. I did not come out and say “I told you so.” Instead, I hoped that this 
government would seize the opportunities that this review afforded it, but I have been disappointed. The 
Leader of the National Party, a gentleman whom I hold in high regard, has boasted that over the next four years a 
record amount will be spent through royalties for regions, being in the order of $4 billion. Unfortunately, a very 
significant amount of this spend is extremely unproductive, so I believe that much of that money would be far 
better back in the hands of our businesses and citizens, even if it was all given to our rural sector. Experience 
tells us that much of it would be invested into real businesses, which create long-term jobs and income. I repeat: 
if we are serious about bringing down the state debt, we should take the courageous decision and simply replace 
the legislation with a commitment to always treat the regions fairly. 

I could go on and criticise other areas of the budget, but I will not. I accept that many of the austerity measures 
evident in the budget are, unfortunately, necessary to try to reduce the huge deficit that is affecting the people of 
Western Australia like a bad hangover. However, I certainly will not be hypocritical and try to pretend it is a 
good budget for the people. The old saying that “you can’t make a silk purse from a sow’s ear” comes to mind. 

The biggest problem that I have is the legacy that this government is leaving for our children and future 
generations of Western Australians. It will certainly not be the waterfront development on the Swan River or the 
footy stadium that only a relatively small percentage of Western Australians will enjoy. The legacy will be the 
massive debt that will never be paid off in full and the annual interest charges of what could be up to $4 billion. 
I was taken aback when I heard the Treasurer say on ABC’s 7.30 WA report last week that the debt left by the 
previous Labor government was “too low”. How can anyone say that a debt is “too low”? I have been a 
businessman all my adult life and I have never experienced any responsible person in business saying a debt is 
too low. They would always say a debt is too high. The only good debt is zero debt. Businesses, as with 
households and, in this case, governments, get into serious trouble when debt gets out of control. We have only 
to look at the example left by the Rudd and Gillard Labor governments, which racked up an enormous debt on 
the government credit card by recklessly throwing money at the Australian public to buy plasma TVs and other 
non-essential items, which the Abbott government now has to pay off with some tough and unpopular 
fiscal measures. 

May I remind members of something I have said before, which is “never go shopping with an empty purse”. The 
problem that we see today is the mentality of maxing out the credit card without the ability to pay if off. Thirty 
years ago, Margaret Thatcher made a defining speech to the Conservative Party Conference that still rings true 
today. I quote — 

One of the great debates of our time is about how much of your money should be spent by the State and 
how much you should keep to spend on your family. Let us never forget this fundamental truth: the 
State has no source of money other than money which people earn themselves. If the State wishes to 
spend more it can do so only by borrowing your savings or by taxing you more. It is no good thinking 
that someone else will pay—that “someone else” is you. There is no such thing as public money; there 
is only taxpayers’ money. 

Given that Mrs Thatcher is credited with transforming England from a country teetering on the brink of 
economic collapse into a leading financial powerhouse, her words should be a lesson to us all. After all, those 
who do not learn from history are doomed to repeat it. 
[Quorum formed.] 
Debate interrupted. 
[Continued on page 3521.] 
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